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PROPERTY RIGHTS IN INVENTIONS MADE UNDER 
FEDERAL SPACE RESEARCH CONTRACTS — 


WEDNESDAY, AUGUST 19, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON PATENTS AND SCIENTIFIC INVENTIONS, 
CoMMITTEE ON SCIENCE AND ASTRONAUTICS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:15 a.m., in room 
214-B, New House Office Building, Hon, Erwin Mitchell (chairman 
of the subcommittee) presiding. 

Mr. Mircuet.. The subcommittee will be in order. 

As the witnesses know, this is the first general session of the special 
Subcommittee on Patents and Scientific Inventions. I feel—and I 
know that the members of the subcommittee feel—that we are certainly 
considering a most important problem—not only one that is important 
currently, but which will have a great significance in the future. I 
think each of us feels that we can, by very slow and thorough study, 
possibly set a course of action in the patent field insofar as the Gov- 
ernment is concerned. 

We are certainly most privileged to have two distinguished spe- 
cialists in this field to testify this morning—Mr. John A. Johnson, the 
General Counsel of NASA, and Mr. Gerald D. O’Brien, the Assistant 
General Counsel for Patent Matters, NASA. 

Mr. Johnson, do you have a prepared statement ? 


STATEMENT OF JOHN A. JOHNSON, GENERAL COUNSEL, NATIONAL 
AERONAUTICS AND SPACE ADMINISTRATION; ACCOMPANIED BY 
GERALD D. 0’BRIEN, ASSISTANT GENERAL COUNSEL FOR PATENT 
MATTERS, NATIONAL AERONAUTICS AND SPACE ADMINISTRA- 
TION 


Mr, Jounson. Mr. Chairman, I do not have a prepared statement. 

Mr. Mircueti. We would like you to just give us a general outline 
of NASA’s activities insofar as patents are concerned. 

Mr. Jounson. I will be glad to, Mr. Chairman. 

I should at the outset say, despite the chairman’s very generous 
introduction, that I am not a specialist in patent matters, but Mr. 
O'Brien, our Assistant General Counsel for Patent Matters, is and 
I would hope on the more technical aspects of the patent problems 
that he will be our witness this morning. However, I am acquainted 
with and responsible to the Administrator of NASA for the patent 
policies of the National Aeronautics and Space Administration. 
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| INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 

As the committee knows, the National Aeronautics and Space Act 
of 1958 contains a section, section 305, which deals in quite elaborate 
detail with the subject of inventions which are made in the perform. 
ance of contracts for the National Aeronautics and Space Admip. 
istration. 

The overall effect of section 305 is to require that such inventions 
become the property of the U.S. Government if they are made under 
the conditions specified in section 305(a) unless the Administrator of 
NASA determines that the public interest is better served by a waiver 
of rights to those inventions. In that case, however, the Government 
would still retain a royalty-free license to the use of the invention, 

This policy which is expressed in section 305, the statutory policy, 
is at fundamental variance with the policy followed by the Depart. 
ment of Defense. It is rather similar to that followed by the Atomic 
Energy Commission—not identical with that, but it is quite apparent 
that the statute does, in its overall substance, follow the Atomic Energy 
Act rather than the practice of the Department of Defense. 

As you know, the Department of Defense policy is one of ordinarily 
acquiring only a royalty-free license to inventions that are made in 
the course of research and development work sponsored by the Depart- 
ment of Defense agencies. 

This policy of the Department of Defense is not the result of legis. 
lation. It is the result of policy determinations made in the execu- 
tive branch of the Government, which have been well known to the 
legislative branch for many years and evidently acquiesced in by the 
Conress. 

Mr. Mrrcner.. Mr. Johnson, just to pinpoint that, what is the 
underlying philosophy insofar as the NASA point of view is con- 
cerned ? 

Why the difference? 

What is your thinking in NASA? 

Why should there be the difference in the patent policy in DOD 
and in NASA? 

Mr. Jounson. Mr. Chairman, the reason there is a difference is 
because the Congress so decided a year ago. 

This was not the result of any determination within the agency. 
As a matter of fact, the agency didn’t exist when Congress passed this 
law. Therefore, it- has not been an open question for NASA as it 
has been for the Department of Defense. 

The Department of Defense, being unhampered by legislation on 
this subject, has determined its policy on its own, but with congres- 
sional knowledge and acquiescence. 

Mr. Mrrcnett. Is there any existing policy in NASA now insofar 
as this matter is concerned ? 

Mr. Jounson. The existing policy in NASA is to do our best to 
implement the provisions of lane passed by the Congress a year ago. 
base has really been the only thing we could do, and it has been our 

Now, if you are asking, Mr. Chairman, whether the agency has yet 
evolved a position on whether this legislation should be continued, 
this hasn’t aa formally developed yet. I am not really in a position 


to express either the agency’s or the administration’s point of view 
yet on that. It will be developed in time for the Congress to consider 
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INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 3 


at the next session because we are now in the 9p tee of preparing 
our legislative program for the next session of Congress, As you 
know, this must be submitted to the Bureau of the Budget. It may 
be transmitted to Congress only after we have the approval of the 
executive branch on it. I can, however, express some personal points 
of view on the matter, if you wish. 

Mr. Mircuett. I would like for you to do so. 

Mr. Jounson. It is my own personal point of view—and I have 
expressed this publicly several times over the past few months—that 
itis undesirable for an agency such as NASA to be compelled by legis- 
lation to follow a patent policy that is fundamentally divergent from 
that of the Department of Defense. 

Now, I say this without entering upon the question of whether it is 

Government policy to take title to inventions that arise from 
cont cooneteed research or not. This is a question which, as 
ou know, has been much discussed in the Congress and the legislative 
Gasch for many, many years. The Congress has never chosen to 
enact uniform legislation on this subject for the entire executive 
branch of the Government. We have some piecemeal legislation; 
we have legislation for the National Science Vonnibesiohs we have. 
legislation for the TVA; we have legislation for NASA; we have 
legislation for the Atomic Energy Commission and probably others, 
too. All of these are different. We have no legislation for the De- 
partment of Defense, which is the biggest agency of all spending 
money on research and development contracts. 

What I would say is this: That, leaving aside for the moment the 
ultimate question of what is good Government policy as a whole, until 
a uniform legislative plan is devised by the Congress for the entire 
executive branch of the Government—it is desirable that in the field 
of patents, as in all other legal aspects of our procurement program, 
we should be free to follow the Department of Defense policies. 

I say that for this reason: All of our principal contracts are with 
the very same companies and will be with the very same companies 
that are principal contractors for the Department of Defense. 

We are not really like the Atomic Energy Commission, which had 
toembark on an entirely new field of technology and where the major 
work was done within the Government—at least at the beginning. 
Here we are right in midstream as far as the whole aeronautics and 
space industry is concerned, 

The space industry, as you know, is the aeronautics industry in 
transition. 

Mr. Futon. I can’t agree to that. 

Mr. Mr. Fulton. 

Mr. Fuuron. I can’t have that go by unchallenged. 

Mr. Go ahead. 

The record will show Mr. Fulton’s objection. 

Mr. Futron. Yes. I just can’t have that as a general comment. 
Idon’t think you mean it. 

Mr. Jounson. Well, may I elaborate a bit on it? 

Mr. Futron. Go ahead, sir. 

Mr. Jounson. At the present time the companies that have ex- 
pressed the greatest interest—this applies to all parts of the coun- 
try—in our leading contracts, of course, that are producing the 
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4 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


boosters for the space program are the same companies that have 
been in the aeronautics and missile business down through the years, 
i oe years, are of sort of recent origin because this is a fast-moving 
industry. 

Thera are probably some companies that may be confined solely to 
space business, but this is, I would say, not very much in evidence yet, 

In any event, our contracting, by and large, is with the same com- 

anies that have substantial business with the Air Force and the 
avy in particular, and the Army to some extent. 

I might just cite—— 

Well, I won’t mention names. That is beyond your investigation, 
I think, this morning. 

We are in these plants side by side with the Department of De. 
fense. As a matter of fact, we are, in many cases, placing orders with 
the Department of Defense agencies which, in turn, place the orders 
bone the contractors and do a great deal of contract administration 

or us. 

In those cases where research and development work is involved 
we have had to request that our patent clauses be inserted in the con- 
tracts placed by the military departments. 

This might not technically be called for by the terms of the statute 
because the statute speaks of contracts of the administration and J 
suppose it is an arguable question whether a contract placed by the 
Air Force with X) Company at the request of NASA is a contract 
with the administration; but we felt, as a matter of policy, it would 
open the door wide to a type of evasion which the Congress certainly 
could not have contemplated if it were possible for NASA to place 
contracts through the military departments and evade section 305, 

So, we have required, as a matter of policy, that our patent clauses 
be inserted in all of those contracts. 

This means that if a contract is placed by the Air Force at NASA’s 
request for work that is substantially similar to the very work they 
would be placing themselves with that same company, the patent re- 
sults of the first contract are essentially different from the patent 
results of the second contract, and yet this is the U.S. Government 
dealing with this company with the right hand and with the left hand. 
It ~ our feeling that this is not a good position for the Government 
to be in. 

Now, I would like to say something more in that connection. Con- 
gress has been quite careful in every other respect in recognizing that 
we must do business essentially as the Department of Defense does 
it. NASA is the only nonmilitary agency that is under the terms of 
the Armed Services Procurement Act of 1947, now codified as chapter 
137, title 10, of the United States Code. 

NACA was under that act when it was first enacted 11 years ago. 
It was actually passed in 1948, I believe. Last year when the Na- 
tional Aeronautics and Space Act of 1958 was pepe Congress, in 
section 301(b), specifically amended chapter 137 of title 10, which 
appears in that portion of the code that applies to the Defense De- 
partment, to make it applicable to NASA. This doesn’t apply to the 
Atomic Energy Commission; it doesn’t apply to the General Services 


Administration or any other Federal agencies of the Government. 
Thus, unlike all the other civilian agencies, NASA alone is under the 
terms of the Armed Services Procurement Act. 
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One of the first official acts of the Administrator after NASA came 
into existence last fall was to announce that NASA would, insofar as 
racticable, follow the policies and procedures of the Armed Services 
Procurement Regulations, which is an elaborately developed set of 
ulations implementing the Armed Services Procurement Act 
f 1947. 

’ We thought it would be undesirable, since Congress had determined 
that we should be under the same corpus of legislation, to be develop- 

ing an essentially different group of regulations. ; 

As you know, the General Services Administration has a responsi- 
bility for achieving maximum uniformity in procurement regulations 
in the executive branch of the Government and the recently pub- 
lished the Federal Procurement Regulations, or the frst portions of 
it at least. 

NASA has secured from the General Services Administration au- 
thority to deviate from the Federal Procurement Regulations. Inso- 
far as the Armed Services Procurement Regulations are not consistent 
with them, we have the authority to follow the Armed Services Pro- 
curement Regulations rather than the FPR’s when the Administrator 
determines that to be in the public interest. 

There have been a number of other instances during the past year 
in which we have striven for legal uniformity with ry te of 
Defense to carry out what clearly seemed to be the intention of Con- 
gress a amending the Armed Services Procurement Act to include 

We obtained by executive order the so-called V-loan authority to 

rantee loans to contractors under the Defense Production Act. 
We obtained the authority to use what is called the no set-off clause 
under the Assignment of Claims Act. Both of these could be accom- 
plished by Executive order. They were available to the Department 
of Defense and the President extended them to us. 

We also joined with the Department of Defense in seeking identical 
pieces of legislation which would grant both NASA and the Depart- 
ment of Defense authority to indemnify contractors to a very large 
amount against certain extra hazardous risks involved in the kind of 
business they are dojng for us. 

One of those bills came to this committee; the other one to the 
Armed Services Committee. There has been no action on them at this 
session of Congress. 

All of these actions, which we deemed to be in accordance with the 
intent of Congress, expressed in the portion of the act I referred to, 
have been designed to put us in a posture of legal equality or parity 
with the Department of Defense. 

The one outstanding exception to that is in the field of patents and 
this, of course, is a field of great importance to industry. 

Now, we are sort of the tail on the dog in this. Our program is not 
as big as the Department of Defense program; yet, in the development 
of much of this hardware, it is quite indistinguishable so far as the 
technology is concerned from the kinds of things that the Department 
of Defense is doing. 

Mr. Mrrcu et. Tf I may interrupt you at this point, I think I should 
state to the members of the committee the gentlemen were not re- 
quested to give any official position as far as NASA is concerned, but 
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merely to brief us on the existing law. However, I think it is mogt 
important—and I appreciate deeply, Mr. Johnson, your willingness— 
to give us your own personal views because that is exactly what the 
subcommittee wants. We want to hear opinions concerning the exist. 
ing law and the operation of the law that you and Mr. OBrien are 
so familiar with. 

I can see, as a matter of convenience, why NASA would want to 
operate similarly to DOD, but, in your own personal Koy if you 
care to give it, is there any uniqueness about the R. & D. field so far 
as NASA is concerned that would cause the Government to have more 
interest in the result of these inventions ? 

Is there some difference between DOD and NASA in the R. & D, 
field ? 

Mr. Jounson. Well, Mr. Chairman, there is a difference in the 
results so far as some of the ultimate product is concerned. 

I would think so far as the technology is concerned and so far as 
the public interest is concerned that they are substantially identical, 
There is no significant difference. 

As you know, the Department of Defense is way out in forward- 
looking research in space technology. It has to be because, while 
NASA is given a very extensive statutory responsibility by the first 
sections in the National Aeronautics and Space Act of 1958, section 
102(b) excepts from that and gives to the Department of Defense 
those activities peculiar to or primarily associated with the develop- 
ment of weapons systems, military operations or the defense of the 
United States, including the research and development necessary to 
make effective provision for the defense of the United States. 

So far as inventions are concerned, the same kind of inventions can 
very well be made in the course of developing these advanced weapons 
ov that are utilized in space, as might be the case on the civilian 
side. 

at there are some uniquely civilian applications this might not be 
true of. 

Mr. Mircneti. Any questions by any members of the committee! 

Mr. Kina. Yes. 

Mr. Mr. King. 

Mr. Kine. Mr. Johnson, you expressed your opinion, unofficially, 
and we understand the spirit in which it was given, but I am interested 
in pursuing it just a bit. 

our reasoning has followed pretty much the line that you think 
uniformity is a good thing inasmuch as NASA’s practice, as indicated 
by the Congress, is not uniform and not consistent with the practice 
developed by the DOD; therefore, that creates an anomoly. You feel 
it might be well to bring the two together. 

That, as I understand it, is the burden of your reasoning. 

That, of course, avoids the question, the big question, which is: 
What is a desirable policy here? 

If the NASA policy, as expressed by Congress, is inherently correct 
and sound and if the DOD policy, which has not received congres- 
sional approval, but has just grown up, is inherently unsound, then 
it seems to me the movement should be in the other direction. 

Even though NASA may be the tail and the DOD is the dog, if 
the tail happens to be right and the dog happens to be wrong, then 
the movement would be in the other direction. 


| 
1 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 7 


So, I get to the more ultimate question as to what is a sound policy. 
Now, that, I realize, is a tremendous question. You may not want 
to comment on it, but if you would like to I would be interested in 
ring your comments. 
vide. i Saterecar. Mr. King, I agree with your analysis entirely. That 
isthe ultimate question. 

I would rather not express an opinion on that because I am sure 
that we in NASA have a lot more to learn about this. 

We have been in the process during the past several months of ad- 
ministering this just as objectively and fairly as we can, and I would 
like to assure the committee that 1 feel confident that the views I have 
just expressed have not impaired our objectivity in the administra- 
tion of this provision of the law. : 

This is the ultimate question that Congress has been discussing 
off and on, and so has the executive branch for I don’t know how 
many years. It would be, I think, a great public service if it could 
be decided wisely and finally. 

I think I would rather at this stage of things simply say that until 
that question is settled and the Congress itself is able, through the 
processes you have of bringing together so many different points of 
view and the practices of the different agencies, to settle this thing, 
it is undesirable for an agency like NASA, given the kind of busi- 
ness we have to do, to be compelled to be essentially different from 
the Department of Defense. 

Mr. Kine. Mr. Johnson, don’t you feel, though, that this ultimate 
question is inevitably before us ? 

We can’t evade it, and I, personally, would be most reluctant to 
predicate any decision of mine simply on the grounds of uniformity 
without coming to grips with this more ultimate question, and I 
haven’t made up my mind on it and I don’t want anything that I am 
saying to you to intimate that I have. I just recognize that as the 
ultimate problem, and I would be loath to take an action simply for 
the sake of uniformity if that action actually represented a step away 
from what I would otherwise consider to be the more desirable ob- 
jective. 

So, my comment is this: Don’t you feel that this subcommittee still 
must face this ultimate question and predicate its action on the basis 
of the ultimate question rather than on the basis of uniformity alone ? 

Mr. Jonnson. I’m sure that the committee can’t avoid facing the 
ultimate question. 

I do think, though—and I suppose maybe I must differ with you 
fundamentally on eral thee if a problem like this can’t be settled with 
some reasonable degree of uniformity, here is an area where equal 
treatment by Government agencies is a principle that is perhaps even 

aramount to the question that you are concerned with. I don’t mean 
y this you have to, say bring TVA into this picture, but you have 
here two agencies, NASA and the Department of Defense, that are 
doing a very similar kind of business with a similar segment of U.S. 
industry. 

I don’t think that vou will find that this is a question that lends 
itself to a very clear black and white solution . 

The very fact that Congress, itself, has dealt with it in such a 
variety of ways before, and the fact that it is argued by people who 
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have spent their lives in the patent field without clear-cut answers, I 
think would indicate that there is probably a lot to be said on both 
sides of the question, so that I don’t think you would be committi 

a really gross error by at least achieving uniformity before you have 
solved the ultimate problem. 

I think there is something essentially wrong with the U.S. Govern- 
ment, which, after all, is one legal person, dealing with a company 
through two different agencies on essentially the same kind of con- 
tracts and taking an invention with one hand and leaving it there 
with the other, or, say, two different companies—one that happens to 
be only contracting with NASA at that time and the other one with 
the Department of Defense, but on essentially similar kinds of busi- 
ness and involving inventions that are in the same field of technology, 

I think equality is still the basic principle of equity ; and it is more 
desirable here to have equality of treatment than it is to perpetuate 
er for fear you might depart temporarily from what would 
appear ultimately to be the best principle. 

r. Dapparto. Will the gentleman yield ? 

Mr. Kine. Yes. 

Mr. Dappario. If that is so and you feel there should be this equal- 
ity, why is it that you put a limitation on some of these departments, 
which are not under this restriction, when they make contracts in 
behalf of NASA, that this patent infringement type of restriction 
should apply ? 

Mr. Jounson. Mr. Daddario, as I said before, we are administeri 
this law as objectively as we can without regard to the perso 
opinions that I have been asked to express here this morning. As we 
see the law, it could not be intended that NASA, simply by placing 
an order with the Defense Department rather than entering into a 
contract with X Company directly, would cause an arbitrary difference 
in patent results. 

We know that when Congress writes a law, even as complicated as 
this, they can’t say everything, and we have to try to determine what 
the intent of Congress was. 

We read in section 305(b) : 


Each contract entered into by the Administrator with any party for the 
performance of any work shall contain effective provisions— 
and so forth. 

This is the basis for our patent clauses. 

It was our conclusion that Congress must have intended that when 
any work is placed as a result of a NASA iy etre ag by the Govern- 
ment it is within the intention of Congress that the patent provisions 
of section 305 apply. 

You wouldn’t get uniformity, anyway, because you would still 
have the NASA contracts as distinguished from the DOD contracts. 
So, you are already faced with the lack of uniformity. You have 
the contracts placed directly by NASA. You have the contracts 
placed directly by the Defense Department for its own business. 
Those are already nonuniform by virtue of the legislation. 

Now, you have this intermediate category of contracts placed by 
the Defense Department at the request of NASA with our funds and 
for our purposes, and this is the question : Should we throw these into 
the pot with the Defense Department contracts or should we throw 
them into the pot with our contracts ? 
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We felt that if we didn’t throw them into the pot with our contracts 
this would be just an open-sesame to an evasion of the patent require- 
ments of section 305. 

Mr. Dapparro. In some cases you have departments which enter into 
contracts for the benefit of NASA without necessarily utilizing funds 
obligated to NASA. They are essentially using their own funds. 

Isn’t that so? 

Mr. Jounson. There is—yes—a small amount of that. 

I don’t know of any new contracts of that kind being placed. 

Mr. O’Brien. No. 

Mr. Jonnson. I think all of our new business—you see, we have a 
certain number of contracts that were commenced originally by the 
Defense Department. We had an executive order last October trans- 
ferring a number of projects from the Air Force and from ARPA, 
and also the Vanguard project from the Navy Department, as an 
example. 

sg in the case of those projects, contracts were already in exist- 
ence and we have taken them over. That is a case where we clearly 
didn’t feel it would be legally proper for us to amend the contracts 
to change the patent situation, because if a contract means anything at 
all it means what it says when the contractor signs it. 

At the present time I don’t know of any cases where other Govern- 
ment agencies are continuing to place contracts with their own funds 
for our benefit. 

Mr. Dapparto. That is all. 

Thank you. 

Mr. Krva. Mr. Chairman, I don’t want to belabor this, but I would 
like to say for the record I think we would be derelict in our duty 
as a subcommittee if we did not consider the problem of uniformity 
in the context of the larger problem; that is, whether or not the Gov- 
ernment’s retaining patents is inherently a good policy or a bad policy. 

I feel that that problem is before us, and I just wanted to state 
that for the record. 

Mr. Mircue.i. Thank you, Mr. King. 

I think you have stated the purpose of the creation of this subcom- 
mittee, and that is the problem that we are going to look to. 

Mr. Bass, I am going to recognize you, but I have just one question 
first. 

What difficulty, if any, have you encountered as a result of the word- 
— the NASA Act and the difference in the policy of DOD? 

as it concerned you or made it more difficult to obtain contracts? 

Mr. Jounson. This is a difficult question, Mr. Congressman, to an- 
swer categorically. 

We have had a number of contractors express reluctance at first to 
enter into contracts with us and have even requested additional com- 
eyeion because of the loss of what would otherwise be their patent 

ts. 

think that in every case, even though it has taken time, we have 
negotiated this problem successfully and have not, I believe, to date 
been faced with a known situation of unwillingness to do business 
with NASA. 

We have also taken a firm stand against any additional compensation 
for the loss of what they regard as their patent rights, but which we 
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regard under the terms of the law as the patent rights of the United 
States. 

On the other hand, we have had a number of reports—these, | 
should say, are unauthenticated and it is not the kind of thing we can 
trace down easily—of companies that have put out the word to their 
own personnel that they will not accept any work for NASA; they will 
not do any work either as a prime contractor or a subcontractor which 
involves the loss of patent rights which they would otherwise retain 
if they were doing business for the Department of Defense. 

Now, it is very difficult to know the extent of that because when we 
out requests for proposals we don’t know whether a company that 

oesn’t respond is not responding for that reason or for some other 
reason. 


Also, when you get down to the subcontractor level, in the lower 
tiers, this is somet ing which some of our prime contractors might 
a more about than we do; but we have had information to that 
effect. 

Perhaps Mr. O’Brien could be more specific on this. 

Mr. O’Brien. No; I don’t think I could add very much to that, Mr, 
Johnson. I think that is the extent of my information. . 

Mr. Jonnson. We have to recognize, too, that we have been only 
in the beginning phase of this thing. It takes quite a long while for 
the impact of these things really to be felt. 

We have been in the beginning stage of our contracting program and 
the whole NASA program is still pretty young. 

So far I don’t believe we have had yet the first report, have we, of an 
invention made in the performance of one of our contracts ? 

Mr. O’Brien. No. 

Mr. Jounson. The ultimate—— 

Mr. Mircuety. In negotiating these contracts, if I may interrupt, 
have you had indication, without going into specifics, that if the con- 
tractor had the pedeqs right this contract could be let less cheaply to 
the Government ? 

Have they indicated that, knowing the existing law and knowing it 
could not be done? 

Has there been some such indication when you negotiate on these 
contracts 

Mr. Jounson. There have been some indications of contractors that 
wanted extra compensation for this thing, but it has been refused 
and they have taken the contract. ; 

The answer is that, from my personal knowledge—and, of course, 
there are many of these that I have not had personal knowledge of— 
I don’t know of that kind of case. 

Mr. Mirecnett. Mr. O’Brien. 

Mr. O’Brien. I know of none where they have placed a premium 
or said they would do it for a lesser amount if the patent provisions 
of their contract were similar to the Department of Defense patent 
provisions. 

I only have the instances where they had tried to make additional 
charges for taking the patent rights provisions of the NASA patent 
clauses, and this was not permitted and they didn’t take the contract 
with the original pricing. 

Mr. Mircuetu. Mr. Bass. 
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Mr. Bass. Then, Mr. Johnson, I assume you base your feeling in 
regard to this question primarily on the grounds of equity and what 
Shir rather than on any matter of impeding or hindering the defense 
effort because of this unequal treatment ? 

Mr. Jounson. I do base it on that, Mr. Bass, primarily. 

I think, too, with reference to Mr. King’s comments, I am looking 
at this mainly as a lawyer rather than as a person concerned, as the 
committee has to be, with the ultimate question of Government policy. 
I think that, as a lawyer, in the negotiation of contracts with indus- 
try, it is basically unfair for two Government 9 eR, both repre- 
senting, after all, the same U.S. Government, to be dealing in essen- 
tially different ways on a matter of this importance with the same 
contractors or with two contractors similarly situated. 

Mr. Kine. Would the gentleman yield at that point for one 
question 

Mr. Bass. Yes. 

Mr. Kine. Right in connection with that, Mr, Johnson, do you not 
feel that the waiver provisions in the law allowing the Administrator 
to waive them under certain circumstances—that if he exercised that 
rather liberally, that that might not bring about the uniformity that 
you desire 

Mr. Jounson. From the strictly legal point, Mr. King, the waiver 
provisions could be exercised to achieve absolute uniformity, but that 
would only be, I think, by disregarding the main intent of Congress 
in enacting section 305. ) 

I mean by that it would be necessary for the Administrator to 
adopt almost a policy of automatic waiver in every case, because 
typically the Department of Defense does not acquire title to inven- 
tions. 

Of course, this is what industry would like to have us do. It has 
been proposed to us. This is only natural. They would say, “Why 
don’t you just utilize this very extensive authority granted here and, 
if you think uniformity is desirable, announce a policy of automatic 
waiver in almost every case ?” 

It certainly doesn’t seem to us that Congress could have taken the 
trouble to enact a provision as elaborate and detailed as this is and 
expect that to be the result. 

Ve haven’t gone into our waiver regulations at this hearing today. 
We do have interim waiver regulations out and, while we think they 
are reasonably liberal, they don’t begin to go that far. 

Mr. Bass. Mr. Johnson, you pointed out a little earlier in your 
testimony that in the Atomic Energy Commission they are governed 
by the same policy as NASA. 

Is that not correct ? 

Mr. Jounson. Not precisely, but more like ours than like the De- 
partment of Defense. 

Mr. Bass. And you justified that on the ground that in the atomic 
energy field this was a brandnew field and, therefore, perhaps there 
was no inequity involved; is that right ? 

Mr. Jounson. Mr. Bass, I was simply explaining the difference 
between AEC and NASA. I don’t want to be in the position of 
justifying that legislation either. I don’t know enough about the 
atomic energy business. I do know, I think, enough about it to know 
that it is quite different from our business. 
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_ Mr. Bass. I always thought of your business as pretty much pioneer. 
ing, too. 

Phat is the point I am coming to. 

Mr. Jounson. Mr. Bass, here, I think, is the reason we have section 
305 in the act if I can speculate a little bit, because, as you know, this 
is a rather unique piece of legislation and has no significant legislative 
history behind it that we can read in the reports and the debates of 
Congress. In the establishment of a new civilian agency to carry on 
a very forward-looking program of research and development and a 
new and expanding technology, it must have seemed that the Atomic 
Energy Commission was the best precedent, the most analogous field 
of Government activity. But I think when you look at the kind of 
technology we are involved in, the kinds of contracts we are making, 
the very fact that most of the business we initially have had was 
transferred to us from the Defense Department, we must conclude 
that while we are out in a very forward field of technology, it is a field 
that has been in process of development a long, long time. You can’t 
just drive a sharp line between space technology and missile tech- 
nology and between missile technology and aeronautical technology, 

It is a field in which the Department of Defense has already had 
a long and well-understood patent practice, which the Congress has 
at least acquiesced in, because it has been well known and is one of the 
big features of our economy. 

I think the atomic energy field is quite different. It was develo 
originally as what you might call a Government-housed oflon 
through the Manhattan project. This was done in large Government 
laboratories and installations segregated from private industry. We 
have a rule of Government monopoly in that field that pervades the 
whole thing which we don’t have in the space and aeronautical field. 

Je must not forget either that this agency is the National Aero- 
nautics and Space Administration and the act is the National Aero- 
nautics and Space Act. It isn’t just space technology we are talking 
about. This is the National Aeronautics and Space Act of 1958, and 
this section 305 isn’t confined to space technology either. It applies 
to the whole field of activity of NASA. 

Mr. Bass. Now, for instance, if I may interrupt, we are in the 
process of developing the nuclear-powered engine. Is that done by 
the Atomic Energy Commission or us? 

Mr. Jounson. We are participating in this. 

I don’t know how much—— 

Mr. O’Brien. Yes. 

Mr. Bass. I was wondering: 

Mr. Jounson. I am not technically equipped to describe the divi- 
sion of effort between NASA and AEC on that sort of thing. 

Mr. Fuiron. We have the Rover program. 

Mr. O’Brien. Under the Rover program funds are transferred to 
AEC. 

Mr. Futron. If I may comment on that, under Rickover, of course, 
the AEC has the atomic nuclear engine and we have it under NASA 
under the Rover and other allied projects. There is a lapover. 

Mr. Jounson. In that area I know that Mr. O’Brien has worked 
out some patent procedures with the Atomic Energy Commission's 
patent counsel. Perhaps you would like to have him explain those. 

Mr. Bass. Yes; I would like to have him explain that. 
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Mr. O’Brien. In connection with Project Rover, the funds were 
transferred from NASA to the Atomic Energy Commission, which 
Jaced the contract with North American, and in this contract we 
bad both the Atomic Energy Act of 1954 and the National Aero- 
yautics and Space Act of 1958 to consider. The contract terms pro- 
vide that the inventions which emanate from the research work 
undertaken pursuant to that contract will be subject to both acts and, 
without going into any details of the patent article which was in- 
duded in that contract, it does attempt—and we hope it achieves that 
purpose—to make the inventions which were made in carrying out 
the research under that contract subject to both acts. 

That is about the gist of the situation, I would think. 

Mr. Bass. One final question: If this committee and the Congress 
should decide it would be better to change the patent policy with re- 
gard to NASA, would we not be forced into applying the same rules 
with respect to the patents of the Atomic Energy Commission ? 

Mr. Jounson. Mr. Bass, I don’t think so at all because they don’t 
have the same situation of relative uniformity in all these other re- 
spects with the Department of Defense that we have. 

Congress, as I have mentioned before, has already decided that in the 
field of general procurement regulations NASA is to follow the De- 
partment of Defense. 

This decision was made last year. : 

No similar decision has ever been made with the Atomic Energy 
Commission. 

It has been a unique operation from the beginning. 

So, whereas NASA is a separate agency, it doesn’t have the same 
kind of uniqueness in its manner of doing business. Congress has rec- 
ognized that in the legal field it is desirable for us to be as uniform 
with the Department of Defense as possible. 

Mr. Bass. Thank you. 

Ihave no further questions. 

Mr. Mironety. Mr. Fulton. 

Mr. Futron. We are glad to have you here, and I would like to go 
over this field rather widely so that we can check into and see what the 
problems are, and I would say to you, rather than have some of the 
answers directly today, I would rather have you give it some more 
thought, because I have been a member of the previous select commit- 
tee and was on the committee at the time of the conference report, and 
I was also one of the conferees when the patent provision was put in 

The question first comes up in this field, as it does in any field: What 
are the limits that we are talking about ? 

For example, are we going to talk simply about patents in space ? 
Are we going to talk about them in the field of aeronautics ? 

Are we going to talk about them in both fields? 

For my part, I could see there would be a distinction between the 
tm fields in aeronautics and in space. One, the aeronautics field, 
as been developed under the National Advisory Committee for Aero- 
nautics over a period of time under established principles. The other 
isan entirely new field. 

Now, would you agree with that ? | 
Would you agree that you could have a distinction between aeronau- 

tics’ patents and space patents? 
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Then I have some other distinctions I would like to make. 

The question is: In your mind, must the aeronautics field always 
apply to space in the patent field 

I don’t think they should. 

Mr. Jounson. I agree, Mr. Fulton, there can be a distinction between 
patents in the field of aeronautics and space. 

I would like to define “space” rather restrictively in that connection 
if I could, and recite the fact that we have already made this dis. 
tinction in our waiver regulations. 

As you know, the law doesn’t make any distinction between aero. 
nautics and space. 

Mr. Furron. I am going to point out the defects in the law, as] 
see it. 

Mr. Jounson. Yes. 

Mr. Futron. Likewise, I am going to point out the defect, possibly, 
in not distinguishing between research and development contracts ag 
regards patents and ordinary supply contracts either in space or 
aeronautics. 

Mr. Jounson. We made that distinction also. 

Mr. Fuuron. You see, our section we made in the previous select 
committee just applies across the field in aeronautics and space as well 
as on every type of contract. 

Isn’t that right ? 

Mr. Jounson. That is correct. 

I feel I must say a few words in self-defense at this point because—— 

Mr. Fuutron. No. I am just inquiring. I am not criticizing you, 

Mr. Jounson. May I say something in explanation ? 

We did make that distinction. We have made it administratively— 
and we were without any published legislative history on this to help 
us—because we simply could not believe, in the context of this section, 
that every time we entered into a contract for the supply of some office 
supplies or something of that kind it was intended that this kind of 
patent clause should go into it. We have confined the use of the patent 
clause to—we have a rather elaborate formula in our regulations; 
but, to oversimplify it, it is basically a research and development type 
contract. We felt, after all, that this is the only reasonable intention 
we could read into this section of the law; but the language is so broad 
that some of the initial commentators on this section made it appear 
more horrible than it actually is in practice. 

Mr. Fuuton. The point I am making is: The law is too broad, and 
in that connection I disagree with it and believe it should be more 
carefully written, so that, as a matter of fact, I would compliment the 
NASA, the Administrator, and the people who have been advising 
him on making the distinction as to the type of contract that the 
patent provisions apply to. 

Of course, when you come to a situation where there is a Defense 
Department type of contract, the Defense Department for years has 
had the provision that the particular person, the inventor, or the com- 
pany with the contract has the exclusive right to the patent, subject 
to a free license or, rather, a free use by the Government, unless the 
inventor or the particular person who made the discovery is an em- 
ployee of the Government. 
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Now, that brings me to the next question: Should we not have a 
distinction under the patent provisions of the NASA law as between 
the contractors and the employees ? 

I would say to you I see no Seapets reason why there should be 
a difference as to employees in this connection, Government employees 
in this connection, especially when we have the Executive Order 
10096 of 1950 covering all Government employees. 

When there has been such an Executive order and we have the 
Government Patent Board, why do we make a distinction in this 
particular act? 

I think the act might be deficient in that regard. 

What do you think? 

Mr. Jounson. Mr. Fulton, we have taken the position that section 
305(a) does not apply to our employees, but that they are still under 
Executive Order 10096—— 

Mr. Fuuron. I think that is fine. 

Mr. Jonson (continuing). Because it says: 

Whenever any invention is made in the performance of any work under any 
contract of the administration * * * : 

The term “contract” is a broad one, and I admit it would be argu- 
able to construe it so broadly as to include our employment contract 
with our own employees. But in view of the fact the Congress has, 
for example, in its TVA legislation dealt specifically with employees, 
we couldn’t believe it was intended to work a distinction between the 
NASA employees and, say, the employees of the Department of De- 
fense in view of Executive Order 10096. 

Mr. Fuuron. But you specifically limit yourself to the determina- 
tion of what the Chairman of the Government Patent Board has de- 
cided and the decisions of that Board, and under no circumstances do 
you go outside that and try to apply direct court decisions? 

You are restrained administratively, are you not? 

Mr. Jounson. Right. 

Mr. Futron. I will ask the other gentleman that question. 

Mr. O’Brren. Yes; this is true, Mr. Fulton. We are bound by the 
decisions of the Government Patent Board. 

Mr. Furron. So, the particular agency of the Government—and 
you are representing NASA here—makes its own determination and 
then forwards that determination to the Chairman of the Government 
Patent Board for his decision to see if it is right, doesn’t it? 

That is what you do, don’t you ? 

Mr. O’Brien. This is correct, sir. 

Mr. Furron. But even there the Chairman doesn’t decide whether 
the inventor is entitled to the invention unless the inventor, himself, 
appeals; isn’t that correct? 

Mr. O’Brien. The Chairman of the Government—— 

Mr. Futon. The particular person aggrieved must appeal ? 

Mr. O’Brien. The Chairman of the Government Patent Board has 
the inherent right to either agree or disagree with the initial deter- 
mination of the agency, but 

Mr. Furron. Yes; but he doesn’t review the particular ownership 
of the patent unless the inventor, himself, appeals; isn’t that right ? 

Mr. O’Brren. He may review the initial determination; yes. 
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I can’t agree with you, Mr. Fulton. 

I think he may review the initial determination. 

Mr. Futron. That is the practice. 

Iam trying to get the practice. 

Mr. O’Brien. Oh, yes; I think this is generally true. 

Mr. Fuuron. As a matter of fact, when it comes to the Chairman of 
the Government Patent Board, he then is the one who construes this 
Executive Order 10096 of 1950 in accordance with the court decisions 
and not particularly in reference to its strict legal language ? 

Mr. O’Brien. That is correct. 

Mr. Futton. Isn’t that correct ? 

Mr. O’Brien. That is correct. 

Mr. Furron. So that you have to go through this system to get 
a determination ? 

Is that not the case ? 

Mr. O’Brien. That is true. 

Mr. Futon. Let’s go a little bit further. Let’s look particularly 
to section 203(b) (3), where it says: “to acquire (by purchase, lease, 
condemnation, or otherwise), construct, improve,” and so on, and then, 
in the same sentence, includes “such other real and personal property 
(including patents),” and then it gives the right “to sell and other. 
wise dispose of real and personal property (including patents and 
rights thereunder) * * *.’ 

Actually, to me, that portion of the section referring to condemna- 
tion is completely unnecessary in this provision because we have other 
provisions that will take care of it. 

Is that not right ? 

Mr. O’Brien. With respect to patents, I believe this is true. 

Mr. Futon. With respect to patents. 

Mr. O’Brien. I don’t know about other properties. 

Mr. Jounson. We wouldn’t want to delete that wording because 
it applies to other things. 

Mr. O’Brien. A lot of other property. 

Mr. Futron. Yes; but lam referring only to patents—— 

Mr. O’Brien. I agree. 

Mr. Funron. And I think we should exclude the wording in that 
section applying to patents because under title 48 of the United States 
Code there is also the provision that takes care of that administrative 
authority for patents. 

Mr. Jounson. This will simply not be used. 

Mr. Fuuron. My point is: It is overlapping and redundant in 
respect to patents. So, the act is poorly written in that regard in that 
particular section. 

Is that not right ? 

Mr. O’Brien. I agree. 

Mr. Fuuron. I would say when no condemnation is necessary, be 
cause the Administrator can acquire the use of any patents there exist: 
ing upon payment of reasonable ihe 0 agp to the patentee, it would 
then further cloud the title of anybody and make it harder for the 
individual patentee. 

Is that not right? 

Mr. O’Brien. It would be if the authority were so exercised. 
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Mr. Jounson. I think it would be just inconceivable this authority 
would be exercised. 

Mr. Furron. Why shouldn’t we have a provision that gives to the 
inventor or the company that hires him the exclusive right to the 
ownership of the patent in commercial situations that have no direct 
relation either to military or security uses ? 

Mr. Jounson. I think several of your questions have come pretty 
close to the waiver regulations we have developed under the present 
law. 

Mr. Fuxron. Yes; that is correct, but I am trying to set what the 
law should be changed to because actually your regulations are based 
upon what the legislative intent of Congress must have been without 
any hearings on the pase provision and no legislative history. 

Is that not correct 

Mr. Jounson. Well, of course, the law itself gives us considerable 
discretion. So we haven’t really had to justify everything in terms 
of what Congress might have foreseen. 

We felt that Congress certainly expected the Administrator to use 
his best judgment, but at the same time you are quite right in saying 
that we have had to sort of look in the dark here in trying to stay con- 
sistent with what Congress must have intended. 

We have tried to do that. 

Mr. Fuuron. Then where supply contracts are concerned and there 
js either background information, trade secrets, or previous patent 
rights—in that case, it would seem to me this particular NASA Act of 
1958 is burdensome and restrictive. 

You see, it doesn’t give credit to the company which has a patent 
and experience built up ina particular field ; does it ?. 

Mr. O’Brten. I don’t know that I exactly follow you, Mr. Fulton. 

Mr. Futron. Here is the point—— 

Mr. O’Brien. I don’t think we acquire rights under background 
patents. 

Mr. Futron. Suppose some person, some inventor, or some com- 
pany has the background information, the trade secrets and previous 
patent rights in a particular field; the question is: Should these all be 
made available to the Government without reasonable compensation ? 

Mr. O’Brien. They should not and they are not under the act. 

Mr. Futron. Secondly, when there is a new patent or patent in that 
field or a substantial discovery that would require the company to 
disclose these or make them available to the Government, does the 
mere fact of an additional discovery in the field require them to come 
up with all this other background, patent and trade information ? 

Mr. O’Brien. Certainly not wih respect to background patents. 

There is some question about the acquisition of technical data in 
via ras practice the invention which is made under a contract with 

Mr. Futron. That is the question I am raising, and I wish you 
would submit some sort of statement on it to get the line of demarca- 
tion as to where that might be. 

(The information requested is as follows :) 

The first question concerns the issue of whether or not the operation of sec- 
tion 305 of the National Aeronatics and Space Act of 1958 is burdensome or 


restrictive upon contractors with respect to the Government’s acquisition of 
background patents or trade secrets. 
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With regard to background patents, the NASA Patent Regulations, Subpart 
A (24 F.R. 3575), specifically states that it is the policy of the Nationa] Aero. 
nautics and Space Administration to pay reasonable compensation for 
acquisition of “rights in background patents” and that the same will be acquire 
only by “specific negotiation,” not by the automatic operation of the contract 
clauses used to implement section 305 of the act. 

To the same effect, the special NASA “property rights in inventions” Clause, 
which appears as appendix IX-—A in these regulations, also provides in para. 
graph (g)(i) that any license granted to the Government does not imply the 
granting of any license under any dominating “background” patent. 

Accordingly (excluding those inventions made by Government employees) 
NASA does not acquire, except by direct purchase, any rights in an invention 
that has been reduced to practice prior to and independently of a NASA contrag, 

With regard to trade secrets as they may be involved in normal patey 
acquisition, the special NASA “property rights in inventions” clause, referpe 
to above, requires that the contractor shall furnish to the contracting officer g 
written report containing full and complete technical information concerning 
any invention made in the performance of any work under the contract. Cop. 
pliance with this clause may require the contractor to reveal background tee). 
nical information of a proprietary nature. Ordinarily, however, the type of 
information required for the preparation of a patent application is not tha 
type of “background information” which would be susceptible to protection as 
trade secret. Moreover, the NASA Patent Regulations, subpart A, paragraph 
1201.101-3(b), states that the contractor may initially furnish to the contracting 
officer only such technical information as may be required for the purpose of 
identifying an invention made by the contractor and in determining its utility 
in the conduct of aeronautical and space activities. When requested by the 
eontracting officer, the contractor shall, however, prepare and furnish such ad. 
ditional technical descriptions of the invention as will be adequate for ready 
transposition to patent specification form and for effective prosecution of the 
patent application. 

With regard to the matter of acquiring trade secrets directly, NASA’s prae 
tice is like that of the Department of Defense concerning the acquisition of 
technical data and of rights in technical data. In those NASA contracts whic 
have as one of their purposes the performance of technical or scientific work 
directed toward the development of models of equipment or practical processes, 
NASA requires that there be delivered such technical information as may lk 
necessary for the manufacture of the equipment or the performance of the 
process. To this end NASA has adopted the data clauses as set forth in se 
tions 9—-203.1 and 9-203.4 of the Armed Services Procurement Regulation. | 


Mr. Fuuton. I think that is a defect of the act at present. 

With respect to research and development, I think we could male 
a distinction there on that type of contract because generally indus 
is willing to give the background information, especially when its 
for a military or security purpose. 

Is that not right ? 

Mr. O’Brien. Generally, I think so. ' 

Mr. Furron. All right. Then let me disagree with the forme 


gentleman here a little bit. 


When you were speaking, 1 was making some notes. 
You had spoken of this being the creation of a civilian hace 


and remarked that this was a new field of patent law that is being 


developed for a civilian agency when, as a matter of fact, under th 


Department of Defense the provisions for patents were otherwise, 
ZI woulda like to point out to you in the TYA Act of 1933, under ¥ 


Voited States Code, as well as in the National Science Foundation A 
of 1950, there were two civilian agencies created, each of which } 
patent provisions different from the Department of Defense. 

At the time this act of 1958 that we are speaking of for NASA wij 
passed, we were within the emergency conditions, Which may now! 
forgotten, of the first orbit of t. 


e sputhnik, Secondly, no one thé, 
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knew-as much about space as we do now and we thought that it was 
anew field, that it was much over and beyond anything that was then 
covered by the National Advisory Committee for Aeronautics. 

I say in that connection, as a member of the former Space Com- 
mittee, that is why the National Advisory Committee for Aeronautics 
was not just continued and the space put as a subdivision under that 

articular body, but the whole new concept was set up that it was to 
fe the NASA rather than the NACA. 

One of the great differences between Dr. Dryden and myself—I will 

ak for myself, although I know that Mr. McCormack felt a little 
bit along the same lines that I did—was that, as it was discussed so 
many times in the hearings before the select committee, space was just 
a buildup of aeronautics. Now, our feeling was that it was a new 
field and should be treated as such; secondly, that it had a good bit 
of the security requirements of the Atomic Energy Act because at that 
time we thought that either the sputnik or a space platform could 
cause us to lose everything we had. Under those circumstances, we 
wanted no one company to find and get the key to space and then 
everybody else in the country or the Government have to go through 
that one particular source in the approach to space. 

So, I think you should take that philosophic background into ac- 
count when we are now, at a later time, looking at that past history. 
For example, I had written down here my recollection that the in- 
ventions or discoveries of any employee of the U.S. Government or 
by any employee of the TVA corporation, together with any patents 
on those discoveries, are the sole and exclusive property of the cor- 
ogg and the corporation is authorized to give licenses to various 

a r. Jounson. May I comment on that ? 

Mr. Futron. That is the provision of the TVA Act, as I recall it, 
in 1933, so that we do have a precedent for NASA. : 

Mr. Jounson. I would like to comment on that, Mr. Fulton. 

That provision you refer to applies to TVA research by its own 
employees. 

s I recall the report rendered by the Senate Judiciary Committee 
earlier this year on the TVA patent practices, they had acquired no 

a as a result of Government-sponsored research with private 
industry. 

As é said before, section 305 does not apply to NASA employees. 
It applies solely, on the other hand, to Government-sponsored research 
in private industries, and TVA is not a precedent for this situation 
at all. The TVA situation is taken care of under Executive Order 
10096, which imposes a certain regime on it. TVA is different from 
other Government departments, but it is not a precedent for this kind 
of treatment of contractors. 

The National Science Foundation, on the other hand, is not a prece- 
(ent either because there the legislative provision merely is that the 


) Foundation shall take such interest in patents as the public interest. 


requires and, as you know, the National Science Foundation has fol- 


} lowed the same practice as the Department of Defense in requiring 
) only a royalty-free license. 


Mr. Fuuron, As I recall it, the National Science Foundation pro- 


' vision requires that the contracts shall contain provisions regarding 
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the disposition of inventions produced under those contracts in g 
manner calculated to protect the public interest. 

Mr. Jounson. That is correct. 

Mr. Funron. And the discoveries and patents must be directly 1. 
lated to the subject matter of the contract, and in the case of eithe 
the contractor or the inventor being an employee it must be directly 
in connection with the assigned duties or the purposes of the contrag, 

Is that not right? 

Mr. O’Brien. Yes. 

Mr. Jounson. But the legislative provision does not say anything 
about the taking of title to those inventions being the rule in the cag 
of the National Science Foundation. In carrying out that particulg 
provision of law the National Science Foundation ordinarily does the 
same thing as the Department of Defense does and only acquires, 
license. 

[r. Futron. Yes, but don’t you think when there is a specific legis 
lative provision under the National Science Foundation Act of 19) 
that the contracts that are let shall contain provisions governing the 
disposition of inventions produced under the contracts in a manne 
calculated to protect the public interest that that certainly is a pm 
vision relating to the title and use and licensing of the patents! 

Mr. Jounson. It relates to that subject matter, but it doesn’t requir 
the Government to take title to the patents, by any means. 

Mr. Futon. No, but it certainly governs—— 

Mr. Jounson. If it does, the National Science Foundation has bee 
in gross disregard of the law for a number of years. 

Mr. Futon. No, but it certainly limits the use of the patents 
doesn’t it ? 

Doesn’t it limit the use. because every contract that is made with 
the National Science Foundation has to have these provisions in it 
that they are to be handled in a manner calculated to protect th 
public interest ? 

Mr. O’Brten. It seems to me it would certainly lead to some interes 
of the Government or some governmental interest being acquired 
but—— 

Mr. Futron. So, it is an extension in the act of NASA, but it is no 
contrary to these other two agencies and some of their actions. 


ne 


I think it is certainly a like comparison to compare these two pre 
vious civilian agencies—one, the TVA in 1933 and the other th 
National Science Foundation Act of 1950, as well as the Atomi 
Energy Act. 

Now, let us look at that for a minute. The Atomic Energy Act ha 
been changed by the act of 1954. Would you please comment on whi 
you think of the present state of the art in the Atomic Energy A¢ 
with the amendment of 1954 put in? 

Mr. Jounson. I am not competent to do that at all. 

Mr. Fu.ton. Would you please state that 

Mr. Jounson. I know the Atomic Energy Commission has had t 
mony recently before the Joint Committee, but I don’t feel compe 
to talk on that. 

Mr. Futron. I believe they appeared before a subcommittee of 
Judiciary Committee as well. 

Se you will give us a short statement on that, I would like to ha 
that. 
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(The information requested is as follows :) 


The question raised by Congressman Fulton concerns the statutory concept of 
aeronautical and space activities as it is used in section 305(c) of the National 
Aeronautics and Space Act. 

Section 305(c) imposes a responsibility upon the Commissioner of Patents to 
determine which applications for patents disclose inventions having significant 
utility in the conduct of aeronautical and space activities. It was suggested by 
Mr. Fulton that the concept is too broad and that it does not permit a distinc- 


tion between the field of governmental interests and the field of private interests 
regarding the area in which patents may not be issued without first having the 


applicant submit written statements of the circumstances under which the inven- 
tion was made. It was suggested that the responsibility of the Commissioner 
should be delimited and proposals for doing so were requested. 

It appears that the foregoing objective could be effected by statutory language 
pasing the selection criterion to be used by the Commissioner of Patents on the 
concept expressed in the NASA Patent Waiver Regulations, subpart 1 (24 FR. 
8788), of inventions— 

(1) primarily adapted for and especially useful in the development and 
operation of vehicles, manned or unmanned, capable of sustained flight with- 
out support from or dependence upon the atmosphere, or 

(2) of basic importance in continued research toward the solution of 
problems of sustained flight without support from or dependence upon the 
atmosphere. 

Mr. Futron. Could we make a distinction, then, between patents 
that are not being used for what we would call the welfare of the 
Government ? 

Suppose you had a patent discovery where its prime importance 
or effect. was relating to the welfare of our Government or some im- 
portant governmental function; would you make some distinction 
there in trying to eliminate and put into the private field such patents ? 

Would it not have that effect ? 

Mr. Jounson. I didn’t hear the last. 

Mr. Furron. For example—I will simplify it—to protect private 
industry in the private field, where there are nongovernment usages 
chiefly. 

Mr. O'Brien. Yes. I think that we have tried to make such distine- 
tions in patentable inventions in our waiver regulations. 

We have tried to reserve an entire area of patentable inventions, 
with respect to which no waiver would generally be granted, as those 
inventions which become perhaps associated with the public interest, 
so that it wouldn’t be to the public benefit to grant rights in these 
inventions, inventions used almost exclusively in outer space, solar 
sails, or something of that character, because to grant rights in these 
inventions or patents on these inventions might carry the inference 
that private industry or private parties were authorized to go into 
outer space under no governmental regulation. 

We have also in our waiver regulations identified a class of inven- 
tions as those inventions which have predominant commercial utility 
and only incidental utility in space and aeronautics. 

Mr. Fuuron. Yes. Now, there is a comment there—— 

Mr. O’Brien. As to this type of invention, we are granting or pro- 
posing to the Administrator to grant waiver of rights so that the con- 
tractor who made these inventions can exploit the invention to the 
public benefit, to bring these inventions into the hands of the public 
and to use the patent for that purpose. 

Mr. Fuuron. So, my comment is: Section 103, when it makes the 
definitions that are very broad covering both equipment that is usable 
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and possibly exclusively in outer space, as well as commercial- 
equipment, is, therefore, too broad in its coverage and should 
changed. 

So, I would make a change in the definitions in section 103 to make 
the field of private enterprise sap and to protect what we in Govern. 
ment are deeply interested in, that is, the things that are related to 
Government uses, exclusive outer space uses or weapon purposes. 

What do you think of that ? ; 

To summarize, that is to change the definitions and restrict them 
in section 103. 

Mr. O’Brien. Well, I think the definition of aeronautical and space 
activities, as set. forth in section 103, is broad and probably could be 
more carefully defined. 

I haven’t given much thought to that, Mr. Fulton. 

Mr. Fuuron. Would you look into that and submit us some sort of 
recommendation along the lines I have been trying to point up here! 

I would rather not do it here because the time is running out. 

Mr. Jounson. That definition, Mr. Fulton, is only of significance in 
connection with section 305(c) insofar as patent matters are concerned, 

Mr. Fuuron. That is correct. 

Mr. Jounson. That is where the term appears. 

Mr. Futon. It has to be taken in connection with section 305(e), 

Just one more point and I am through. 

I was just trying to think back. 

The question comes up of the development of the space field in rela- 
tion to time. I can see that when we were passing and preparing for 
the passage of the act of 1958 we were under emergency conditions, 
The question now occurs: Are we in the same emergency conditions in 
space and are we in the same relative place where we have such a lack 
of knowledge that we have to keep the field open and, therefore, have 
a larger Government interest in these patents or has the time come 
where we now see more about the field and we should, therefore, say, 
as I would recommend, that the field of private enterprise and in- 
dividual initiative and private rights should be more stressed ? 

Would you comment on that? 

Where are we in point of time in relation to a transition period that 
is different from the Atomic Energy Commission in its development! 

Mr. Jonnson. Well, I think we are in a substantially different posi- 
tion than we were a year ago. 

I know our Administrator has made several statements to that 
effect—that we are able to shake down, in a sense, into a more orderly 
program and know where we are going and the worthwhileness of 
the things we are doing in a much better way than we were a year 
ago when it was necessary to try to do everything at once. 

I don’t think that I can compare this very profitably, Mr. Fulton, 
with the Atomic Energy Commission. 

Mr. Fuiron. As you remember, the patent section of the American 
Bar Association at its 1956 meeting had recommended the repeal of 
the provisions of the Atomic Energy Commission patent sections 
They wanted them repealed. 

They haven’t taken any action since. 

Then at their 1958 meeting they recommended the outright repeal 
of the patent sections of the NASA Act. 
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To me, that probably goes too far and my disposition would be to 
try to go over it, as we are today, and pick out the places where the 
janguage is too broad and the provisions cover more than we intended 
because at the time we passed it, at that stage of the art, we couldn’t 
make definite provisions that would account for all these variations. 

Now, which approach would you use? 

Would you use the ABA approach or would you use the approach 
that some of us on this committee recommend of revision, and move 
toward the private ownership and the private field? 

Mr. Jounson. Mr. Fulton, this, of course, is a question that we are 
all sweating over a good deal up in NASA right now in preparing 
our legislative recommendations for the next session of Congress. 

I would not expect Congress to repeal outright section 305, and I 
wouldn’t think, speaking personally now, that NASA would make any 
such recommendation. 

It seems to me that 

Mr. Fuuron. You, therefore, disagree with the patent section of the 
American Bar Association at its 1958 meeting ? 

Mr. Jounson. I read that. I don’t recall the detail now, but if it 
js true that they recommended simply an outright repeal I would 
disagree with that. 

On the other hand, there are two ways of approaching it, and I 
think—— 

Mr. Furron. Actually, while you are on that point, while we are 
commenting on what they did do, they had a resolution opposing 
Government ownership of the patents and inventions arising from 
Government-financed research and development as well as repeal of 
the patent sections. 

I must say that to you. 

Mr. Jounson. Yes. 

Mr. Fuuron. 1958. 

Mr. Jounson. You have mentioned as a precedent the National 
Science Foundation provision. I would think that would be prob- 
ably the minimum that the Congress ought to do, if you were to 
aatslco a radical treatment of section 305. Substitute something 
of that kind, which would express the concern of Congress in the 
sepetion of the public interest in patents in this field, but would 
eave to the Administrator great discretion as to how to do it, without 
imposing the kind of rules from which we now have to depart by 
means of waiver. 

This is quite a different thing from section 305. 

Mr. Mircurety. Would the gentleman yield? 

Mr. Furron. I would like to have him continue. I am very inter- 
ested in this point. 

Mr. Jounson. I say this without regard to whether the National 
Science Foundation has or has not carried out its legal responsibilities. 

I don’t have any opinion on that either because I don’t know enough 
about their business. 

In the alternative—and it is my guess, if I must do some forecasting 
ae is probably the way we will present our legislative pro- 
posals. 

Mr. Fuuron. I will be glad to hear it. 
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Mr. Jounson. In the alternative, we would propose a cleanup of this 
legislation along the lines you have mentioned this morning. 

There are some things that obviously were done in haste, it seems to 
us, in this section and, on the basis of the past year’s experience, even 
in line with what one might call the overriding philosophy of this see. 
tion, you can make a lot of changes in it and make it more understand. 
able and easier to administer. 

Certainly I think the ultimate choice, as far as patent philosophy jg 
concerned, is going to be one that the Congress will have to make and 
i to make, I think, with this question of uniformity in mind, as 
well as Mr. King’s ultimate question. 

These two things have to be balanced, and whether you give one the 
ee consideration or the other I think is a very serious legislative 

roblem. 
. My own personal preference would be to substitute for section 305 
something very much like the general principles in the National Sci- 
ence Foundation Act and then hold us responsible for the way we pro- 
tect the public interest. 

Mr. Fuuron. How would that then correlate with your previous 
statement on the Department of Defense ? 

Why do you now say you would correlate this with the civilian 
agency, the National Science Foundation Act of 1950, when previously 


I thought you were going to say correlate it with the military and De. 


partment of Defense practices ? 

Mr. Jounson. I am not suggesting the National Science Foundation 
just for the sake of making NASA uniform with a civilian agency. 

he National Science Foundation practice is. actually the same as the 
Department of Defense practice at the present time. Now, that prae- 
tice could be changed. If it seemed to be desirable in the public inter- 
est to change the practice under the broad terms of the National Sci- 
ence Foundation Act, they could do it. Under that kind of authority 
from Congress we could, as a matter of administrative policy, make 
our policies as uniform with those of the Department of Defense as 
we felt the situation demanded, and we could examine the results of 
that on the case-by-case basis to see whether the public interest. was 
adequately protected. 

In order to achieve uniform practice with the Department of De- 
fense, you don’t have to have uniformity in statutory language. The 
Department of Defense has no statutory language. The broad grant 
of authority to the Administrator to take such action as is in the pub- 
lic interest, which is really what the National Science Foundation Act 
says, could result in uniformity of practice, although not in uniformity 
of statute. 

Mr. Furron. But you would still have that assertion of title under 
the section 305(d) and (e) remain subject to the Board of Review of 
the Patent Interferences, wouldn’t you, and you would also have the 
final decision on the authority of the Administrator of NASA, 
wouldn’t you, that is, the final decision on waiver ? 

Mr. Jounson. If we did the thing I was just suggesting, you would 
eliminate all of this portion of section 305 that relates to title. 

The National Science Foundation Act has nothing about title in it, 
Mr. Fulton. 
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Mr. Futon. I know, but I am still saying: Wouldn’t you still retain 
4 waiver provision of some type or a title provision and keep it under 
the Review Board of Patent Interferences and leave some final author- 
ity on that particular type of thing in the Administrator of NASA? 

Mr. Jounson. I don’t see how they are compatible. : 

It seems to me what you are suggesting now is that you really retain 
a rule that says title will ordinarily vest in the Government with the 

wer of waiver vested inthe Administrator. i 

This is radically different from what the National Science Founda- 
tion Act says. The National Science Foundation Act doesn’t impose 
arule of title ee, 

Mr. Fuuron. That is right. 

Mr. Jounson. It leaves all the discretion to the head of the agency. 

Mr. Futron. So, you would then have the complete title provision 
cutout inthe NASA Act? 

Mr. Jonnson. This is what I would say my er preference 
would be at the present time in view of the fact I feel very strongly 
about the inequity that now exists between the DOD practice and ours, 

Mr. Futron. That is all. 

Thank you. ; 

I appreciate very much both of your comments, which have been 
excellent and very interesting. 

Mr. Mircueiti. What you are saying, Mr. Johnson, in substance, is 
that you are suggesting legislation which would give to the Admin- 
istrator the right to determine the specific phraseology that would go 
into the contract insofar as whether the Government would retain title 
or not; is that it? 

Mr. Jounson. This is correct, which is the way I read the National 
Science Foundation Act. 

Mr. Mircuetu. Mr. Daddario. 

Mr. Dapparro. Mr. Johnson, taking the present posture of the space 

am into consideration and also last year’s experience, do you 
fn any need that NASA have greater protection in inventions than 
the Department of Defense ? 

Mr. Jounson. I don’t think so. 

By this, I am not meaning to say I agree entirely with the Depart- 
ment of Defense policy as a matter of policy either; but on this ques- 
tion I would say—and I might hark back to Mr. Fulton’s remarks 
about the great interest in such things as space platforms and security 
interests, and so forth; naturally, all of this applies to intercontinental 
ballistic missiles, too—you have got the most urgently needed things 
with the greatest security considerations right over in the Department 
of Defense. 

Our work by and large, is unclassified. Not all of it, but the den] 
portion of it is in the nonmilitary side of the program. I think I 
would have to say, honestly, that I cannot see any reason why there 
is a need for acquisition of title to inventions under our contracts 
if such a need does not exist under Department of Defense contracts. 

Mr. Dapparto. Following that further, if such a need does not exist 
and, therefore, we can assume from that there is an imposition of a 
greater need than is necessary on these companies which might wish 
to enter into contracts with the Government, is this added prohibition, 
if we can put it that way, affecting the space movement ? 
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Are companies not contracting with you as a result ? 

Mr. Jounson. I testified earlier that it is very difficult to get definity 
information on that. 

Mr. Dappario. What is your thought? 

Mr. Jounson. We have not encountered so far in any of our nego. 
tiations with contractors a turndown because of this. 

We have encountered a lot of resistance, but they have all beey 
negotiated successfully. 

We cannot be sure, of course, that some of the om we hear about 
the complete unwillingness of some companies to do business with 
NASA may not be true. 

We have had rumors and reports particularly at the subcontractoy 
level that some companies have “we out the word they don’t want the 
business; they will not do any business that involves the vesting of 
title to any of their inventions in the Government and, hence, their 
people are not to bid on NASA contract proposals. 

his kind of thing is hard to get definite information on because 
you just don’t know about the people who don’t respond to your jn- 
vitations or requests for bids and proposals. : 

Some may be doing it because they don’t want the business; they 
are completely booked up or they aren’t interested; or they may be 
staying away for this reason. 

You cannot be sure of this. 

Mr. Dapvpario. Mr. Johnson, if you have a company which is in the 
aeronautical field and, because of the great interest there is in s 
it has a strong research and development section, couldn’t you assume 
they would look very carefully into putting the endeavors that they 
have already put into this field to the use of the Government, when 
that whole program could then be taken by the Government and then 
passed off into commercial enterprises or to other countries or to other 
companies, and this could be research and development which they 
have built up to this point with their own means and without any 
Government assistance whatsoever ¢ 

Mr. Jounson. I could speculate along those lines.. That sounds 
quite reasonable and, of course, we are told by industry this is exactly 
their reaction to it. 

Mr. Dapparto. Wouldn’t you say this must be the reaction because 
this is the traditional way which many companies, those with great 
tradition, have operated ? 

Mr. Jounson. Yes. 

Mr. Dappario. They have looked ahead; they have research and 
development pengranne to keep themselves apace with progress? — 

Mr. Jounson. That is true. 

Mr. Dappario. And it must necessarily, as a result, be something 
that they would look into very carefully, and if they are doing ‘80, 
this need that you have tagged on here and which you, yourself, say 
is not necessary, is probably slowing down the whole space program 
because companies are staying away from it? 

Mr. Jounson. Mr. Daddario, I simply cannot say I know the pro- 


gram is being slowed down by this. I couldn’t honestly say that. 
Everything you say sounds reasonable, and we are told that there 

are companies that are reluctant—in fact, even unwilling—to do 

business, particularly with our prime contractors on the sublevel. 
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I couldn’t document it by saying I know X company or Y company 
or Z company has refused to 0 business with us or has slowed down 
their participation because of this. 

Mr. Dappario. Let me ask you this: Let’s assume there is a situa- 
tio where you have a company that does enter into a contract with 
NASA and, in the performance of this contract, it uses other in- 
yentions which it has produced to increase its technical superiority 
or potential. What would be the situation involving the utilization 
of these other inventions ¢ 

Mr. Jounson. Do you want to comment on that ¢ 

Mr. O’Brien. Yes. 

I will comment on this, Mr. Daddario. 

We do not, by acquiring a right to use or by acquiring title to an in- 
yention made under contract. with NASA, acquire also rights under 
patents on inventions developed independently of a Government con- 
tract. ‘These are called background patent rights on inventions. 
The ownership or right to practice the invention under contract, 
where we acquired rights, does not automatically give the Govern- 
ment rights under these background patents. 

Mr. Dapparto. Who is to decide whether it follows within one 

tentor the other? | 

You have no way of waiving, do you, under the present provisions, 
these rights to inventions before a contract is signed ? 

So, if you sign the contract, then it is up to your administrator 
todetermine whether or not they are background inventions or whether 
or not they fall within the area under which they can then be sepa- 
rated from Government control ? 

Mr. O’Brien. I think I misunderstood you perhaps as to what you 
regard as a background invention. 

We regard as a background invention an invention which has been 
made by a contractor prior to the entering into a contraet with 
NASA, and by “made” we mean actually reduced to practice. 

As to those inventions, NASA would acquire no rights merely be- 
cause an improvement on that invention was made in the pursuance 
of research work under a NASA contract. ; 

Mr. Dapparto. Let me ask you this: Is there any provision at the 

resent time under which a waiver can be granted before a contract 
isentered into 

Mr. O’Brien. The law so provides. 

Our regulations do not provide for granting of any waivers prior 
toentering into a contract. 

Mr. Dapparto. Then, under the act, the situation is this: Under all 
circumstances, even though the Administrator would have the au- 
thority, as the chairman has pointed out previously, you would first 
have to give him the complete control and he would then have to 

decide whether or not it fell within thecategories set forth? Q 

Mr.O’Brren. Thatisright,sir. 

Mr. Jounson. I think we might mention the prima facie case for 
waiver, though, in this connection. I" 

Mr. O’Brien. Yes. 

Mr, Jonson. I think this is related to the questions you asked. 

Mr. O’Brien. Yes. 
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In this regard, we have established certain categories of invention, 
If an invention which is made by a contractor falls within these cate. 
ories, and he can show to the Administrator or to the Inventions anq 
Cesitributions Board that this is so, then the contractor has established 
a prima facie case for waiver of title or the waiver of the right of the 
United States to acquire title. 
Now, these classes of inventions are, one, those inventions which q 
contractor may have conceived prior to entering into a contract with 
NASA and upon which he has filed a patent application, but which 
was first actually reduced to practice in the performance of the 
contract. 

That is the first class. 

Mr. Dapparto. Before you go further, because there isn’t much time 
and there may be others who have questions, there is one thing which 
bothers me here and I am sure you can give me the answer. 

When a waiver is granted under any circumstances, are ther 
minimum requirements / 

Mr. O’Brien. There are. 

Mr. Dappario. Therefore, there is no such thing as a complete 
waiver 

No matter what the situation might be, once an invention come 
under the jurisdiction of NASA, whatever waiver is granted, ther 
are minimum requirements and, therefore, a sort of a cloud on the 
title of whatever the invention might be ? 

Mr. O’Brien. The first class of invention which I gave you—ther 
are very minor requirements. 

Mr. Dapparto. But some? 

Mr. O’Brien. With respect to this first class of invention, the re. 
quirements would not place any cloud on title. 

We have certain requirements in our waiver instrument, but as to 
those requirements they would not place a cloud on title. 

As to other categories of invention, the requirements are provi: 
sional ; that is, title is provisional, the retention of title is provisional, 
upon the satisfying of certain requirements, those requirements bei 
that the invention should be developed to the point of practical appl: 
cation, which means that it must be developed so that it is put inte 
the hands of the public. We believe that the granting of rights 
inventions to a contractor by waiver must carry some assurance that 
the contractor will not shelve the patent on this invention or not le 
the public have the benefit of it. If this were to be permitted the 
waiver would not be in the public interest. For that reason, we hav 
placed compulsory working provisions upon the grant of thes 
waivers. So, if the invention has, in our view or in the view of the 
contractor, to which we agree, "sane nee commercial interest and 
only incidental interest and uti ity in space and aeronautics and we 
give him the right to acquire title in the invention and the right 


to acquire a patent on it, then we say, “You shall practice this inven- 


ac 


tion; you shall put it into the hands of the public within a period 
of years or you shall make it available for license to anyone whi 
desires so to do.” 

Mr. Dapparro. Does that include foreign governments and foreigi 
countries, anyone who would do so? 


Mr. O’Brien. No; I think not. 
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Mr. Dappario. You think that would be restricted to the conti- 
nental limits of the United States? 

Mr. O’Brien. Yes. 

Mr. Dapparro. That is all. 

Mr. Mr. Quigley. 

Mr. Quieter. I have no questions. 

I do regret my inability to be here on time. I occupied the witness 
stand in another committee and on a matter which was controversial. 

[couldn’t quit under fire. So I had to stay, and I deeply regret it, 
because I wanted to get here and get the benefit of this background 
presentation. So I will have to study the record. 

Mr. Mr. Yeager. 

Mr. Yeacer. Mr. Johnson, did I understand you to say in the rec- 
ommendations for legislation next year there will be some recommen- 
dations for a change in section 305 ? 

Mr. Jounson. No, Mr. Yeager. I didn’t predict that positively—— 

Mr. Yeacer. There might be? 

Mr. Jounson (continuing). As to what NASA’s position would be. 
I said we are hard at work in developing this as a part of our entire 
legislative program, and I said that, so far as a personal prediction 
was concerned, I would predict that we might submit even alternative 
provisions as means of treating this problem. 

I suppose, if we did that, we would have a clear-cut recommenda- 
tion as to which one we preferred. 

I certainly think it is fair to say we will have some legislative 
recommendation to amend section 305. 

I don’t see how we could help but have that. This is one of our 
major legal problems. 

Mr. Mircnett. You are going to have to live with this law, and 
certainly you should give us the benefit of your experience and your 
recommendation. 

Mr. Jounson. Yes, sir. 

Mr. Yeager. Might that include section 306, too, on the-——— 

Mr. Jonnson. That is an entirely separate question. At the pres- 
ent time, I don’t personally have any 

Mr. Yeacer. This doesn’t give you concern at the moment, then ? 

Mr. Jounson. No, 

Mr. Yeager. As 305 does? 

Mr. Jonnson. No; this is an entirely separate question. 

Mr. Yeacer. I would like to develop just one brief line here. 

You have interpreted in section 305(a) the phrase “any work” to 
exclude procurement contracts; is that correct ? 

Mr. O’Brien. Yes, sir. 

Mr. Yracer. And according to the memorandum, I think, of May 6, 
which you submitted to this committee, you indicated that you are 
requiring your patent clause in contracts where the work is of a tech- 
meal or scientific or engineering type. Does this extend to subcon- 
tracting ? 

Mr. Yes. 

Mr. Yeager. It does? 

Mr. O’Brien. Yes. 

Mr. Jounson. The description is a little more elaborate than that. 

Mr. Yracer. Yes. 
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Mr. Jonnson. I think you are giving it sort of a shorthand charge. | 


terization. 

Mr. Yracer. Yes; but what I wanted to get at is not in direct refer. 
ence to that provision. What Iam getting at is how you arrived real} 
at the intent of Congress on this, and again in section 305(c), where 
apparently you have interpreted this to mean that this section applies 
only in the case of work done under a contract with NASA. You say 
NASA has concluded that this was not intended—this section was not 
intended—to give the Government rights under inventions outside the 
contractual situation with NASA. 

Mr. O’Brien. We regard this provision of the act as a policing pro. 
vision. 

Mr. Yeager. How did you reach that conclusion ? 

Mr. Jonnson. Mr. Yeager, you have asked several questions. I am 
not sure just which one I am answering first. 

Mr. Yracer. How did you reach the conclusion that Congress did 
not intend for section 305(c) to apply to situations other than thos 
where a work contract was under NASA? That is what I was get. 
ting at. 

Mr. Jounson. Section 305 (c) 

Mr. Yeracer. The record, as I recall the previous testimony, is}, 
pretty skimpy on this—— 

r. Jounson. Yes. 

Mr. Yeacer (continuing). And I was just wondering whether you 
perhaps didn’t have to just play it by ear. 

Mr. O’Brien. I think a reading of 305(c) and a reading of 305(d) 
indicates that the information or the material, which, under these 
provisions of the act, the Commissioner of Patents is required to se 
cure from the applicant for a patent, is that information and material 
which bears directly upon the circumstances surrounding the making 
of the invention and whether or not it was made under any contract 
with NASA. 

So, if all of the information and material which is submitted in 
these statements, which the Commissioner secures, bears on the ques- 
tion of whether or not the invention was made under any contract 
of NASA, what other purpose could this provision of the law have 
other than to make inquiry as to whether or not it was made undera 
contract ? 

Therefore, we believed this provision generally to have two pur 
poses, the first providing a policing provision for our contracts and 
the second providing an opportunity to have the Administrator’ 
determination, subject to a review by another independent agency; 
namely, the Board of Patent Interferences of the Patent Office or, 
ultimately, the Court of Customs and Patent Appeals. ‘ 

We tried to derive from this subsection of the act some incidental 
advantage to NASA, from a technological point of view, that in 
bringing this information to the attention of the NASA technical 
staff, where the inventions are of significant utility to space and aero 
nautics, NASA might derive some technological benefit from its dis R 
closure. 

It hasn’t proven to be of much value in this respect, but—— oe 

Mr. Yeacer. What I was trying to get at was: You say you believe 
this to have been the case, and it thus seemed coins to yol. 


elieve 
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But as far as the record shows, there isn’t much to go on, since there 
were no hearings and very little debate on it in Congress, and the con- 
ference report was very meager, 

Mr. O’Brien. The conference report has—— eae 

Mr. Yxacer. It wets something about it, but my question is: 
Wouldn’t you agree this is susceptible of a different interpretation ? 

Mr. Jounson. Mr. Yeager, I would like to answer that. 

You mentioned before, I think, three or four important interpreta- 
tions we have given to section 305. In the absence of any legislative 
history, all of these have been rather arbitrary. I have to admit that. 

This is the problem you are faced with in giving an initial interpre- 
tation to any important piece of legislation. 

I don’t think in any of these cases that we have done violence to the 
statutory language, and we have always tried, as well as we could, to 
discover from reading the sections as a whole what we felt the legis- 
lative intent was. : 

Mr. O’Brien has just explained how we think the interpretation 
we have given to section 305(c) does derive from a study of the section 
asa whole. 

Mr. Yeacer. Sure. 

Mr. Jounnson. This is true of all the rest of it, but we would admit 
these are arguable propositions. 

We have tried in each case also, while not doing violence to the lan- 
guage, to try to reach an interpretation which we thought was a most 
workable one and one that we could administer. 

Mr. Yeacer. Yes. 

I wasn’t suggesting there was any violence done to it. The only 
point I was driving at was: Unless these sections are clarified, perhaps 
at some point in the future a future administrative body might very 
well construe them differently than you have. 

Mr. Jounson. That is quite possible. 

I would like to say, too, that we have tried, each step along the way, 
to keep the committee fully informed of the administrative interpre- 
tations we have given this act. 

I think you have been constantly supplied with our regulations and 
contract clauses and have been informed of all our significant steps 
just as soon as we have taken them. 

Mr. Yeacer. Thank you. 

That is very helpful. 

Mr. Mr. Bass. 

Mr. Bass. Mr. Johnson, I just want to say I have been very much 
magreceed with your presentation, and particularly the grasp that you 
and Mr. O’Brien have shown of this very complicated technical field. 

Would you give us, very briefly, a biographical sketch of yourself? 

It might be interesting. 

Mr. Jounson. I am a graduate of DePauw University, and Uni- 
versity of Chicago Law School, and have a graduate degree from Har- 
vard Law School, LL.M. Iam amember of the Illinois bar, practiced 
law in the general counsel’s office of the Chicago, Burlington & Quincy 
Railroad and with the law firm of Wilson & McIlvaine in Chicago 
before World War IT. 

Mr. Bass. I know the firm very well. 

Mr. Jounson. I have 3 years of active duty in the Navy. 
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My Government service—I have been with the Department of State 
in the Office of United Nations Affairs and with the Department of 
the Air Force where I was General Counsel for the last 6 years before 
assuming the position of General Counsel of NASA last October, 

Mr. Bass. How old are you? 

Mr. Jounson. Forty-three. 

Mr. Mircuety. Any further questions ? 

Mr. Dappario. No further questions, Mr. Chairman. 

Mr. Mircuetu. Let me express appreciation on behalf of the com- 
mittee for the appearance of both you, Mr. Johnson, and you, Mr, 
O’Brien. Certainly the information you have given us will be of 
help. As I stated previously, we are in no hurry on this matter and 
we will be looking forward to seeing you back with an official 
recommendation. 

Thank you very much. 

Mr. Jounson. Thank you very much, Mr. Chairman. 

Mr. Mircuei.. The committee will be in recess until 10 in the 
morning. 

(Whereupon, at 12:04 p.m., the meeting was recessed, to reconvene 
at 10 a.m., Thursday, August 20, 1959.) 
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PROPERTY RIGHTS IN INVENTIONS MADE UNDER 
FEDERAL SPACE RESEARCH CONTRACTS 


THURSDAY, AUGUST 20, 1959 


Hovss or REPRESENTATIVES, 
SvuBCOMMITTEE ON PATENTS AND SCIENTIFIC INVENTIONS, 
CoMMITTEE ON SCIENCE AND ASTRONAUTICS, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10:10 a.m., 
Hon. Erwin Mitchell (chairman of the subcommittee) presiding. 


Mr. The subcommittee will be in order. 


This morning we are privileged to have Mr. Ray M. Harris, Assist- 
ant Patent Counsel, National Aeronautics and Space Administration, 
who formerly was chairman of the Armed Services Procurement Regu- 
lations Committee, and procurement and patent specialist, Depart- 
ment of Defense. 

Mr. Harris is presently with the Space Administration, as I pointed 
out. The purpose of his appearance today is to brief the members 
of the committee on patent policies followed by the Department of 
Defense and other Government agencies. 

Weare happy to have Mr. O’Brien back again this morning. 

Do you have a prepared statement, Mr. Harris? 


STATEMENT OF RAY M. HARRIS, ASSISTANT PATENT COUNSEL, 
NASA; ACCOMPANIED BY GERALD D. 0’BRIEN, ASSISTANT GEN- 
ERAL COUNSEL FOR PATENT MATTERS, NASA 


Mr. Harris. Mr. Chairman, as announced, my subject was supposed 
to be the patent policy of the Department of Defense and other Gov- 
ernment agencies, but I felt they were discussed pretty extensively 
yesterday and — if the members have any more interest in 
those policies than was brought out yesterday, it could be handled 
by questions. 

On the other hand, in view of some of the questions raised yesterday 
I thought the members might be interested in a discussion of some of 
the more fundamental aspects of the patent problem and system as an 
aid to arriving at a determination of what the Government’s patent 
policy should be. Mr. King particularly raised that question. 

I thought if the committee would care to, I would discuss that aspect. 

Mr. Mrrcuet.. I think it would be most benefiting. 

Mr. Harris. My prepared statement here is a couple of pages of in- 
troduction. The first paragraph is what I have already said and then 
the second paragraph : 
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I would like to say at the beginning that these are my persona] 
views and have not been coordinated with my superiors, Mr. O’Brien 
and Mr. Johnson. I agree with Mr. Johnson, who spoke yesterday 
that this problem is so complex that it is difficult to give a categorical 
answer. 

As Mr. Johnson said, this problem has been with us for many, many 
years. One might be justified in arriving at different answers to the 

uestion with respect to Government employees’ inventions versus 
overnment contractors’ inventions, with respect to different Govern. 
ment agencies, and with respect to different fields of technology, 

The problem is currently being studied by the staff of the Patents, 
Trademarks, and Copyrights Subcommittee of the Senate Committe 
on the Judiciary and ie an interdepartmental working group under 
the chairmanship of the Commissioner of Patents, Study Give No. 14 
of the Interagency Task Force for Review of Government Procure. 
ment Policies and Procedures. 

Mr. O’Brien is a member of this study group 14 and I was whil 
I was with the Department of Defense. ; 

The problem has been the subject of numerous studies in the 
most notable being the Attorney General’s report of 1947 to which 
there was a sequel report of November 9, 1956. In the sequel, the 
Attorney General pointed out that the Department of Defense patent 
license policy was permitting the concentration of patents in the hands 
of big business. 

I would like also to mention, in the interests of what has been done 
on this subject, that Dr. Howard I. Forman, who is a personal friend 
of mine, got his Ph. D. degree on the subject as a result of his investiga 
tions into what should be the patent policy of the Government with 
respect to its employees’ inventions at has written a book on the sub- 
ject. “Patents—Their Ownership and Administration by the United 

tates Government” published by Central Book Co., Inc. 

I think the above introduction indicates the extent of the problem 
Nevertheless, I have a conviction that the people concerned with this 
problem have spent too much time attacking it from the standpoint 
of who should have the rights to patents as a matter of law or equity, 
and not nearly enough time as to what is the purpose of ownershi 
of a patent, and from the Government’s viewpoint, what should it di 
with the patents it owns. Ifthe Government doesn’t have a good pro 
gram of administration of its patent property, why should it be» 
concerned with getting title to the patents, and getting more patent 
property ? 

I might say also, Dr. Forman takes that position, that we have the 
cart before the horse. We have been concerned with deciding wh 
should get the rights to the patents and we haven’t decided first what 
we are going to do with the patents we’ve got. 

Mr. Kriya. As a matter of fact, what does happen to Government 
patents? Do they go into the public domain or are they locked up fa 
17 years? 
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Mr. Harris. The practice largely with Government-owned patenti 


is, in effect, that they come under the public domain because the Gov 
ernment does not have a policy of enforcing its patents. In order fori 
patent to be used as the patent law intends it to be, it must be exer 
cised—the exclusivity provided by the patent must be exercised whid 
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means that you must use it for yourself or your licensees and not per- 

mit others to use it. ‘The Government’s policy is exactly the opposite. 

When it gets a patent, most of the Government agencies will grant a 

revocable, not an irrevocable, royalty free license to anyone who asks 

for it. If you don’t ask for it, it is all the same because they won’t 
sue you for infringement. 

Mr. O’Brien, would you like to add to that? 

Mr. O’Brien. I would only mention that one of the reasons that 
the Government’s patent policy, as Mr. Harris has stated, is that the 
major executive branches of our Government have no authority to 
grant rights in patents which that agency of the Government may 
own. The Congress has never provided the executive branch of the 
Government with that authority except in a few instances such as 
the Tennessee Valley Authority and the AEC. 

Mr. Harris. And our own organization. 

Mr. O’Brien. And the NASA. 

Mr. Mircueti. Mr. King, will you yield ? 

Mr. Kine. Yes, Iam through, Mr. Chairman. 

Mr. Mircnexx. I understand you to say that in most agencies you 
do not have the authority to grant licenses ? 

Mr. O’Brien. The authority to grant any irrevocable or exclusive 
license. 

Mr. Mircuetu. The policy has been to grant these licenses but they 
are revocable ? 

Mr. O’Brien. That is right. 

Mr. Bass. Does that also mean the Government cannot collect royal- 
ties and enter into that kind of agreement ? 

Mr. Harris. I think it would mean that except in the case of these 
agencies which have the authority such as NASA, TVA, and AEC, 
I believe. 

Mr. Bass. They have the authority ? 

Mr. Harris. Yes. 

Mr. Bass. Do they exercise it ? 

Mr. Harris. No, sir. 

We haven’t developed our policy on the subject. We are in the 
process of trying to formulate a policy but one of the difficulties that 
one is going to have in trying to grant royalty-bearing licenses is that 
it is obligatory on the licensor in such cases to defend that patent 
against infringers because it is unfair to the person who takes a license 
and agrees to pay royalties if somebody else would start to manu- 
facture the thing and not pay royalties and have it royalty-free. 

So, therefore, in private practice, it is incumbent upon the patent 
owner who grants a license to undertake to sue infringers. In the 
Government’s case, if it were to adopt a policy of granting royalty- 
bearing licenses it would mean the Department of Justice would have 
tosue infringers of patents. 

Mr. Kina. May we pursue this, Mr. Chairman? 

Mr. Mircnetn. Yes. 

Mr. Quietry. May I ask a question here just for clarification ? 

Do I gather, sir, that the Tennessee Valley Authority and the AEC, 
those two, have in the past granted exclusive licenses, not with the 
royalties attached ? 

r. Harris. The Tennessee Valley Authority has granted at least 

one royalty-bearing license. 
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Mr. Quietry. At least one royalty-bearing? 

Mr. Harris. Yes. The AEC has never granted more than a reyp. 
cable license, which the Department of Defense also grants. They 
have never exercised the authority of their act. 

Mr. Quietey. In other words, while the AEC has the authority tp 
grant exclusive irrevocable licenses, they have not in fact exercised it! 

Mr. Harris. That is right. 

Mr. Quieter. What you are saying in effect, then, is that the only 
Government agency that has done that would be the TVA? 

Mr. Harris. That is right, and also that license was to a British eop. 
cern and it may be that they didn’t know the situation over here, a 
well as ourselves, because had I been representing an American client 
or them, I would have advised them not to enter into a royalty-bearing 
license. 

Mr. Quietey. Even though this authority has existed on the books 
for a number of years, in fact it has not been exercised ¢ 

Mr. Harris. That is right. 

Mr. Quictey. With this one exception ? 

Mr. Harris. That is right, sir. 

Mr. O’Brien. I would like to add one comment. 

The Tennessee Valley Authority does grant licenses which are irrey. 
ocable, but not royalty bearing. It has granted exclusive license 
. Mr. Quietry. That would be the only agency of the Federal Goy. 
ernment that has done that. AEC has the authority to, but hasni, 

Mr. O’Brien. Yes, sir, except for a few instances of vested prop 
erty of the Alien Property Custodian where licenses have been granted 
under those vested patents. 

Mr. Mircuety. Mr. Harris, this example you gave of the British 
concern obtaining a license, Was that an exclusive grant ? 

Mr. Harris. I am not sure. I think it was. Mr. O’Brien saysit 
was. That license was later canceled. 

Mr. O’Brien. I can give you more on this. The patent had to do 
with ground mica. The license was exclusive for a period of 5 year 
In consideration for the grant of the exclusive license, the license 
had to build and construct a plant for the manufacture of this produ¢ 
which was covered by the patent. Licensee presumably did this ani 
after the 5-year period continued to operate under a nonexclusiv 
license and at least one other additional license was granted under this 
patent by the TVA which proved perhaps that at least the objectir 
of the license grant was achieved, to get this product in the handsd 
the public. 

r. Harris. The story on the TVA is contained in a little mono 
graph put out by the Subcommittee on Patents, Trademarks, ani 
Copyrights of the Committee on the Judiciary. It doesn’t bear mud 
identification. 

Mr. Bass. The Senate committee? 

Mr. Harris. The Senate committee. It is called a committee pritt 


and there are no numbers on it. 
Mr. Kine. Mr. Harris, I would like to pursue this matter justi 
little further, getting back for a moment to our point of departur 
We were talking about the fact that the Government actually hai 
no particular policy yet, no coordinated policy on its own patents ani 
what has more or less evolved is that Government patents become it 
effect public domain for all practical purposes. 
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T raise the question immediately, well, what is res with that ? 

Now, let me pursue that just a minute. The whole theory of patent 
Jaw, as I understand it, is that we are trying to harmonize two inter- 
ests or two public policies. The one is to give encouragement for the 
bringing forth of new inventions and discoveries and the other is to 
seo that all truth is eventually made available to the public. 

You have those two policies and our patent law is an attempt to 
harmonize those two objectives and they do that by granting an 
exclusive license to the patentee, or privilege to manufacture, use, 
or sell his particular patented invention for 17 years and then after 
that it becomes public domain. 

Well, now, in this case, the incentive for bringing forth these 
inventions is already there by virtue of the fact that the inventor is 
either working for the Government or working under a Government 
contract. He has his incentive. 

You see, ordinarily he is digging up the money out of his own 
pocket, so he needs incentive for doing that. His incentive is the 
exclusive license, but in our situation he has his incentive. He has his 

uid proquo, his money, the proceeds from the Government contract. 

we are not concerned now with this problem of giving incentive. 

So why shouldn’t we make this public domain as soon as the inven- 
tion is forthcoming so that this great knowledge can now be made 
available to the public ? 

In other words, it is just this simple: The Government has paid 
for the invention; why shouldn’t they get the benefit of the invention 
immediately and then, of course, turn it over to the public? 

We are not concerned with the matter of incentive because the 
incentive has already been applied or provided. So now we are just 
concerned with this other aspect which is making available to all the 

ublic the benefits of this knowledge, so why shouldn’t it become pub- 
fs domain immediately ? 

Mr. Harris. To turn to my outline which follows, I have a para- 
graph 5 on the second page which says: 


What use could or should the Government make of patents it owns? Or 
reasons why the Government should own patents. 


Thave an A, B,C,anda D. The E is the point you are making. 


Since the invention was made with the use of public funds, it should be 
royalty free to the public. 

You would add, since the inventor has already had his incentive 
and his pay, there is no point in giving him the patent. 

Then you ask what is wrong with this idea. The thing is, you don’t 
need the patent at all. The patent doesn’t serve any purpose which 
the patent was designed to give. As you, yourself, said, the patent 
is the exclusive privilege for 17 years. 

Where is the exclusive privilege under that situation? It just 
disappeared. Therefore, all the work of preparing the patent appli- 
cation, taking the patent examiners’ time in the Patent Office was all 
lost and the man himself got nothing out of the patent. All he got 
was his salary. He would have gotten that anyway, so that is all 
that is wrong with it and if you don’t find that objectionable, a very 
good plan—and this, of course, is the essence of the problem before 
the Congress and it is what Mr. Johnson was referring to—why not 
just abolish patents when the inventor is a paid employee? 
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Mr. Kine. There is one advantage. You have now established the 
fact that this particular invention or device is patentable and that 
it has been patented. 

Now, I grant you, once an invention has been made and made pub. 
mcs 1s no longer subject to patent. Once it has been given full 
publicity. 

You might say, “Well, why give the patent because it isn’t the 
subject of being patented later anyway, but at least this establishes 
as a matter of record that this idea has been patented and therefore 
can’t be patented by anybody else and therefore tied up and that is the 
thing we are worried about, is giving some private individual the 
private key to space.” 

This would establish the fact that this key has been made public 
ente and nobody can tamper with it, and I can see some value in 
that. 

Mr. Harris. Yes. That is the policy employed by the Government 
itself at the present time. That is why the Government does partici- 
pate to the extent that it does in obtaining patents on its employees’ 
inventions and on its contractors’ inventions, is for the very thing you 
are saying, to protect us against somebody else getting the patent 
and having to pay a royalty to the other person. So there is that 
value to a patent which is usually called the defensive purpose of a 
patent. But the defensive objective of a patent could possibly be 
achieved in other ways. 

That subject has been discussed by the patent bar for years. Pro- 
posals such as, “Well, why not just publish this material?” Or also 
it has been suggested that the Congress should enact a law saying that 
whenever the Government has developed an invention, the Govern- 
ment’s records of this invention will be a bar to any further paten 
and thus save the expense of preparing a patent application a 
taking the time of the Commissioner of Patents whose offica is already 
away behind in its work. The Commissioner of Patents, incidentally, 
objects very much to handling patent applications in his office which 
result in the Government getting title to the invention, for this very 
reason. He says it doesn’t serve the function of the patent system as 
a ge and it could be accomplished in some other way, easier. 

r. Mrrcueii. Will you proceed then with your statement? 

Mr. Harris. Referring to the outline of patent fundamentals which 
I distributed to the members of the committee, the first point is “What 
is a patent for ?—the right of exclusion.” 

Generally the right of a patent is a right of exclusion. One doesn’t 
need a patent to manufacture—I shouldn’t say that—a patent gives 
no one a right to manufacture anything. 

Mr. Kirn. It is a right to exclude others from doing it? 

Mr. Harris. Yes. I had a visitor from New York come down the 
other day. He didn’t disclose his invention to me, but he had an 
invention which he felt we needed very much and he thought we 
would need to get a patent on it because he said, “You should have 
this in NASA and you won’t be able to use it without a patent.” 

I said, “Well, actually, I shouldn’t say this because I am a patent 
attorney and patents are my business, but we are better off if there 
is no patent because if there is no patent we have no problem. If 
there is a patent, we have to worry about infringing it. We don’t 
need the patent in order to make the article.” 
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Enforcement of the exclusion can be done by injunction or damages. 
J am speaking of patents generally and not with respect to the spe- 
cial exceptions that deal with the Government. 

The next point, what is the value of the patent system to society? _ 

It is to encourage invention by offering an incentive—private gain 
or profit from exploitation. I prepared this rather hastily last might 
after the hearing yesterday and had it typed this morning and I have 
not discussed the defensive aspect of patents. However, the defensive 
yalue of a patent is a concomitant of the patent system, and not its 
purpose or objective. 

Another function of the patent system is to bring new products 
to the public and raise the standard of living, which contributes to the 
progress of civilization. 

I don’t know whether this is customary and I have never heard of 
it done, but would you like a little interesting story on the progress 
of civilization ¢ 

Mr. Quicitey. Has it been making any ? 

Mr. Harris. I give a talk on patents to various schools and places 
around and I usually use this as an introduction. I say, “Now pat- 
ents is a very interesting subject. It has a lot of glamour to it. It is 
like going out to prospect for metals. You never know what you 
are going to find. Grubstakers furnish the money and the capital 
and somebody goes out and does the digging. It is also like search- 
ing for buried treasure. It has a lot of glamour to it.” 

n addition, patents and inventions have one thing these other 
things don’t have, and that is, patents mean inventions; invention 
means progress; progress means increasing the standards of civili- 
zation. 

If you go back through the history of time, you will see that prob- 
ably all of our progress in civilization was marked by inventions. 
Even the knife and fork was probably an invention. 

That reminds me of the story of. the French outpost down in the 
South Seas where the officer in charge noticed that the son of the 
cannibal chief had an unusually hi a IQ and he thought, “Now, 
here is a real opportunity. This fellow is capable of renee. hg 
education. I will send him back to Paris to the Sorbonne, get him 
educated and bring him back to the island here and he can increase 
their standard of living and civilization, bring about reform.” 

So he did this and, sure enough, the son did graduate from the 
Sorbonne and came back to the island. The French officer waited for 
about 2 weeks and then went back to see how his experiment was 
developing. 

As he approached the native village he heard the beat of drums and 
he feared the worst and, sure enough, there was a human person being 
cooked in a pot and he was sorry that the son hadn’t been able to 
prevent this. 

Finally he found the son and here he was eating some, too. 

He said, “Oh, I don’t understand this. I send you to the Sorbonne, 
you get the education and here you still eat human flesh.” 

He says, “Ah, but now I eet weeth zee knife and fork.” 

The third point in my outline is the question: Is a patent of any 
value which is not being used ? 
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Another purpose of the patent system upon which I have heard 
Casper Ooms, a former Commissioner of Patents expound, is the 
compulsion to invent. If one man gets a patent, another man wants 
to get around it and get something better, so therefore the very fact 
that one patent is issued means that somebody else will try to do better, | 
and that in itself promotes the progress of the science and useful arte 
as enjoined by the Constitution. 

Question 4 of my outline: What is the Government’s interest jn 
patents applied to each of the foregoing questions ¢ 

We go back and review each of the foregoing three questions as 

applied to the Government’s interests and then we have two subd 
visions, one when the patent is privately owned, and a second when 
the patent is publicly owned. 
. oncerning the overnment’s interest in patents when the patent 
is privately owned, and applying question 1 above, “What js a patent 
for—the right of exclusion?” My answer to that is that the right of 
exclusion is not affected because the private owner can still exclude 
others from manufacturing. However, insofar as an injunction is 
concerned, he is not permitted to exclude the Government because of 
the act of 1910 (28 U.S.C. 1498). That act takes away the right to 
exclude the Government or its contractors from manufacture.  §o 
that the Government can continue to manufacture, notwithstanding 
that there is a privaely owned patent. 

Now, the only difference as to whether there is a privately owned 
atent or whether there isn’t, is that it will increase the cost to the 
rovernment because the Government is still liable for damages in cage 

it doesn’t have a license. However, if the Government has a royalty. 
free license under the patent, the fact that the patent is privately 
held doesn’t even increase the cost to the Government. 

The second question is “What is the value of the patent system to 
society?” Applying that question to the Government’s interest, the 
value of the patent system is effective when the invention is privately 
owned unless the invention can be used only for governmental pur. 
poses. If the invention is useful only for governmental purposes, al 
points that I have made as to the value of the patent system may fail 
when the Government has a royalty-free license because then the 
incentive isn’t there except the incentive you referred to, Congressman 
King, of the pay that the man originally got for making the 
invention. 

If the Government has a royalty-free license under a patent useful 
only for governmental purposes it is difficult to see how any benefits 
are going to come to the patent owner from it. 

The third question, “Is a patent of any value which is not being 
used?” Applying this question to the Government’s interest: Yes, 
it has the same compulsion value which I mentioned before. The com- 

ulsion to design around it when it is held by a private person, assum- 
ing he will enforce the patent against infringers. 

Now then we turn to the other side of the coin, when the Govern- 
ment owns the patent. Then how do we answer those first three 
fundamentals? 

Ownership of the patent by the Government doesn’t make the 
patent any more useful than a license to the Government for excluding 
others, because the Government, under its present policies as we eX 
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plained earlier, doesn’t prevent others from using the invention any- 


ne / the Government were to exercise the right of exclusion by suing 
infringers, then that would be a useful function of the patent when 
the Government owned it. 

Applying the second question : “What is the value of the patent sys- 
fem to society when the Government owns the patent?” Under the 

resent governmental policy of not exploiting the patents it owns, the 

nefits of the incentive are lost except for the pride of inventorship, 
which is another thing. A man always likes to have his name on a 
patent. He gets a document with a red mbbon. 

However, when the Government owns the patent, the eee fails 
to function as an aid in bringing about the development of new prod- 
ucts, because again, to develop new products, either the item is such 
that you don’t need a patent to protect it or it is obvious how to do it, 
or the item may be one where it requires a great deal of experimenta- 
tion, in which case it requires risk capital. Pht fis 

So, unless a person can have a patent to protect his risk capital 
when others try to reap the benefits after he has shown how to manu- 
facture the invention, many inventions would not be put on the market. 
because nobody will invest the capital in them. 

And then, applying the third question: “What is the compulsion to 
invent when the Government owns the patent?” The patent fails to 
achieve that purpose unless the Government were to change its pres- 
ent policy and sue infringers. 

Now, we come, I think, to the most interesting point in the outline 
of all, and the one most pertinent to the problem at hand, question 
5: “What use could or should the Government make of patents it 
owns! Or, reasons why the Government should own patents.” 

One purpose usually given for Government ownership of patents 
istoexclude others from practicing certain inventions. 

Generally in this category are inventions like atomic energy, drugs, 
vitamins, Salk vaccine, cancer cure, foods, and inventions pertaining to 
outer space, which are on our own agenda. 

The question here is: “What are we interested in excluding?” 
Surely not the practice of invention. We would like these inventions 
tobe practiced. Perhaps it is the uncontrolled practice of the inven- 
tion, making poorer quality Salk vaccine or something of that kind. 
That again is another problem. Ownership of the patent by the Gov- 
ernment could not result in both excluding the practice of the inven- 
tion and controlling it, except as the Government might license others 
and include in the license terms permitting inspection and control. 

Maybe we are interested in excluding private gain from the practice 
of the invention. We don’t want anybody to make any money out of 
it. This of course, is a very potent argument, especially peat cB with 
the point Mr. King made about the fact that the Government has paid 
for the making of the invention anyway, so therefore the public should 
have the benefits of it. 

But again, if the purpose of a patent is exclusivity, and if exclusivity 
of a patent provides incentive, and if incentive makes more inventions, 
then don’t we arrive at the conclusion that the patent system provides 
the best way of getting inventions, inventions in atomic energy, in- 
ventions in Salk vaccine, and inventions of better potatoes, potatoes 
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were specifically excluded from the plant patent law. I suppose on the 
ound that we wouldn’t want the pablic to have to pay royaltieg 
or potatoes, an essential component of the American table, but wh 
shouldn’t the public pay royalties for potatoes if that would make 
more inventions of potatoes and make better and cheaper potatoes jy 
the long run. 

Mr. Kine. Is your reasoning, Mr. Harris, that inventions compound 
one on top of the other and if you have a patent covering the basie 
idea, or concept, you know that you are protected in that basic concept 
and then you feel free to go ahead oak elaborate and build up this 
pyramid on top of that bottom layer, knowing that you will be pro. 
tected but if you don’t have the protection on the bottom layer, then 
you have no incentive to go ahead and build on top of that? 

Mr. Harrts. I didn’t mean to gothat far. I think you are referring 
to the improvement patent, but I was taking each patent on its o 
for its 17-year period. The protection for 17 years that the patent 
affords is usually enough to protect the development of the invention, 

Now, it is true that improvement — are made; that prolongs 
the patent protection beyond the 17 years. Some of the criticism 
against the patent system is directed against this, that it creates g 
perpetual monopoly. But again, I think one should look at each 
patent at a time, and if the improvement patent was valid as a patent, 

roperly issued, it is another invention, and why shouldn’t it have 
its 17 years of protection? Unless, of course, you decide that the 
whole system is bad, in which case we shouldn’t have a patent system 
anyway. 

Mr. Kina. Let me ask this question: Suppose a private company 
works out an invention, gets a patent that belongs to the Government 
under the law that we are foc! ep about, and now it does not have 
this exclusivity that you talk about. Wouldn’t the fact that that 
company is in the field, that it has its technicians in that subject mat. 
ter, the fact that that company itself is the one that came up with the 
invention in the first place, that it already has a momentum that is 
generated; wouldn’t that in itself give it sufficient competitive advan- 
tage over its competitors to constitute the healthy incentive that isa 
good thing in this situation ? 

Mr. Harris. I think I am not going to answer your question cate- 
gorically “Yes,” but I would certainly say what you are saying is 
true, that it does help. 

The question, therefore, that logically follows your postulation is, 
then, why have the patent at all if you get all that you need becans 
of the reasons that you give? Then the patent hasn’t served any pur 
pose in that case. 

Mr. Kina. These companies work out teams, don’t they? They 
get a team of several scientists who together form a well-rounded unit 
of information and they work together as a team and they are almost 
unbeatable when they work out a team play in the laboratory and it 
is rather hard to beat them in that particular field in which they have 
developed a specialty. 

Mr. ieee. Mr. O’Brien, would you like to talk to that point? 

Mr. O’Brien. Only very briefly, Mr. King. 

I do believe that there is much merit in the idea of cross-fertilization 
of ideas and teamwork in research and development exploration, but 
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I do have a firm belief that notwithstanding the cross-fertilization of 
jdeas, that an invention is the product of a man’s brain and it seems 
tome that groups cannot invent asa group. The invention must orig- 
jnate from an individual or from cooperative cross-fertilization of 
jdeas by individuals. 

I agree that there is much merit in this team approach to a research 
roblem, but I still get back to the fact that it is an individual, or in- 
ividuals who come up with these inventive ideas. 

Mr. Kine. The thing, of course, that concerns me, and I am sure 
it concerns everybody, is the fact that power begets power and it be- 
comes more and more entrenched. The bigger it 1s, the bigger it 
becomes. And once the thing starts to snowball, where does it end? 
Those who don’t happen to be in on the gravy train, what practical 
opportunity do they have of ever getting into the picture? 

s I conceive our American system of free enterprise, it is one in 
which everybody, at least theoretically, has an opportunity to get in 
on the act, if he has brains, if he has industry, and a little luck, and 
patience and all of the other —— that go to make success. 

But, carrying this thing to its logical conclusion, you get to the 

int where the big have become so big, they have gotten so many 
patents that they feed themselves as it were, and get igger and big- 
ger and bigger and it becomes more and more impossible for anyone 
else to get into the act. So that the American free enterprise system 
breaks down in practice, and that is the thing that concerns me. 

If we can work this thing out so we are not striking another blow 
at the smal] man who wants to get into the act and who deserves to 
get into the act and has the ability and the initiative, and all these 
other things that go to make up a healthy, successful system—as I say, 
if we can work it out without striking a blow at him, then I am very 
susceptible to the idea of modifying the present practice, but I want 
to be very certain that we are not further encouraging a trend that 
tome is very dangerous. 

If you would like to talk to that—I realize this is throwing at you 
the ultimate question and we have been debating this ever since the 
Sherman antitrust act 50 years ago and before then, so I realize it is 
a big problem. 

Mr. Harris. Again that question puts the patent system directly in 
issue. I think I see the direction of your argument and I am quite 
familiar with the argument. It seems to me it says we shouldn’t 
have a patent system—— 

Mr. caer, Could I be heard on that just a minute? 

Mr. Bass. Let him finish. 

Mr. Harris. Or if we should, not for big business, only for the 
small man and small business. 

Mr. Kina. I don’t question the patent system and I don’t want 
anything I have said to be construed as raising a question as to the 
merit of the patent system. Where the Government is sponsoring the 
whole thing, I see a little different proposition. Where a private 
company is investing its own funds in this investigation and explora- 
tion, there, they are entitled to the fruits of their inventions. 

Mr. Fuiron. Would you yield? 

Mr. Harris. Yes, sir. 
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Mr. Futton. Might I say to the chairman, I think that the scope of 
this committee is limited and does not extend to whether or not we 
should have a change in the basic patent system of this country, 

Secondly, I think the discussion on that element of it is extraneons 
to our instructions to have these hearings. While I am interested jp 
it and I am interested in the views you might have as a witness, 
nevertheless I realize that it is bested the jurisdiction of this com. 
mittee to even discuss it. 

The next point is this: Our job here is to look at a rather narrow 
field under NASA to see what the current statutory provisions are 
governing the field of patents, and look into allied fields of similar 
provisions in other agencies and then come up with a method of 
changing certain provisions. 

I think that from the point of view of NASA that it is really 
beyond the jurisdiction of your agency and you as a witness to 
come up here and make general comments on your feelings on the 
entire patent system or the basic changes in it. 

I think that, if we could direct ourselves toward the pattern of 
where the changes should be made, it would be productive. 

I might say to my good friend, the gentleman from Utah, I dis. 
agree basically with his position, but that has nothing to do with 
my saying that this is beyond the scope of this committee and beyond 
our jurisdiction and, I might say to you, beyond the scope of NASA 
to comment. 

Mr. Quietey. Mr. Chairman—is the gentleman through ? 

Mr. Fuuron. Iam through. 

Mr. Mrreneti. Now, Mr. Fulton, I might say to you and to other 
members of the committee, certainly I think it is clear in the minds 
of each member of the subcommittee what the specific job is that we 
were given. We were assigned to look into the patent problem con- 
cerning NASA. 

Mr. Furton. That is right. 

Mr. Mrrcnect. But I think that certainly Mr. King was within his 
right and certainly Mr. Harris, in going into the background of the 
entire patent law. I think it is information the committee needs. 

Not a member of this subcommittee being a patent specialist—we 
need all the background information we can obtain in order that we 
can better and more intelligently look into the specific problem. 

Mr. Foutron. I think we would agree on that, but not in the context 
of trying to change the basic patent law. That is something else. 

Mr. Mrircuety. Certainly I think it is clear that specifically we are 
directing our investigation toward the patent provisions of the NASA 
Act of 1958. 

Mr. Fuiron. With the chairman’s explanation, I will accept that. 
bent riser Now, would you continue with your statement, Mr, 

arris ? 

Mr. Harris. Well, I would like to explain that I have not. been 
proposing a change to the patent system. I have only been making 
arguments for the patent system, as I understand it, against some of 
the proposals or questions that have been asked of me, and I cer- 
tainly submit that it is the Congress’ function to make whatever 
patent laws it wishes. I have been trying to give this background 
information with a view to answering the question raised yesterday, 
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which I don’t know whether it was a proper question for the com- 
mittee or not; and that is, What should NASA’s patent policy be? 

Mr. Futon. That is proper. 

Mr. Harris. Therefore, in order to know what it should be, I feel 
that we need to know what does the patent system accomplish and 
therefore, how we are fitting in with that purpose. 

Mr. Mirenenn. Just what is the purpose of the patent system, I 
think, is a germane question. 

Mr. Curenowertu. Mr. Chairman, could I comment? 

Mr. Yes. 

Mr. Cuenowetu. I would like to inquire what the general situation 
has been in past years concerning the Government’s role in taking 
patents instead of issuing private patents. 

Before we got into the atomic age, did the Government own a 
number of patents over the years ? 

Mr. Harris. Yes; the Government has acquired ownership of pat- 
ents over the years. Even the eee of Defense acquires owner- 
ship of a lot of patents, (1) under their employees’ inventions, par- 
ticularly after Executive Order 10096 came out, which Mr. Fulton 
mentioned yesterday, and (2), the Department of Defense acquires 
patents even from contractors—title to them, I mean—when the con- 
tractor doesn’t elect to file a patent application. If the invention is 
particularly useful only for military purposes, and if the Government 
is going to have a license, it might as well have the title to that in- 
vention since there is nothing left for the patent owner to have, at 
least under the present policy. 

Mr. Cuenowetu. I would like to go back in the discussion to a 

riod prior to this intensive military age in which we are living. 

at was the situation then? Before we had the military element 
involved to the extent that we have now? What was the attitude of 
the Government then toward taking patents ? 

Mr. Harris. That is before my time and I don’t recall reading any- 
thing on it. 

Mr. Cuenoweru. When did the Government take its first patent? 

Mr. O’Brien. Could I help you on this? There was some indica- 
tion by the Supreme Court of the United States in the celebrated 
we of the United States v. Dubilier Condenser Corporation, 289 U.S. 
178. 

When the original opinion was written, the Supreme Court seemed 
to question the authority of the Government to take title to a patent, 
but in the opinion ultimately issued by the court, this provision was 
deleted. For many years there were controversies at the bar at least 
as to the right of the Government to own a patent. (Cf. Wille 
“Government Ownership of Patents,” 12 Ford. L. Rev. 105.) 

Mr. Cuenowetu. What was the effect of the case? How did the 
Court hold ? 

Mr. O’Brten. This was not a major issue in the case. It was a col- 
lateral issue, but it was removed from the opinion as the opinion was 
published. | 

Mr. Cuenowetu. What was the date of that case ? 

Mr. O’Brien. It was in the 1930’s, about 1933. 
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Mr. Cuenowetu. The question had never been explored up to that 
time then ¢ 

Mr. O’Brien. I think not, sir. There had been views expressed, 
but there had been no judicial pronouncements. 

Mr. Harris. It would be my guess largely that up until, as you say 
the military, beginning about 1918, that the Government very seldom 
owned a patent and just wasn’t bothered about patents. 

Mr. Cuenowetu. Up until 1918 ? 

Mr. Harris. Yes. 

Mr. Cuenowetu. That is really before this intensive military age 
started; isn’t it? 

Mr. Harris. Yes. 

Mr. Cuenowetu. I would go back probably to the late 1930’s ag the 
period I am thinking of. 

Mr. Harris. Since World War I the Department of Defense has 
generally had clauses in its contracts giving it a right under patents, 

Mr. CuEeNnowetH. Do you have any idea how many patents the Goy. 
ernment actually owns at this time? 

Mr. Harris. The Government Patents Board publishes those figures, 
They keep a record of them. It is my recollection that it is in the 
neighborhood of 8,000. 

(Subsequent to the hearings, Mr. Harris made inquiry concerning 
the number of patents owned by the Government. The Government 
Patents Board no longer keeps these records, and Mr. Harris reports 
that he was unable to locate any Government agency which kept a 
record of the cumulative total of patents owned by the Government, 
(See Forman, supra, pp. 17 and 18, for information on this subject.) ) 

Mr. Cuenowetnu. Is that number increasing rather rapidly ? 

Mr. Harris. Yes, sir. 

Mr. Cuenowetn. That is all, Mr.Chairman. Thank you. 

Mr. Mrrcuety. Go ahead, Mr. Harris. 

Mr. Harris. I was at the point in my outline on question 5 about 
what use could or should the Government make of patents it owns, 
or reasons why the Government should own patents, and I had just 
discussed the exclusivity feature. 

The next point on what the Government might do with its patents 
is to exploit them the same as a private person does; to sell them or 
to license with a royalty-bearing license and use them as a source of 
income. 

I have, in paragraph 6 of my outline, comments on these possibilities 
and maybe I should integrate them. My comment on that is that it 
would be almost an embarrassing situation for the Government to 
be in, to have to sell a patent, or to choose the person to whom it grants 
the royalty-bearing license, because it would be a case of possibly sell- 
ing monopolies to the highest bidder. 

Foreign governments do it to some extent. I don’t think they have 
uite the same attitude toward antitrust that we have in this country. 
hat is one reason they get away with it more effectively than I think 

we could here. But, nevertheless, that is a proposal that is made very 
much in the patent bar by all those who say that the Government 
should own patents. If they take that position at all, they say, “This 
is one of the things we should do with them.” 
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A third suggestion as to what the Government should do with the 

tents it owns is to use them to develop new products, to make the 
inventions available to the public. This is probably the best reason 
Jean give as to why the Government should own patents. 

In some cases there are those patents, as I said earlier, which will 
sever be used unless somebody is willing to risk the money to see if the 
thing will work, because he may invest quite a fortune in it and still 
i; won’t work. He wants to know that he can recoup the money he 
invests and more too, to offset the cases when it doesn’t work. In such 
eases, the patent is very necessary to protect the investment. 

When you have that kind of an invention, if the Government had it 
and owned it, it could sell it or grant an exclusive license to some firm 
m condition that the firm would develop it and make it available to 

e public. 

Private industry can do that too when it owns the patent. One of 
the arguments against the patent system is that sometimes patents are 
shelved. ‘The patent owner just doesn’t choose to develop it. 

People who have made a study of these alleged cases of patent 
shelving feel they don’t stand up, upon investigation. If there was 
sich a patent that would ordinarily be shelved by industry, if the 
Government owned it, it could prevent that shelving of the patent. 

Mr. Bass. We are still on your third point concerning using patents 
todevelop new products? 

Mr. Harris. Yes, sir. 

Mr. Bass. I gather you feel that that is the best reason why the 
Government should own patents. 

As a practical matter, how could the Government do this, since, as 
[understand it, there is nothing to prevent other manufacturers from 
doing the same thing ? 

Mr. Harris. It could do it by selling the complete right under the 
patent to an individual who would then protect himself, or by granting 
am exclusive license with the right of the licensee to sue infringers. 
course, it could also couple it with the policy of suing infringers. It 
couldadopt that policy. It is not likely to do that. 

A fourth point for the use of the patent by the Government is as a 
social or economic tool, by selling or licensing it for use in small busi- 
ness programs, in distressed areas, to distressed business in labor sur- 

lus areas, and we may even have undeveloped areas where if the 

vernment owned a patent it could sell it to a firm in one of those 
areas, or one of those types of firms, or grant licenses coupled with 
the policy of suing infringers in other areas, and in that manner make 
that patent useful to accomplish those programs. I think such a 
policy would have the disadvantages that I pointed out in my second 
and third suggestions. There would be charges of discrimination, and 
you would have the problem of how you select the firm that you give 
the patent or license to, and keep everybody else happy. 

The last argument I have in my outline, as to why the Government 
should own patents, is because the invention was developed with 
Government funds and therefore belongs to all the people. 

I think that argument or reason is inconsistent with the others. If 
you believe this, then you couldn’t use the patent in the other ways I 
have suggested, it seems to me, because it 1s a-sort of public domain 
theory. The others are exactly the opposite of the public domain 


theory. 
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Mr. Chairman, I have worked the sixth paragraph of my outline 
into the fifth paragraph, and I haven’t anything more except to answer 
uestions; and Mr. O’Brien is here particularly to follow through, if 
there are any questions from yesterday about NASA’s system, | 
know he loves to talk about that. 

Mr. Mircuett. I understand, of course, there has been no formal 
decision made as to what you and NASA will likely recommend 
about a change in existing patent provisions. 

You were here yesterday and heard Mr. Johnson, of course? 

Mr. Harris. Yes, sir. 

Mr. Mrrenet.. I gather it was his general thinking that more 
discretion should be vested in the Administrator, insofar as this 
problem is concerned. 

Would you like to comment along that line? 

Mr. Harris. Well, I personally agree with Mr. Johnson, and it 
would be disadvantageous for me to disagree with him anyway, since 
he is my boss. 

Mr. Mrrcnett. I think we would all agree with that. 

Mr. Futon. You are absolutely right on that. 

Mr. Harris. I think Mr. Johnson made it clear if the Administrator 
had this decision to make we would probably follow Department of 
Defense policy until we had reason to do otherwise. 

I think that one of the advantages of that kind of a bill, which 
would give us authority corresponding to that of the National Science 
Foundation, is that it would permit the Administrator to follow the 
Department of Defense policy where he wanted to and to depart from 
it where he wanted to} be flexible. 

Another proposal has often been made, and I am sure it will be made 
before this committee before we are through, is one where we speci- 
fically adopt Department of Defense patent policy in so many words. 

I think that would have this bad disadvantage, even if we all 
favored it, and that is that NASA would have the law saying, “There 
is your policy” and the Department of Defense wouldn’t have sucha 
law. They might change and then we would be nonuniform again. 

Mr. Mr. Daddario. 

Mr. Dapparto. Just one question on that point: What. would be the 
need of your being different from the Department of Defense under 
these circumstances? Why is there greater protection needed in the 
field of inventions in NASA than there is in the Department of 
Defense? Why couldn’t it be spelled out? 

Mr. Harris. I don’t personally see much reason for any difference. 
I think Mr. Johnson indicated that, too. I think that Mr. Fulton 
pointed out yesterday that we have one difference from the Depart- 
ment of Defense. Aeronautics is Department of Defense business, 
but outer space may or may not be their business, depending on the 
special uses. 

If you subscribe to the theory that I discussed about needing a patent 
to exclude others from entering outer space, and think that the patent 
is useful for that purpose, then we might have some outer-space Inven- 
tions that we wouldn’t want others either to practice or to make money 
out of, private gain out of it. 

I think that those objectives could be accomplished—that is one 
thing I did overlook. In paragraph 6—A of my outline I state that 
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the objective of excluding others from the practice of the invention 
can be achieved easier and more effectively for the benefit of the public, 
because you can put in other provisions not contained in the patent 
through the exercise of the police power of the sovereign. There are 
licensing regulations and criminal statutes. Such procedures, I think, 
ould be less expensive, and you wouldn’t have all this work of obtain- 
ing a patent only to have to sue somebody for entering outer space. 

Mr. Dappaxto. If there were any danger to it, wouldn’t public policy 
cover it anyway ¢ 

Present policy would cover that. The Government can always step 
in when it becomes a matter of public policy. 

Mr. Harris. That is right; but, as I say, the one reason why we 
yould have a different reason from the Department of Defense is that 
ye would want to control inventions in outer space by excluding others 
from practicing the invention there. 

Mr. Dapparto. Do you feel that that is necessary? Upon what do 
you base the need for such special prerogatives, just because you have 
ameans of transportation that does go into outer space rather than 
through the world’s atmosphere ? 

Mr. Harris. I don’t believe, personally, that it is, but there is that 
belief by some. 

Mr. Dappario. If you see no need for it, why is a point being made 
of it that there should be a difference between travel in the earth’s . 
atmosphere and that of travel into outer space ? 

Mr. Harris. As I say, this is not my argument, but I think when 
we consider this question we should consider all sides of the question, 
and one side of the question is that we wouldn’t want somebody—I 
think Mr. O’Brien explained it yesterday—somebody other than the 
Government, to have exclusive rights to an invention for a solar sail, 
some of these very exotic types of inventions. 

Mr. Dapparto. The important point this committee is trying to get 
at—at least, I, as one of its members, want information on—is not 
what you think other people’s opinion might be, but what your opinion 
might be, so we can sum this all up at the end and come to conclusions. 

r. Harris. My opinion is that we don’t need it, but I am sure you 
will hear from many who think we do. 

Mr. Dapparto. That is all. 

Mr. Mr. Fulton. 

Mr. Fciron. The question comes up of the limiting of the Govern- 
ment field in a way that we can expand the field of private patents 
both in aeronautics and in space activities. The question then arises 
how we do it. 

For example, we could say that we are going to simply amend these 
current provisions, or we can change the base from our current NASA 
provisions and move them over to the Atomic Energy Act of 1954, or 
ve could follow the pattern simply of the Department of Defense. 
Or we can go under the National Science Foundation Act of 1950. 

If we want another civilian agency, we might move over to the TVA 
Act of 1933 and come up with a series of provisions that would follow 
those various patterns. 

_ My own judgment is along the line that you have outlined, that we 
mgeneral follow the provisions of the National Science Foundation 
Act of 1950 and enlarge the discretion of the Administrator of NASA 
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so that it gives him a fairly wide discretion upon adopting procedures, 
that might be Department of Defense or equally effective ones in the 
particular case. ‘ 

Would you agree upon that as a starter in the procedure? Starting 
with the Nationa) Science Foundation and working from there? 

Mr, Harris, Yes. Of all of them, I think the National Science 
Foundation is better than the others. 

Mr. Fuuton. That is my feeling, too. 

Would your further procedure be to amend the present NASA 
patent provisions or would you simply discard them entirely and start 
over anew ? 

Mr. Harris. I think [ would discard them entirely if we followed 
that proposition because otherwise we would take away the ver thing 
we were intending to give; and that is, the flexibility to the Admin. 
istrator. To the extent that we kept any of the section 305 provisions, 
we would have given the Administrator direction and limited his 
flexibility. y 

I think some of the things probably in 805 should be retained as, for 
instance, the authorty to make regulations. I think there is no au- 
thority in the National Science Foundation—— 

Mr. Fuiron. You would not keep section 305(d) or 305(e) because 
to me they seem defective in that, first, they can apply to situations 
where there are no Government funds involved. 

Mr. Harris. That is right. 

Mr. Funron. Second, the inventor never knew they were related; 
and, third, they can have the Government intervening after the in. 
ventor has taken every action in good faith and the inventor loses 
his invention. 

Mr. Harrts. That is right. Applied literally, they would have that 
effect, but as explained yesterday, we are not applying them that way. 
I think those provisions are not fair to the patent system, read literally. 

Mr. Furron. Would you still have any review by the Board of 
Patent Interferences, or anything like that? Would you have any 
procedures like that? 

Mr. Harris. Those would be useful, I think, if the Administrator 
were to adopt a policy under his flexibility power of taking title to 
certain inventions. For instance, supposing we were to say that we 
should take title to inventions in this Keld that Mr. Daddario appar- 
ently doesn’t want us to, of outer space exotic inventions. I think 
one always has the question: Is this an invention which is limited to 
outer space? Whether it is that kind is a factual question, and there 
fore, I think there should be authority to review decisions on factual 
questions. 

Mr. Furron. Why don’t we start the other way around and say 
where—— 

Mr. Dappario. Would the gentlemen yield? I would like to get the 
record straight. 

Mr. Furron. I would be glad to yield. 

Mr. Dappario. It is not my position that I don’t want there to be 
a special category of inventions in outer space. I want your opinion 
as to why there should be, since you were the one who proposed the 
proposition and you did not give any satisfactory reason to me, at least, 
that there should be a difference. 
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Mr. Harris. N: o, I haven’t any. : 

Mr. Futon. I think I brought that up yesterday, too, so it would 
be my feeling that there might be a field in outer space where there 
could be an overa)) breakthrough or an invention which would permit 
amonopoly of outer space by one individual, one company, or a group 
of companies. 

For example, we could take the concept of the reflector principle on 
the high altitude nuclear explosions. Now, that was thought out 


) ghead of time by one man and the question is whether we, on the use 


of that principle, but for our defense and for possible offense, on 
knocking out radar systems and radio, we would have to pay a royalty 


to that person who originally had the inventive capacity to invent 
without even any experiment. 

There could be a whole field covered that might be too big. That 
ig why I am trying to proceed. I think you had a good comment. [ 
was going to take the reverse and start in at the aeronautics field and 
say then where there are established business practices the question 
recurs Whether we, in making up a patent provision formula for 
NASA, should depart from ordinary business and private enterprise 

rocedures. 

"it so, What is the reason? Is it national security? Is it preven- 
tion of monopoly in a large area? Or is it prevention of private 
enterprise maybe taking over the whole field and eliminating the Gov- 
ernment, you see, and making it more expensive for us, where we feel 
itis a special prerogative of the Government. 

The other point is this: If it is in the ordinary military supply 
field, why, likewise, should we not eliminate any change of patent 
procedures and then have the usual procedures in other departments 


apply ? 

ikewise, when we come to military security. Where there is a 
certain military security necessary in certain fields, that we cannot 
even release the information, almost the same principles would apply 
tothat as have been heretofore used. 

I wonder if you would agree with me on this: Generally, I would 
think that—I was on the previous select committee, so I know some- 
thing about it—that the general provisions and general approach 
rather than specific details of the Atomic Energy Act in its 1954 revi- 
sion were used as a base. Would you agree on that ? 

Mr, Harris. There is a great similarity. Obviously, the people who 
wrote this law knew the atomic energy provision and also knew about 
Executive Order 10096. 

Mr. Furron. I commented on both yesterday so you can see the 
background. 

The problem then is this: Should we change the base of this par- 
ticular approach in whole or in part away from the Executive Order 
10096 concept and the Atomic Energy Act of 1954 concept, and move 
over further toward the National Science Foundation concept, plus the 
DOD concept ? 


My judgment says that at this particular time, with the emergency 


off and with aeronautics theliadad that the fundamental base of the 
National Aeronautics and Space Act as regards patents should be 
changed. Would you agree with that ? 

Mr. Harris. Yes, sir. 
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Mr. Fuuron. Thank you very much. 

Mr. Harris. I would like to comment, if I may, on one or two thi 
that you said though, Congressman Fulton, and that is, that with re. 
spect to this matter of some mee concern getting a monopoly of this 
invention in outer space—this reflector, for instance. I don’t think 
that is a reason why the Government should take title, because if that 
invention was made under a Government contract, under any policy 
that I know of, of any agency including the Department of Defense 
the Government would get a royalty-free license. Therefore, that firm 
could not prevent the Government from doing it. Neither could it 
charge any money under the act of 1910 for the Government doing it 
or having its contractors doing it. So we don’t need title in that case, 
We need no more rights than the license would give us if it was made 
in the Government contract. 

If it was made outside of the Government contract, where we had 
no rights to it at all, then the situation you described would be true 
with respect to paying royalties—not preventing us from practicing 
the invention, however. 

Now there, that is the patent system. We should pay royalties as an 
incentive to the person who made that invention. 

Mr. Furron. That would be the section 305(d) situation. 

Mr. Harris. It would authorize us to go in and take the patent, 
What 0 subsection 305(d) give us that we don’t have under the aet 
of 1910? 

Now, there is another thing, if I may, that I would like to comment 
on that you brought out yesterday, Mr. Fulton, and I think Mr, John- 
son agreed with you, and that is that we don’t need a condemnation 
proceeding as provided in subsection 203(b) (3) because of the act of 
1910. 

I don’t say that we need a condemnation proceeding, but I do want 
to point out that the condemnation proceeding would give you some 
thing that you don’t get under the law which permits the Government 
to infringe a patent and pay the damages. ‘That is, that you could 
~ stop the other person from practicing the patent. We have no present 
laws, unless you so construe the (d) section of the NASA act and the 
atomic energy provisions, of stopping anybody from using a patent. 
That is, the Nastenaeuis couldn’t stop him. 

So if you wanted to stop him, you would need to take the pee 
away from him and it would need to be more than just the licens 
interest that you would need to take. 

Mr. Furron. You are talking about section 203(b) (3), aren’t you! 

Mr. Harris. Yes, sir. 

Mr. Fuuron. Under title 28 of the United States Code, section 1498, 
we can acquire the use of any patents upon the payment of reasonable 
po age eee to the patentee, can’t we? 

r. Harris. Yes, sir, but that right we acquire would be no more 
than a nonexclusive license. It is not the title to that patent. We 
don’t acquire such a right that we could stop others from practicing 
the invention. 

Mr. Fuuron. But you see at that particular point, no condemnatio 
proceeding is necessary for the Government to get adequate use, and 
to me, I think that approach further destroys the incentive of private 
individual people who wanted to be patentees, because it can be con- 
demned and taken away from them. 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


al 
th 
ll 
I 
sh 
Wl 
to 
ou 
ta 
fr 
fo 
fie 
yo 
ne 
in 
wi 
of 
la 
tal 
ne 
bee 
bo 
of 
Cor 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 53 


Mr. Harris. Yes,sir. I agree with all you are saying and I was not — 
arguing for it, but I was pointing out that condemnation is more 
than is provided by the act of 1910. 

Mr. Futron. Yes, but it takes away. 

Mr. Harris. Yes, sir. 

Mr. Futton. If you have the right to take away from the individual 
patentee bY condemnation in addition to your title 28, section 1498 of 
the United States Code, aren’t you going too far? To me it looks 
like it is unnecessary and it destroys private initiative. 

Mr. Harris. I think youare. Lagree. 

Mr. Mr. King. 

Mr. Kine. I have nothing further. 

Mr. Mr. Chenoweth. 

Mr. Cuenowetrn. Mr. Harris, I wanted to ask you if there are any 

t inequities or injustices or discrimination in this situation today 
which would call for any revision, a revision of any kind, in the 
present law? I think that is one thing the committee is concerned 
about. It is not a question of philosophical discussions of what 
should or should not be. _ It is just the practical situation. 

Mr. Harris. I think Mr. Fulton has alluded to several instances 
where the present law is deficient, if interpreted literally, and to the 
inequities resulting from that. For instance, construing section (d) 
to allow us to take a patent away from somebody, maybe even with- 
out compensation. It is not clear that we can do so, and if we could, 
I think it would be certainly wrong. 

Mr. Cuenowetn. I didn’t get that last statement. 

Mr. Harris. I said if we were to construe the law to allow us to 
take a patent already issued to a private individual, to take it away 
from him without paying compensation, I think that would be wrong. 

Mr. CHENOWETH. jt we doing that today ? 

Mr. Harris. No, we are not. 

Mr. Cuenowreru. What are we doing today? Is there any need 
for it at all in your opinion? We are going into a pretty delicate 
field and I am sure you know much more about it than I do because 
you are an expert. Even looking at it from the outside as an attor- 
ney, but not a patent attorney, I can see tremendous implications 
involved here. 

Mr. Harris. You raise the question as to whether the law, taken 
with our administration of it, is bad ? 
une are administering it, or trying to, to achieve the most equity out 
of it. 

The only thing that I think we are not able to overcome under this 
law, using our liberal interpretations of it, is the fact that we have to 
take title to certain patents and then give them back. It is sort of a 
needless procedure. 

Mr. Cuenowertn. Tell us about that. What brings about that? 

Mr. Harris. Because of the wording of subsection (a). We have 
been able to interpret subsections toy and (d) so that they don’t 


bother us too much, but we feel we cannot interpret away the effect 
of subsection (a). 

Mr. Cuenowetu. Read subsection (a). 

Mr. Harris (reading) : 


Whenever any invention is made in the performance of any work under any 
contract of the admistration, and the Administrator determines— 
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makes one of two determinations as to the class of person who made 
the invention and the circumstances under which it was made— 


such invention shall be the exclusive property of the United States. 


Now, that is pretty absolute. You can’t do much in the way of 
construction to change the meaning of that, and the word “made” 
includes two things. “Made” is either “conceived,” to have thought of 
the idea; or, “first actually reduced to practice,” meaning that the 
invention had already been conceived before the contract, maybe g 
patent application will have been applied for, maybe even a patent 
will have _ issued for the invention—what we call paper patents, 
You have heard that term, no doubt. A paper patent means a patent 
that was issued but the invention has never been built. We don’ 
know whether it will work or not. 

The contractor can have all that and come to us and we give hima 
contract and that invention is first actually reduced to practice—built 
under our contract, the law says the invention and the patent are ours, 

Mr. Cuenowetu. Do you know of any patentee who is complaining 
about the present law ? 

Mr. Harris. Almost every one of them. 

Mr. Cuenowetu, What is the complaint ? 

Mr. Harris. Their complaints are generally two things: private 
industry, as you must know, believes generally that the Government 
should never own a patent. Almost universally that is the opinion, 

Secondly, they complain about the procedure that is involved in this 
act. They say, “Well now, we know you fellows down there at 
NASA are doing t good job and you are trying to give us back what 
you can, and you say you will give us back these rights under a 
waiver, but we don’t know whether we are going to get them or not, 
That depends on the discretion of the Administrator.” 

“We would like for you to agree in advance we can have these 
rights back.” 

We have felt, consistent with the theory and spirit of this law, that 
we can’t agree in advance because we would be agreeing to give back an 
invention which we didn’t even know about. 

Mr. CuEenNoweEtn. Give us some specific case where an injustice has 
been done, where the patentee is complaining that he has been mis- 
treated and that he is entitled to more consideration and the Govern- 
ment is working a hardship on him. Give me an example of that, 

Mr. Harris. To answer that question, I would have to give you 
names of people who came in and made these statements. 

Mr. Cuenowern. Call him Mr. X. 

Mr. Harris. Mr. O’Brien and I spend a great deal of our time en- 
tertaining—by entertaining, I mean receiving in our office—patent 
attorneys and business managers of contractors and they are all say- 
ing, “How are you doing this?” And “How are you going to protect 
us?” We are constantly explaining to them our liberal policy and 
our waiver policy and they still are not satisfied after that. 

Now, when you say actual case, as Mr. Johnson said yesterday, we 
haven’t had any invention reported to us yet under this act. 

Mr. Cuenowetn. None at all? 

Mr. Harris. We have had one waiver request. One company came 
in with a list of inventions and patent applications and asked for 4 
waiver and we granted that waiver or the ground that those inver- 
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tions had been conceived prior to our contract, and that if we were to 
receive any rights under them it would be because they were first 
getually reduced to practice in the performance of our contract. 

Mr. Cuenowetu. Not one single patent has been issued to the 
Government yet under this law ? 

Mr. Harris. No, sir. 

Mr. Cuenoweru. Our whole discussion is sort of academic then, isn’t 
it,and somewhat premature 

Mr. Harris. Except that we have another legislative year coming 
ground next year and meanwhile we have all these complaints. As Mr. 
Johnson said, we haven’t had anybody walk away from the negotia- 
tion table, but it has taken lots longer and it re i our time trying 
tomollify them. 

Mr. Cuenoweru. You are aware of the fact that there is no legisla- 
tion Congress could pass that will remove all complaints against the 
jaw we pass. We are not going to keep them all out of your office, no 
matter what we do. 

Mr. Futton. Would you yield to follow up your point? 

Mr. Cuenowetu. Certainly. 

Mr. Fuiron. While we are discussing subsection 305(a), we ought 
to point out that it is a new departure in Government policy because 
in one respect it has left out that word “directly” which the Govern- 
ment Patents Board has felt should be used in connection with the 
word “related” or “directly related to the contract.” 

So subsection 305(a) sets up even new wording that has not been 
pene on by any court and peas needlessly, to me, when by so 

oing, it gives us one rule at the Government Patents Board level and 
another rule under NASA; is that not right ? 

Mr. Harris. Yes, sir. 

Mr. Fuuton. Then, secondly, as between principal and agent, or 
master and servant, as respects the Government and its agents or 
employees, it sets a new rule, too, doesn’t it? 

Mr. . Yes. 

Mr. Furron. Section 305(a) sets a new rule. 

Likewise, between the Government and the contractors, section 305 
(a) sets a new rule. 

r. O’Brien. Mr. Fulton, may I interrupt a moment? 

Mr. Fuiton. Yes. 

Mr. O’Brien. We do not regard section 305(a) as being applicable 
to our own employees, sir. They are covered by Executive Order 
10096. Our own employees are not covered by the act. 

Mr. Futron. Let me ask you this: If we change the shop-right 
rule, are we getting into any change on that? 

Mr. O’Brien. Yes. I think we are in that the NASA Act attempts 
to apply this employer-employee relationship and the common law 
theory of division of rights in inventions to an employer-employee 
relationship, to the relationship between the Government and the 
employees of a Government contractor. So that it is a step beyond 
insofar as the entire law is concerned. 

Mr. Futron. The Government applies that employer-employee re- 
lationship under 305(a) in the ordinary case where previous to this 
eesk Act it had meant only a shop-right rule with a Government 

cense. 
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Mr. O’Brien. No, I can’t say that. 

Mr. Fuuron. Prior to this act, the Government would come in and 
would have the right to a license, but under this act you could step in 
and take the title to the whole invention ? | 

Mr. O’Brien. I think there has been no prior attempt in any stat. 
utes to apply the common law theory of employer-employee, and 
rights to inventions thereunder, to a Government-contractor relation. 
ship. This is the first attempt to do that. 

he prior application of the common law theories to our own en. 
ployees has resulted in the taking of title to inventions and may result 
in the taking of a lesser right. 

Mr. Futron. But this transfers that over to people who are work. 
ing under a Government contract with the contractor and employed 
by the contractor itself. 

Mr. O’Brien. Yes. 

Mr. Fuuron. If you put it with the Government employee himself, 
doesn’t this act apply to the situation where the Government em. 
ployee now obtains title subject to a free license in the Government! 

Mr. O’Brien. It does not apply as we are interpreting it. 

Mr. Mr. Bass. 

Mr. Bass. To pull this all together, would you care to summarize 
specifically your recommendations to this committee as to how the 
patent provisions in the NASA Act should be changed ¢ 

Mr. Harris. Do you mean staying within the framework of section 
305 or as an alternative to section 305 ? 

Mr. Bass. Well, we are currently looking into the question, as you 
know, of course, as to what changes, if any, should we on the com. 
mittee recommend in this act. We have been going over the entir 
field, but I would just like to try to pinpoint your own feelings about 
a. ve to specifically what you would recommend. What changes, 
if any? 

Mr. Harris. I think it has generally been indicated by Mr. John 
son, to which I said I agreed, that probably the simplest solution to 
this problem is to adopt a merge 4 such as is contained in the 
National Science Foundation law which merely gives broad powers to 
the Administrator to adopt whatever policy he sees fit to protect the 
Government interest. 

Mr. O’Brien. May I interrupt one moment, Mr. Bass? 

I really don’t think, as a representative of NASA, sir, that we ar 
prepared at this time to state what is the recommendation of this 
agency to the Congress. We have not completed our legislative pro 

am. It is inthe process of preparation. 

I think Mr. Johnson’s testimony clearly indicated that he thought 
that this act was bad from the point of nonuniformity with the De 
partment of Defense when we are doing business with the same seg- 
ment of industry as is the Department of Defense, and in the same line 
of business, and that this discrepancy in policy in the area of patents 
isn’t good for the procurement program of the United States. It 
isn’t good from an equitable point of view; it isn’t good froma 
lawyer’s approach to the problem. 

I think that our legislative program, as Mr. Johnson indicated, wil 
contain alternative recommendations to the Congress. Therefore, 1 
don’t think that we are prepared—I don’t mind Mr. Harris giving his 
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own personal views, but I don’t think we are prepared as representa- 
tives of NASA to state at this time what our recommendations to this 
committee would be. 

Mr. Bass. Perhaps it isn’t fair, then, for me to ask you your per- 
nal Views. 

When do you expect to have the recommendations of NASA before 


Mr. O’Brien. Our timetable—we must get our legislative program 
tothe Bureau of the Budget by the 30th of September. Of course, 
wemust secure all these clearances before this matter would reach the 
hands of the Congress, but we will have our legislative program form- 
glated, I should think, before September 30. And I think Mr. John- 
sn has indicated the present thinking in the formulation of a legisla- 
tive program. 

I mean we have been impressed with the National Science Founda- 
tion approach and this is our thinking, but we are not prepared at this 
time to state what it would be. 

Mr. Will the gentleman yield ? 

Mr. Bass. Yes. 

Mr. Mircnety. I might say for the gentleman’s benefit and also for 
the entire committee, we are going into executive session to discuss the 
problem of when we will come back and conduct further hearings 
after we receive some specific recommendation from NASA, which we 
hope will be forthcoming by October. 

r.O’Brien. Yes, I should think so. 

Mr. Harris. I doubt that it would be by October. When we get it 
tothe Bureau of the Budget, I don’t know how long they will take to 
get administration clearance with other agencies. 

Mr. Mircueti. We will discuss that point in executive session. 

Isthere anything further? 

Mr. Bass. No, that is all. 

Mr. Mr. Daddario. 

Mr. Dappario. Mr. Harris, when Judge Chenoweth discussed spe- 
cific examples with you, you said you had one case where you were 
ible to go through your policy of reviewing the situation and grant- 
ing a waiver and you did in fact grant a waiver. Earlier you said, 
five them back” a patent. In fact, were you able to give back the 
et under the present law when you granted the waiver in a clean 
ashion so there were no limitations on it at all ? 

Mr. Harris. In that particular case, yes, sir. That was a case of 
inventions which were Sede on the fact that any rights we would 
get to them would be because of an actual reduction of practice under 
our contract from this point on, and in that case our waiver regulations 
provide for the waiving back to the contractor of rights in that kind of 
invention, with no strings attached other than the license to the Gov- 
ernment. 

Mr. Dapparto. Then beyond that what would be the ordinary situa- 
tion under which a waiver would be granted ? 

Mr.O’Brren. May I speak to that? 

Mr. Dapparro. Yes, either one of you. 

Mr. O’Brien. The ordinary situation under which a waiver will be 
granted today under our regulations is that it imposes an obligation 
onthe part of the contractor to practice the invention upon which the 
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atent is secured and upon which the rights are waived. To place this 
invention in the hands of the public, to bring the invention to the 
benefit of the public within a period of years, which is presently 5 
years, or, as an alternative, to have a policy of granting licenses undo 
this patent on this invention to permit others to make it available 
to the public. 

As I think I expressed yesterday, the Administrator is authorized 
to grant waivers only when the granting of such waiver would be in 
the interests of the United States, and we felt there was some com. 
pulsion upon us to see that the interests of the United States wer 
protected to the extent that this invention or patent was not shely 
thereby precluding the invention from reeshing the hands of the 

ublic. 
. So there is one condition which is attached to a waiver by ou 
waiver regulations, 

Mr. Dapparto. There is one case where you already have granted 
waiver and you did not put such limitations on it—— 

Mr. O’Brien. No, that is in a different category of case. As longas 
that category of invention arises, when it arises in the future ther 
will be no conditions attached. 

Mr. Dapparto. Under those limitations that you impose, you have 
your first provision where they must use the patent within a certain 
period of time. Could you simultaneously force them to license that 
patent as well? 

Mr. O’Brien. No, sir, not simultaneously. 

Mr. Dapparto. It would then be up to the company to use it within 
a proper period of time or else you could impose the other restriction 
on it? 

Mr. O’Brien. Yes. 

Mr. CuenowerH. What is the fundamental difference between 
your pate and those of the Department of Defense relating to 

atents 
, Mr. O’Brien. The fundamental difference is that under our poli- 
cies we are required to examine into the circumstances under which an 
invention was made by a NASA contractor and if the circumstance 
under which this invention were made were such that the act required 
the Administrator to make this determination that the invention 
should be the exclusive property of the United States, then we would 
take title to that invention. 

Now, what are those circumstances and what are those conditions! 
Those conditions are that the invention, if made by scientific tech- 
nical personnel employed to do research and development. work, if 
the invention is made by that class of person, and if the invention 
itself bears a relation to his official duties, then he is doing what he 
was hired to do, and we say the Government should take title. There 
fore, we depart from the Department of Defense policy in that we 
must take title. 

Mr. Cuenowetu. What does the Department of Defense do in that 
situation ? 

Mr. O’Brien. The Department of Defense gives the contractor the 
right of election as to whether or not he shall take title and secure the 
patent or whether the contractor may permit the Government t 
secure the patent and the Government take title. 
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Mr. Cuenoweru. What is the situation in the atomic energy field ? 

Mr. O’Brren. In the Atomic Energy field—it depends upon the 
character of the invention from the point of view of the technological 
jspect of the invention. If the invention relates to utilization of 
guclear energy and the like, then, of course, it falls within the area 
where no patent would issue and the matter 1s left with the discretion 
of the Atomic Power Commission. But the Atomic Energy Commis- 
son has established outfield and infield classes of inventions wherein 
they take title to some and don’t take title to the others. 

Mr. Cuenowetu. You feel that the Administrator should have that 
privilege and prerogative in our situation as far as space inventions 
are concerned ¢ 

Mr. O’Brien. I didn’t mean to intimate this, sir. I think that this 
ig what the act requires us to do and this is what our regulations 

ify. 
SD seuscowsrss. I am not sure that I detect some element of com- 
jaint on your part that the administrative load which you are com- 
pelled to carry is too heavy for you and your office is crowded with 
these patent lawyers and contractors and you feel it is just too much 
for you to do—is that your situation ¢ 

r. O’Brien. No, sir,I don’t wish to convey that impression at all. 
We welcome the visitors to our office. We are very happy to have 
thm. If we didn’t have anything to do, we wouldn’t be employed. 

Mr. Cuenowern. You say you feel you must make that determina- 
tion. Do you feel the administrative effort in making that determin- 
ation is out. of proportion to the value involved ? 

Mr. O’Brien. We haven’t had any experience on this yet, but I 
would say that truly there is going to be some administrative work- 
load. We have tried to lessen this to the maximum extent possible 
in our patent clauses for use in our contracts, and in our waiver 

lations. 
. CurnowerH. You haven’t had any difficulty in making that 
determination. You haven’t had to make any determination yet. 

Mr. O’Brten. We haven’t made any yet, and we have established a 
presumption in our patent clauses so we can avoid making the de- 
termination. 

Mr. Cuenowern. Could that be a twilight zone where it will be 
dificult to make that decision when the time comes? 

Mr. O’Brren. Will it be difficult, sir ? 

Mr. Cuenoweru. Yes. 

Mr. O’Brien. It won’t be difficult, but it may be time consuming, 
sir. I don’t know. 

Mr. Cuenoweru. Will there be close compliance as to whether you 
are going to go one way or the other, whether you will keep it for 
the Government or pass it on ¢ 
“sol O’Brien. There could be instances where it would be very 
close. 

Mr. Cuenowetn. I understand we are talking about something that 
has never yet taken place. 

Mr. O’Brren. That is right. 

Mr. Curnowern. It all seems a little premature to me. That is 
all, Mr. Chairman. 

Mr. Furron. The question comes up on the type of research that 
we are going to be doing for civilian uses under NASA as distin- 
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guished from the military. When we are in the field of the mili 

we can see there would be a different rule and that we should follow 
the Department of Defense practices, regulations, and procedures, 
wouldn’t you agree? 

Mr, Harris, [ would, 

Mr. O’Brien. Yes. 

Mr. Funron. That brings up the problem of the National Patens 
Association, who basically say that the exclusive title and right to 
use patents and license them in the Government in connection with 
Government contracts is against good public policy. 

Do you agree with that or not! Would you have that basically 
against public policy ? 

Mr. O’Brien. The acquisition of title to inventions? 

Mr. Fuiron. That the Government should not hold exclusive title 
to inventions and exclude, for example, the contractor’s right. Do 
you think it is against public policy, the way the National Patent 
Association feels? 

Mr. Harris. I wouldn’t say it is against public policy. I think 
public policy is whatever the Congress determines, but I would say 
it is inconsistent with the patent system for the Government to hold 
title to a patent under the present administration of Government- 
owned patents. 

Mr. Futon. Basically, you agree with the National Patent Asso- 
ciation in its opposition to several bills they have expressed along 
these lines? 

Mr. Harris. Yes. 

Mr. Fuuron. The next question comes, when we are looking at the 
Government policy in inventions we should look at the Health, Edu- 
cation, and Welfare Department as to what they are doing on patents 
and licenses on things that are basic to public health and welfare, 

Now there, of course, they will not permit anyone to have a patent 
on a vaccine for infantile paralysis, exclusively, or for the cure of 
cancer, for example, or retarding cancer. 

Should we in this particular field of NASA, where we are go 
to do quite a bit of basic research, adopt then a correlative meth 
of patent handling in fields similar to those in the Department of 
Health, Education, and Welfare? 

I understand in the case of the military we conform to their prac- 
tices. Then when we move into the basic research, things that will 
affect health, education, and welfare, should we then follow the basic 
outlines already being followed in HEW ? 

Mr. Harris. Maybe because I believe in the patent system, my 
answer is that HEW should not do that if it does. 

I think the atomic energy law is wrong. I don’t think we should 
not permit a patent in any subject, because I think if the patent is 
designed to encourage invention, then let’s have patents. And we 
might have more atomic energy inventions; we might have more Salk 
vaccines; we might have more cancer cures; and we might have better 
potatoes, which we can’t get a patent for now, if we were to permit 
patents for them. I would much prefer that patents should issue for 
all the above items than to have a law that says they can’t. f 

Mr. Futron. In section 103 any kind of equipment involved in 4 
Government contract is covered. That is commercial equipment, mili- 
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ry equipment, scientific equipment, research and development, outer 
and top science equipment. Where we have such a broad defi- 
nition, wouldn’t you say that that is too broad ? 

Mr. Harris. Yes, sir; and as Mr. Johnson and I both indicated, 
in construing the act, we at NASA have decided we should apply it 
only to, broadly, the equivalent of research and development work. 
Mr. Futron. You would then exclude anything such as commercial 


ment, or supply contracts of any kind in any proposed legislation 

Mr. Harris. Anything that has been previously developed. I think 
whenever we build a new device, then we may o making inventions 
in it; but anything previously developed, I don’t think we should 
gt any rights in it. Those belong to the person who developed it 
before we entered the field. 

Mr. Fuuron. Yes; but I feel even on commercial-type equipment 
that could be used in many related fields that we should not then get 
rights in the Government, even though it is later. 

Mr. Harris. Let us take an example of a desk. That is certainly a 
ommercial item, isn’t it 

Mr.Furton. Yes. 

Mr. Harris. If we would give a contract—I think we would be out 
oforder if we did because I think that is the General Services Adminis- 
tration’s responsibility, but if we were to give a contract to have a new 
desk developed, and an invention was to be made in the performance 
ofthat contract, I think the Government should get at least a royalty- 
free license under that invention. 

Mr. Fuuron. Yes; but Iam talking about exclusive rights. 

Mr. Harris. I agree with you. 

Mr. Furron. The next question comes on commercial and supply 
type contracts when there are companies who have other original pat- 
ats with improvements and, secondly, they have background rights 
sich as Shop and trade practices and secrets. Don’t you think they 
should be excluded from any of these stern provisions in the NASA- 
Ope aproach for patents! 

Mr. Harris. I think we shouldn’t get title to them; yes, sir. 

The question of whether we get a Hcense under background subject 
matter is a very difficult one because one has to determine whether it 
wuld be segregated. Sometimes background knowledge can’t be 
egregated from the foreground, or that which is done under the con- 
tract. Where it can’t be segregated, I think you have to follow the 
mle of confusion of goods. 

Mr. Futron. You don’t mean those should be made available to 
the Government without reasonable compensation, do you ? 

Mr. Harris. I mean that the Government should have a royalty- 
free license. 

Mr. Furron. A royalty-free’ license without compensation ? 

Mr. Harris. Wherever it is developed in a Government contract. 

Mr. Futron. With a contractor ? 

Mr. Harris. Yes, sir. 

Mr. Fuuron. Or any of its employees or subcontractors ? 

Mr. Harris. Yes, sir. 
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Mr. Yracrer. The National Science Foundation, I think, has bee, 
operating about 9 years. Do you know of any instance where they 
have taken title to an invention ? 

Mr. Harris. No; I don’t. 

Mr. O’Brien. They have not. 

Mr. Yracer. But HEW has in some cases ? 

Mr. Harris. Yes. 

By the way, Mr. Fulton’s statement of the HEW policy, I thi 
might bear this one modification, that in their cancer clinic I thipk 
they have found it advisable to change their policy and let the cop. 
tractor have an exclusive right for a limited period of time and the, 
let it revert to the Government or to the public domain when the Sy. 
geon General finds that the public interest so requires. 

Mr. Yeacer. Just one other question : 

How about Agriculture, Commerce, or Interior? Do you have any 
knowledge of those? Did they in any case ? 

Mr. Harris. They take title, I think, in almost all cases. 

Mr. Yracer. They do? 

Mr. Harris. Yes. 

Mr. Yeacer. That is all, Mr. Chairman. 

Mr. Mr. Quigley. 

Mr. Quieter. Could I ask this one question ? 

Are you familiar with the patent situation as far as the Sak 
vaccine is concerned ? 

Mr. Harris. No: I am not. I don’t know whether there is aety. 
ally a patent for it or not. 

Mr. Quietey. That is all. 

Mr. Mrrenett. I thank you again, Mr. O’Brien, and you, M 
Harris, for your appearance today. 

Certainly your testimony will be most helpful to us. The hearing 
is now adjourned. 

We will meet informally, if the members have a few moments, ti 
talk over what future course we will follow. 

(Whereupon, at 11:50 a.m., the subcommittee adjourned, to recon 
vene at the call of the chairman. ) 
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PROPERTY RIGHTS IN INVENTIONS MADE UNDER 
FEDERAL SPACE RESEARCH CONTRACTS 


MONDAY, NOVEMBER 30, 1959 


House or REPRESENTATIVES, 

SuBCOMMITTEE ON PATENTS AND SCIENTIFIC INVENTIONS, 

CoMMITTEE ON SCIENCE AND ASTRONAUTICS, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 214-B, 
New House Office Building, Hon. Erwin Mitchell (chairman of the 
subcommittee) presiding. 

Mr. Mrrcue.yi. The subcommittee will be in order. 

At the outset I would like to acknowledge the presence of the dis- 
tinguished chairman of the full committee. I think it is apparent to 
those of you who are here, the interest that he personally has in the 
problem that this subcommittee will survey by virtue of the fact he 
recognized its importance to the point that he appointed this special 
suibkommittee to very thoroughly go into the problem. And I hope, 
and I have every confidence in my colleagues, that. we can justify his 
wnfidence in appointing the members of this subcommittee. 

Now, we are privileged this morning to hear from Mr. John A. 
Johnson, who is General Counsel for NASA, and Mr. Gerald O’Brien, 
who is the Assistant General Counsel for Patent Matters with the 

agency. 

Seesld like to ask both of you to come forward. 

Now, before we hear from Mr. Johnson, I would like to point out 
that this subcommittee was appointed earlier in the year by Chairman 
Brooks of the full committee in order to review certain patent prob- 
lms arising out of Government activities in scientific research and 
development. 

The immediate problem scheduled for the subcommittee was the 
rassessment of the so-called patent provisions of the National Aero- 
nautics and Space Act of 1958, provisions which have now become the 
suree of some controversy among elements of industry, the legal pro- 
fession, and Government itself. 

On August 19 and 20 of this year, the subcommittee held prelimi- 
mry hearings in order to brief itself on the background of the patent 
law in question and to learn, firsthand, from the Space Administra- 
tion how its provisions are being implemented. 

It became evident at these preliminary hearings that many organi- 
uations desired to be heard on this matter. In the meanwhile, the 
Space Administration witnesses disclosed that NASA was planning 
to recommend some changes in the law. In view of the foregoing, 
the subcommittee has scheduled this week of hearings, during whic 
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it will endeavor to hear over 20 witnesses from Government, ind 
and the legal profession. ; 

Inasmuch as the Space Administration has completed the pro 
which it will recommend to the Congress in January, and as I under. 
stand is prepared at this time to discuss such recommendations, ye 
have requested the NASA to provide our first witnesses. 

It is my thought that the subsequent testimony of other witnesgeg 
most of whom have been apprised of the new Space Administration 
proposal, will be much more meaningful if we proceed in this way, 

Mr. Johnson, before we hear from you, I received a telegram this 
morning from Congressman James Fulton, who is a member of this 
subcommittee, exhibiting his interest in the subject matter of these 
hearings, saying that insofar as today’s session is concerned, that he 
is in the United Nations, he is scheduled to make a speech there, and 
he will be in attendance later on as the hearings progress. 

I want the record to show Mr. Fulton’s interest in this matter, 

And now will you please proceed Mr. Johnson ? 


STATEMENT OF JOHN A. JOHNSON, GENERAL COUNSEL OF THE 
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION; Ac. 
COMPANIED BY GERALD D. O'BRIEN, ASSISTANT GENERAL 
COUNSEL FOR PATENT MATTERS, NATIONAL AERONAUTICS AND 
SPACE ADMINISTRATION 


Mr. Jounson. Mr. Chairman, Mr. Brooks, members of the subcom- 
mittee, it is a pleasure to return again to this subcommittee to tell you 
of our proposals for amendment of section 305 of the National Aero- 


nautics and Space Act of 1958. 
NASA proposes that section 305 be repealed and a provision e- 


acted in its place to read as follows: 


Sec. 305. (a) Each contract or other arrangement entered into by the Ad 
ministration, and each subcontract at all tiers thereunder, which has as one of 
its purposes the performance of experimental, developmental, or research work, 
shall contain provisions prescribed by the Administrator governing the disposi- 
tion of the rights to inventions conceived or first actually reduced to practice 
thereunder in a manner calculated to protect the public interest and the equities 
of the contractor. 

(b) The Administrator or his designee may, whenever the contract pro 
vides for the vesting of title to an invention in the United States, waive the 
rights of the United States to such invention on such terms and conditions as he 
determines to be in the best interest of the United States: Provided, That any 
such waiver shall be subject to the reservation of an irrevocable, nonexclusive, 
nontransferable, royalty-free license for the practice of such invention through 
out the world by or on behalf of the United States or any foreign government 
pursuant to any treaty or agreement with the United States. 

(c) The Administrator may waive, upon the same terms as provided in sub- 
section (b) of this section, all or any part of the rights of the United States 
to inventions made in the performance of any work under any contract here 
tofore entered into by or for the Administration which have become the e& 
elusive property of the United States. Any contract heretofore entered into by 
or for the Administration, on which final payment has not been made, may 
be amended without consideration to effectuate the purposes of this section: 
Provided, That no such amendment shall affect the status of inventions whid 
have become the exclusive property of the United States. 

(d) The Administration shall be considered a defense agency of the United 
States for the purpose of chapter 17 of title 35 of the United States Code. 


cer 
mil 
wal 
tha 
int 
mel 
Yet 
NA 
trac 
sitic 
if 
the 
trac 
aerc 
forn 
trac 
tice 
of I 
trac 
tors, 
or 
ment 
cont 
egal 
Deps 
The 
the 
assur 
vith 
Th 
any ir 
Nuclea 
Tanger 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 65 


The purpose of this recommendation, which is patterned after the 

tent legislation of the National Science Foundation enacted in 
1950, is to enable the National Aeronautics and Space Administra- 
fin (NASA) to adopt patent policies and practices which appear 
iter careful study and experience to be best suited to its particular 
yeods. The National Aeronautics and Space Act of 1958, which cre- 
ited NASA, was intended to foster a vigorous and comprehensive 
program of aeronautical and space activities and to preserve thereby 
the role of the United States as a leader in aeronautical and space 
gience and technology. It is believed that NASA’s ability to achieve 
these objectives would be enhanced by a revision of the patent pro- 
visions of the National Aeronautics and Space Act of 1958. 

At the present time NASA is required, by section 305 of the Na- 
inal Aeronautics and Space Act of 1958, upon the determination of 
grtain facts by the Administrator, to take title to inventions made 
in the performance of its contracts, unless the Administrator deter- 


mines that the interests of the United States would be served by 


yaiver of all or any part of the Government’s rights. It is clear 
that the law in this form recognizes that the Government’s objectives 
inthe field of aeronautical and space activities do not require Govern- 
ment ownership of every invention made under NASA contracts. 
Yet the emphasis on taking title imposes restraints which prevent 
NASA from contracting for lesser rights in inventions made by con- 
tractors where the interests of the Government do not require acqui- 
sition of title. 

It is well known that NASA’s contractors by and large are from 
the same segments of American industry which do most of the con- 
tacting with the Department of Defense in defense aspects of the 
weronautics and space field. In most cases, in fact, not only the same 
industrial units are involved, but essentially the same technology 
fms the basis for both NASA and Department of Defense con- 
tnets. Often contracts are jointly sponsored. Since NASA prac- 
tice required by the present law differs from that of the Department 
if Defense, the disposition of patent rights in inventions under con- 
tracts which are basically similar and often with the same contrac- 
tors, may depend solely upon whether the source of funds is NASA 
Department of Defense appropriations. From an equitable, as 
well as an administrative standpoint, it is believed that the Govern- 
nent ought to deal er regardless of the agency involved, with 
wntractors engaged in substantially similar work. To this end, in 
ilmost every procurement aspect except patents, NASA has the same 
kgal authority and has adopted the same policies and practices as the 
Department of Defense in conducting its business with contractors. 
The single exception concerning property rights in inventions is of 
the utmost importance to contractors. it is, therefore, necessary to 


| sure itself of the continuing willingness of contractors to partici- 


in projects of great national importance, that NASA be given 
retionary authority to adopt contractual patent provisions in line 
vith those of the Department of Defense where necessary to meet the 
auities of the situation. 

The Atomic Energy Act, on the other hand, requires that— 
ty invention or discovery, useful in the production or utilization of special 


mclear material or atomic energy, made or conceived under any contract, ar- 
tingement, or other relationship with the Commission— 
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shall be deemed to have been made by the Commission, except that 
the Commission may waive its claim to any such invention or dis. 


covery. This statutory standard is also at variance with section — 


305(a) of the NASA Act. If the proposed legislation were e 

it would enable NASA to adopt patent nthe. pe in its cont 
identical with those of the Atomic renee Commission in cases where 
the production or utilization of special nuclear material or atomic 
energy is involved. 


The merits of both the title and the license approaches to the go. 


called Government patent problem are under study; neverth 

NASA believes that the Government, regardless of the en 
volved, should deal equally with contractors engaged in substantial} 
identical work. This is an overriding consideration. Accordingly 


NASA should be able to do its contracting in accordance with the 


atent policies of the Department of Defense or the Atomic Energy 
mmission or any other agency of Government when the procure. 
ment situation and the special interests of the Government require it, 

The suggested amendment is substantively like the legislation 
enacted in 1950 for the National Science Foundation (40 U.S.C 
1871). The principle of that legislation is to authorize the adoption 
of contract provisions, taking either title or license, whichever yill 
protect the public interest and the equities of contractors. By follow. 
ing the precedent of the National Science Foundation patent legisla. 
tion, NASA would be able to cut the cloth to fit the pattern. 

In summary, we think that the requirements of good government 
call for giving NASA greater flexibility so as to eliminate inequities 
to contractors, lighten its own administrative burden, and minimize 
contractor tr aon of which, in our opinion, will serve the best 
interests of the national space program. 

Mr. Mrrcne.i. Thank you very much, Mr. Johnson. 

Mr. Chairman, do you have any questions ? 

Mr. Brooks. Well, as I told the subcommittee previously in execu- 
tive session, I am here because of my interest in the subject, which 
I consider extremely important, and I want to commend the sub- 
committee, the members, and the chairman for meeting here in 
late November, before Congress convenes. I think this subject is 
extremely important, and the committee has a very heavy calendar 
beginning immediately after the opening of Congress in January, 

or this reason I appreciate the subcommittee taking this matter 
up at this time. 

This subcommittee is in competent hands, and I have no fear of their 
action. I know they are going to do a thorough job. 

Now, I have just one or two questions that I wish to ask inasmuch 
as I am not going to be here for the whole session. 

In reference to the changes, you alluded to the fact that you wanted 
changes made in the law so as to bring it in line with the provisions 
of the National Science Foundation law. Now, at the same time, you 
referred to the law covering atomic energy and also the law covering 
the National Defense Department. What difference is there betwee 
those at the present time? Does the Defense Department have the 
same provisions of law as does the Atomic Energy Commission, ani 
does the Atomic Energy Commission have the same provisions as dos 
the National Science Foundation ? 
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Mr. Jounson. Mr. Chairman, the answer is that the statutory situa- 


tion is quite different for each one of these agencies. The Depart- 
- ment of Defense, insofar as this question of the taking of title or the 


aoquiring of a license in contractor-inventions is concerned, is entirely 
free from any Statutory restriction. _ 

The Department of Defense position has been developed purely as 
, matter of administrative policy. It is incorporated in the armed 
grvices procurement regulations which, incidentally, NASA follows 


_ insusbtance in every respect except the field of patents, where we are 


ynable to follow it because of our peculiar statute. 

The Atomic Energy Commission, on the other hand, has a statute 
which, in a general sense, is more like NASA’s statute than anything 
ase is. It is a statute that provides for the vesting of title in the 
Government to inventions in certain fields made by its contractors, 
although the AEC has the authority not to take title in its discretion, 
[ believe, except in the field of inventions useful in weapons employ- 
ing atomic energy. 

e National Science Foundation, on the other hand, has a statutory 
provision very much like the first subsection of the bill we are pro- 
ing here and which I just read. The National Science Founda- 
tion’s legislation simply requires that the Foundation enter into con- 
tracts containing provisions on this matter of patents which will be 
designed to protect the public interest, as well as the equities of the 
ontractor. Therefore, the National Science Foundation is legally 
free to go as far as the Defense Department in the direction of not 
taking title and only acquiring a license; or, for that matter, as far as 
the Atomic Energy Commission in acquiring title. 

The actual practice of the National Science Foundation has been, 
as | understand from a recent Senate committee report, not to acquire 
title in the typical case of inventions produced by contractors, but only 
to acquire a royalty-free license similar to that acquired by the De- 
partment of Defense. 

So you see, while the statutory positions are different for each 

cy, the practice of the National Science Foundation is not far from 
the practice of the Department of Defense. In making our proposal, 
weare saying that we think the kind of legislative treatment given the 
National Science Foundation is the best. If we were given that kind 
of flexibility we would, where appropriate, follow the practices of the 
Department of Defense, and, where appropriate, we would follow the 
practices of the Atomic Energy Commission; and we would be em- 
powered to do so under that kind of statutory authority. 

Mr. Brooks. That is all, Mr. Chairman. 

Mr. Mr. Chenoweth. 

Mr. Cuenowrru. Mr. Johnson, your main argument for the legis- 
lation, then, is uniformity? There is some conflict between present 
practices, and you feel it is desirable to treat everyone alike ? 

Mr. Jounson. Yes, sir, I would say that that is the overriding con- 
sideration. And I don’t mean just uniformity for the sake of uni- 
formity. I mean uniformity because I think it is the only way to 
whieve an equitable result, so far as the contractors are concerned. 

Mr. CuenowetrH. Would you want this on the same basis as the 
Atomic Energy Act? 
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Mr. Jounson. No, sir, I would not, because that would only give yg 
uniformity with the Atomic Energy Commission, and that would be 
in a very small area of our business. It would result in a very grogg 
disuniformity, so far as the greater portion of our business jg gop. 
cerned, which is with contractors it ey have essentially been doing 
business for the Department of Defense. 

Mr. CuEenowetH. What does the Atomic Energy Act provide now 
just in substance ? 

Mr. Jounson. The Atomic Energy Act provides, in substance, that 
any invention or discovery useful in the production or utilization of 
special nuclear material or atomic energy, made or conceived under 
any contract or other relationship with the Commission, shall be 
deemed to have been made by the Commission, except that the Com. 
mission may waive its claim to any such invention or discovery, 

The reals of that is to give the Commission title unless it waives 
its claim. 

Mr. Cuenowetrnu. That what you want now for NASA ? 

Mr. Jounson. No, sir. We want flexibility that would enable Us, 
when we are involved in a contractual situation that involves the same 
subject matter as is specified in the Atomic Energy Act, to follow 
the requirements of the Atomic Energy Act; but in the great majori 
of our cases, that do not involve this subject matter but involve researe 
and development very similar to that being carried on for the Depa: 
ment of Defense, we would, with the flexibility we are asking for, 
generally follow the policies of the Department of Defense, which 
is not to acquire title but to acquire only a royalty-free license. 

Now, this is not to say that the Department of Defense never acquires 
title, but, as a generality, one would say that the Department of 
Defense only acquires a royalty-free license. We would do that also 
in the cases where our contracts involve the same contractors, the same 
technology, et cetera, and this is the great majority of our contracts, 

Mr. Cuenoweru. What has been your experience in the administra. 
tion of the present law? Has it been satisfactory, generally? Has 
there been any serious complaint or charges made that it is unfair 
and inequitable to any sony? 

Mr. Jounson. I will have to answer that in two parts. So faras 
difficulty in administration is concerned, I would say there have been 
no difficulties that we haven’t been able to overcome by conscientious 
administration of the act. By this, I mean we have developed a set 
of regulations governing both the employment of contract provisions 
on patents in our contracts and the exercise of the Administrator’ 
waiver authority which we think are consistent with the purpose of 
the act and in the public interest. 

This has not been done without a good deal of administrative difi- 
culty, however. 

Now, as to the second part of your question, there have been very 
persistent and vocal complaints and charges from industry and the 
patent bar that the present law is inequitable. 

Mr. Cuenowetn. Is that true so far as the Atomic Energy Act is 
concerned 

Mr. Jounson. Oh, I think that the Atomic Energy Act is undera 
good deal of attack, also; but I am really not qualified to speak to that 
point. 
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Mr. Cuenowern. Under this act the Commission has the flexibility ; 
doesn’t it? The Commission can waive—— 

Mr. Jounson. It has some flexibility ; yes, sir. 

Mr. Cuenowern. That is what you are seeking here? 

Mr. JonNson. Well, we have that kind of flexibility in our present 
act. 7 

Mr. CueNoweru. You have it now, you say? 

Mr. Jounson. We have the kind of flexibility the Atomic Energy 
Commission has, but it imposes very serious restraints upon the agency. 
It is quite clear that the main thrust of section 305, as it presently 
sands, is to vest title in the Government to contractor inventions, al- 
though it gives to the Administrator, just as the Atomic Energy Act 

ives to the Commission, the authority to waive the Government’s 
rights when the public interest requires. : 

So far as the AEC is concerned, I believe that its discretion may be 
limited in the cases of inventions useful in atomic weapons, but I am 

Now, the problem is this: that if we may only exercise this discretion 
through the waiver process, we are very definitely limited, so far as 
the contracting process is concerned. We have had to develop very 
complicated contractual provisions that require reporting of inven- 
tions to the Agency and provide a legal basis for the Administrator 
tomake the factual determinations that he is required to make under 
section 305(a) of the act. ae bn 

Mr. Cuenoweru. What is the determination he has to make now? 
On every case he now has to make a determination, does he not? 

Mr. Jounson. I think I should read into the record at this point 
section 305(a) of the act: 

Whenever any invention is made in the performance of any work under any 
contract of the Administration and the Administrator determines that (1) the 
person who made the invention was employed or assigned to perform research, 
development or exploration work, and the invention is related to the work he was 
employed or assigned to perform, or that it was within the scope of his employ- 
ment duties, whether or not it was made during working hours, or with the con- 
tribution by the Government of use of Government facilities, equipment, mate- 
rials, allocated funds, information proprietary to the Government or services of 
Government employees during working hours, or (2) the person who made the 
invention was not employed or assigned to perform research, development or ex- 
ploration work, but the invention is nevertheless related to the contract, or to 
the work or duties he was employed or assigned to perform, and was made dur- 
ing working hours, or with a contribution from the Government of the sort re- 
ferred to in clause (1), such invention shall be the exclusive property of the 
United States, and if such invention is patentable a patent therefor shall be is- 
sued to the United States upon application made by the Administrator, unless the 
Administrator waives all or any part of the rights of the United States to such 
invention in conformity with the provisions of subsection (f) of this section. 

The effect of that subsection, we have felt, is to require that there be 
reserved to the Administrator the exercise of his waiver power until 
after the determinations called for by section 305(a) of the act have 
been made. 

We have developed a contractual provision under which the con- 
tractor who reports an invention will be deemed in effect to have 
acquiesced in a determination that these are the facts, unless he pro- 
duces facts on his own initiative to rebut such a  sbatemw his 
reduces the administrative burden somewhat. Of course, that clause 


has not been put to the final legal test of litigation yet. If we were | 
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given the kind of flexibility we are asking for, we could, in the 
majority of our cases, do the kind of thing the Department of Deluae 
does. We could adopt contractin ceeua under which, in the 
contract, itself, the contractor would be assured that he could retain 
title to the invention, with NASA acquiring only a royalty-free license, 

Mr. Curenowetu. Has the provision which you have just read 
there—do you feel that imposes an undue burden and hardship upon 
the Administrator? Have the questions in fact involved been very 
difficult to determine / 

Mr. Jounson. No, sir. We have only had a few inventions actually 
reported during this first year, because we are really just moving into 
that phase now. 

Mr. CuEenowetH. How many would you estimate? 

Mr. Jonunson. Approximately 10. 

Mr. O’Brien. From contractors. 

Mr. Jounson. The reason for this is that it takes quite a while 
after a research and development contract is commenced before we 
reach the reporting stage, in a heavy way, under this provision of the 
act. We haven’t had to get into a disputed question of fact under this 
section yet because the contractual provision that I mentioned has 
been operative, and the contractors have not chosen to adduce facts 
to rebut the presumption. So I could not say that the requirement 
r3 factual determination has been an administrative burden on the 

ney. 
t ood be in certain cases, but that is not the main point of my 
argument, by any means. 

Mr. CuHENOwETH. You don’t think you are a little premature then 
in being before this committee suggesting changes after only 10 cases 
have been involved and none of those involving any great administra- 
tive difficulty ? 

Mr. Jounson. No, sir; I don’t think we are premature for this rea- 
son: We are trying to use our best judgment to anticipate problems to 
come. We know that one isn’t at liberty any time during the year 
to seek a major revision of existing legislation. Besides, our problem 
here concerns not only the matter of making determinations as to 
whether waivers should be granted, but it involves our contracting 
policies, what kind of contracts we should enter into. 

Here, of course, we have been involved for a whole year, 14 months 
as a matter of fact, in entering into contracts in which we have had 
to negotiate with the contractor a patent clause that is suitable to 
administer these provisions of the act. So we have had that kind of 
experience. 

Mr. Cuenowetu. It appears to me, Mr. Johnson, that you are im- 
posing greater administrative difficulties upon the Administrator, 

e is going to have to determine then whether or not a waiver should 
be issued in all of these cases; is that right? 

Mr. Jounson. He has to do that at the present time, Mr. Chenoweth. 

My argument is not to avoid the administrative burden on the part 
of the Administrator to determine whether waivers should or should 
not be granted. We are prepared to discharge that burden right now 
and would be under any change in the law. 
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Mr. Jounson. The remedy we are seeking is to ed NASA a greater 
gntracting flexibility so as to avoid an inequitable situation so far as 
thecontractors are concerned. 

[ don’t think it is good government, Mr, Chenoweth, for one agency 
of the Government to be compelled to deal with contractor X on one 
basis While another agency of the Government deals with contractor 
X on an entirely different basis, when the same kind of word is 
involved, the same technology is involved, the end products are hardly 
distinguishable, and the only difference is the source of funds. ; 

Mr. CHeNowETH. You are now on the same basis as the Atomic 
Energy Commission? 

Mr. Jonnson. No, sir, and I have to explain this. We are quite 
similar to the Atomic Energy Commission, but the kind of contracts 
we have that are similar to the Atomic Energy contracts are very, very 
few in number and a very small part of our business. So that while 
we can achieve substantial uniformity with the Atomic Energy Com- 
mission under our present law—but this is not simple—we cannot 
achieve contracting uniformity with the Department of Defense at all, 
and this is, let me say, 99 percent of our business, compared to the 
1percent that falls in the AKC field. 

r. Cuenowetu. Mr. Johnson, I am not going to take further time 
now. The other members of the committee I am sure have questions. 
I want to state very frankly that I come to this hearing with an open 
mind and I have some rather serious reservations, from what I have 
heard here this morning, as to whether or not there should be sub- 
stantial changes in the law. . 

Iam going to listen to the witnesses this week with great interest for 
Ihaven’t formed any opinions whatever in this matter, but I think the 
burden is going to be upon you to make a pretty strong case as to why 
there should be any substantial changes in the present law after only 
10 cases are involved here; obviously you are in very preliminary 
ss of the whole program. 

want to find out and I want to be convinced that this present law 
is inequitable to certain groups or is imposing great administrative 
hardships and burdens before we embark upon a new field and change 
alaw which, so far as I know, has been generally satisfactory. How- 
ever, if there are reasons why it should be changed, why, I am sure they 
will be given proper consideration. 

It isa great pleasure to see you, Mr. Johnson; always happy to have 


ju. 
That is all, Mr. Chairman. 

Mr. Mircnett. Mr. Johnson, in connection with Judge Chenoweth’s 
line of questions, I assume—and you can tell me if I am correct—that 
you are appearing at this time and seeking an amendment to patent 
provisions of the act of last year, based not only on your experience in 
this short period of time, but also viewing the experience and policy 
of other Government agencies in the same area; is that right? 

Mr. Jounson. That is correct, Mr. Chairman. 

Mr. Mircrert. Now, just to pinpoint this particular point that 
Judge Chenoweth was questioning you about, of course you have 
walver provisions in existing law, and I believe your testimony was 
that you have had some administrative hardship, but no real prob- 
areetting from the waiver provisions under existing law; is that 
ng 
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Mr. Jounson. We have had no real problems in making admip. 


istrative determinations called for under section 305(a) and exereis} 

the waiver authority granted to us there. But as I tried to empha. 
size, this is only one side of the coin. The other side is the contracting | 
process, and here we have had a year’s experience. 


Mr. Mircnetz. All right. That brings this next question, which | 


I think can pretty well sum up your position, I believe, Mr. Johngop, 
The proposed language that you have read into the record today 
how, in your judgment, will that improve existing law insofar 9g 
waiver and title is concerned ? 

Mr. Jounson. I think I should say that we have a rather elaboratg 
set of waiver regulations, and it might be necessary to refer to thes 
from time to time. They have been furnished to the committee, | 


don’t know whether they should be introduced into the record or not 
in connection with this testimony. 

The answer, I believe, is this: If the law were changed as we haye 
requested, it would enable NASA to adopt contractual patent pro. 
visions in line with those of the Department of Defense—*in Jing 
with” I say deliberately, I don’t mean identical with—in line with 
the Department of Defense for that great portion of our busines 
which involves the same segments of industry, and essentially the same 
technology and in many cases the same end products that the Depart. 
ment of Defense is contracting for. The Department of Defense, of 
course, has been engaged in this kind of business for a number of 

ears. 

‘ Aeronautical and space technology is not a completely new and 
independent technology in the sense that the technology in the atomic 
energy field is, which was virtually a Government monopoly from 
the beginning. 

Here we have a field of technology that has been evolving for the 
past 50 years. One can’t, I believe, point to any particular landmarls 
in this evolving technology that say this thing shifted over from on 
kind of thing to something essentially different. 

In the field of space we are involved with the electronic ind 
today, we are involved in every field of technology imaginable, and 
we are out on the frontier of each one of those fields. There is nothing 
as clearly definable and as capable of separate conception as the atomic 
energy field. 

We are involved in this in just about the same way the Depart. 
ment of Defense is. To be specific, we are at the present time, launch: | 
ing every one of our space vehicles with boosters initially developed 
by the Department of Defense in connection with the ballistic missil 

rogram. 

Mr. If I may interrupt, Mr. Johnson. Of course, 
understand there is no statutory authority controlling the Department 
of Defense as you have for the Space Agency. Who has, in the De 
partment of Defense, the authority, the contractual authority? 

Mr. Jounson. At the present time the contractual authori i 
Moa by law in the Secretaries of Defense, Army, Navy, and Ait 

orce. 

Mr. Mrrcuetu. Now, would there be any difference in what vi are 
proposing; that is, the authority of the Administrator of NASA 


than the Secretaries of the services? Would their contractual at}. 


thority be the same as you are proposing today ? 
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i Mr. Jounson. Well, I wouldn’t say it would be exactly the same. 
18 Here I am going to be a little bit cautious, because—I am going to be 
rt "| glittle bit technical, too—if the Department of Defense at the present 
ie | | me were to contract for the acquisition of title, 1 am not sure that 
hich | it could also reserve to itself the authority to waiver that title, since 
ison, | thismight appear to be giving away some Government property in- 
ds tgrest ater on. Iam not certain of this. 
r o | [ would say essentially, though, we would be gaining the same kind 
of flexibility by statute that the Department of Detense has in the 
orate  absenceofastatute, 
thes | Mr. Mrrcnext. I notice in the language that you propose, I believe 
e, [| | yousay the Administrator or his designee. What was your reason- 
rnot | mgin including the word “designee” ¢ 
. JouNSsON. The reason was purely one of administrative con- 
have venience. This is a form of language used in a great many statutes 
vhere it is desirable to hold the head of the agency responsible for the 
i icies and procedures put into effect, while recognizing that he 
with | might want to choose one of his subordinates to carry out the actual 
sinegs | administration of the act. : 
same | Mr. Mrrcwety. Is that language also contained in the National 
spart- | Science Foundation Act 
se, of | Mr. Jounson. No, there is nothing comparable to this, This is 
er of subparagraph (b) of our proposal, and this is really derived from 
wr present act, rather than the National Science Foundation Act. 
vy and | The National Science Foundation Act is the basis for subsection (a) 
tomie | four proposal, which is the chief portion of our proposal. 
fron | The Retinal Science Foundation Act, on the other hand, doesn’t 
nention any Official of the agency, and therefore under ordinary ad- 
or the | ministrative practice, this could be done by any responsible official of 
marks | theagency. It simply says: 
mm One | Pach contract or other arrangement executed pursuant to this act which 
wates to scientific research shall contain provisions governing the disposition 
dustry dinventions produced thereunder in a manner calculated to protect the public 
2, and interest and the equities of the individual organization with which the contract 
thing w other arrangement is executed. 
ro So the problem that you are raising did not have to be faced in the 
National Science Foundation Act. ' 
Jepart: Mr. Dappario. Mr. Johnson, what are the limitations which exist 
aunch | Within the Space Act as it now stands that prevents the Administra- 
‘eloped it from having the elasticity necessary to accomplish what you are 
miseile | tempting to accomplish through the substitution of this new section 
forthe present section 305 ? 
urse, | Mr. Jounson. Mr. Daddario, I have read into the record section 
tment |"(2), which provides that upon the making of these statutory de- 
the De |"minations, the title to the patentable invention shall vest in the 
fovernment unless the Administrator waives the rights of the 
nd Air} Under that provision, even though there is another provision in 
he act that provides for class waivers, we have felt it woul| be a 
ou are | “ear Violation of the total spirit of section 305 were the Administrator 
\ AGA, |make a determination that says, in effect : I am going to waive title 
‘ual at-| all inventions | pinsonigh by contractors in a particular segment of 
industry, or in all cases where the Department of Defense is already 
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contracting with a particular contractor on similar research and devel. _ 

opment work, without knowing in advance precisely what the jp. | 

vention is going to be. It has seemed to us that the only conscientioys 
way of administering the act is to require that the inventions be pp. | 
ported, that the determinations be made, and that waiver take plac 
afterward. Now, we have in our waiver regulations indicated certain 
areas where we would deem a prima facie case for waiver to be made | 
out, but even there we have felt we couldn’t say with certainty tha | 
waiver would be granted, because the spirit of the present law seem; _ 
to require a conscientious case-by-case determination. 

Therefore, the result of this law, as we have interpreted it, has been 
to require that our contracting practices with that portion of industry 
doing business with the Defense Department be essentially different 
from the Defense Department. It requires that the reporting of the 
inventions be made, and then an administrative determination }p 
made, followed by a decision to waive or not to waive the invention, 
whereas under the Department of Defense procedure the contractor 
could be assured by contract that title to the invention would be re. | 
tained by the contractor with only a license given to the Government, 

Mr. Dapparto. Do you mean by that, then, that you would like tp 
have more elasticity and you believe actually that the Administrator | 
could, under the Space Act, have it, but that you read the law to con. | 
fine him more by spirit than by words? 

Mr. JoHNSON. Rass 305 is a very difficult and complicated se. 
tion, Mr. Daddario, and one has to try to read all the portions of it 
together. It has been productive of a tremendous amount of legal | 
comment and articles and speeches during the past year. It isnot} — 
a very easy section to interpret in its entirety. But what you say]} | 
think does correctly reflect our position on it. | 

Mr. Dapparto. Well, there is one section of this besides that that) 1 
bothers me, and that is in section (f), where you refer to waivers under 
a previous section of section 305, and then you go into this sentence~|_ 
Each such waiver made with respect to any invention shall be subject to the 
reservation by the Administrator of an irrevocable, nonexclusive, nontras 
ferable, royalty-free license for the practice of such invention throughout the 
world by or on behalf of the United States or any foreign government pursuant 
to any treaty or agreement with the United States. 

That seems to be a restriction to his waiver authority, does it not! 
Mr. Jounson. Yes, sir, but that is not an objectionable restriction 
Mr. Dapparto. Well, is there any such restriction that now exists 

under any other agency which does restrict inventions in this manne 

to agreements with any foreign government ? | 

r. Jounson. I know of no such statutory provision with respect to 
agency. 

r. Dapparro, When you say it does not give you any concern, ani 
yet it is not a restriction in any other agency, it would seem to metolt| 
one that bothers me because it could get into all kinds of sidetracks 
and sideroads. Reading this last provision, “any ment. with tht 

United States which any other foreign government has” could alms} » 

give other countries an exclusive right to certain patents simply 

agreements which they have with us, which they themselves coil 
interpret in their own favor, could it not ? 


| 
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Mr. Jounson. I am not an expert on the bilateral agreements that 
we have with other nations, but it is my understanding that there are 
a number of such agreements that require that where the Government 
does hold title to an invention, then the Government is obligated to 

rovide to the other parties to those agreements the kind of interest 

escribed here in this section. 

Mr. O’Brien. I might comment a little bit on this, Mr. Daddario. 
If the U.S. Government, in pursuance of the provisions of this statute, 
acquired title to an invention, we would be obligated under our bi- 
jateral agreements to make this invention available for license to a 
foreign power, who is a party, a signator, to a bilateral agreement. 

We therefore do not have the right, legally, to grant title to this 
invention by way of waiver which would exclude the right of the 
United States to fulfill its obligations under this treaty agreement. 

Therefore, the Congress in its wisdom made certain that the Ad- 
ministrator would not be allowed to place himself in a position where- 
by he would be defeating an existing treaty obligation. For example, 
article IV of the bilateral with the United Kingdom provides that 
whenever either contracting government can grant to the other con- 
tracting government for defense purposes a license to use an invention, 
without incurring liability to any Pow owner of a proprietory or 
other legal interest therein, it shall do so without cost to such other 

vernment. 

Mr. ene Do you believe that that says the same thing as this 
section (f) 

Mr. Obie. I construe section (f) to merely reserve unto the 
Government the right to grant a license to a foreign government if 
weare under treaty obligations soto do. And I read section (f) as to 
preclude the Administrator of NASA from granting title by waiver 
processes which would defeat the Government’s right to fulfill their 
treaty obligations. 

Mr. Davpario. Then all other contracting authorities, excepting for 
the Administrator, have this right to follow this thing logically, to 
defeat the provisions of unilateral agreements which we iene with 
other nations ? 

Mr. O’Brien. I don’t believe I understand you, Mr. Daddario. 

Mr. Dapparto. Well, following your line of reasoning, the Ad- 
Eepistrator of NASA is the only one who is so compelled by Con- 

ss? 

Mr. O’Brien. No other agency, perhaps, other than the Atomic 
Energy Commission, has the waiver authority. As I understand it, 
if property is vested in the name of the U.S. Government, then that 
property can only be transferred in accordance with law and in accord- 
ance with legislative sanction. Other agencies do not have authority 
to aie the waivers that is given to the Admiinstrator by subsection 
305(f). 

Mr. Dapparto. Well, if we get back to Mr. Johnson’s original inter- 
hen of what the present situation is under the Department of 

fense in answer to questions made by my colleague, Judge Cheno- 


' weth, it would indicate that there would be waivers granted all the 


way down to that, excepting for the license, free license provision to 
remain in the United States, and that did not include foreign 
countries. 
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Now, is there a change in that, that when we do follow the Depart. 
ment of Defense procedure, that it does not just include the right to 
the free license for the United States, but also every government with 
which we havea treaty or an agreement ? 

Mr. O’Brien. If we were to be in a position corresponding with the 
Department of Defense and acquired in the first instance merely 
license for governmental purposes, that invention would never haye 
been subjected to our treaty obligations, because we never had title 
to that invention. If, on the other hand, we, as the Department of 
Defense in their present situation, takes title—and the Department 
of Defense does take tile in a number of situations—if we were to 
take title then I feel we could not grant a waiver of title to that ip. 
vention without reserving to the Government the power and the right 
to fulfill its treaty obligations, and I don’t think the Department 
of Defense could, either. 

Mr. Jounson. I think we should add a reference to article 5(a) 
also, of this bilateral with the United Kingdom, which reads: 

When an invention owned by one contracting government is used by the other 
contracting government for defense purposes, such use shall, to the extent 
that no liability is incurred by either government to any private owner of pro- 
prietary or other legal interest in the invention, be without cost to such other 
government. 

I think the answer here is simply this: that we are required by this 
statute to reserve to he United States that which is necessary to ca 
out the obligations that the United States has assumed under these 
various patent bilaterals. This is a provision which the Department 
of State, of course, has the primary interest in, rather than NASA, 

Mr. Dappartio. Well, is it my understanding, then, that if we follow 
your suggestion and amend section 305, that in every instance a con- 
tract—where a contract is written, that it will include such a provision 
to have such royalty-free licenses for every foreign government pur- 
suant to any treaty or agrement with the United States, or would that 
be subject to the particular situation ? 

Mr. Jonnson. So far as the proposal that we have here is con 
it would only be when we had the right to acquire title by virtue o 
the contract and then waived the title that such a result would be 
mandatory under this proposed law. 

On the other hand, even in situations short of acquiring title, we 
might acquire a license running not only to the U.S. Government, but 
to other governments. In connection with the first paragraph of the 
agreement that Mr. O’Brien read, which referred to the right of either 
contracting government to grant a license to use, I assume this could be 
accomplished by contract, but it wouldn’t be required by statute. I 
think that in developing our policies in that respect we would want 
to consult with the Department of State and be guided by the foreign 
policy interests of this Government. 

Mr. Dapparto. One of the problems right now is the fact that under 
the act as it is now existing you have to take title and you don’t have 
such elasticity, and that is one of the things you are trying to get 
ee and that is one of the restrictions to the waiver provision, is it 
not 

Mr. Jounson. That is a correct statement. 

Mr. Dapparro. Well then, just one further question: Is another 
alternative to the suggestion that you are making simply the elimina- 
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tion of section 805 and then to have the NASA set up its own rules 
and regulations in the same maner as the Department of Defense 
and in that maner you will have all of the elasticity you need and you 
can cut the cloth to fit the pattern, as you put it? Isn’t that another 
alternative ? 

Mr. Jounson. There is no question, I think, that we could do busi- 
ness on that basis. I think it is useful here to have a clear-cut legis- 
jative expression of the kind of discretion you intend to vest in an 
agency © the executive branch of the Government. I also think there 
are some things here we would want to have by law anyway to take 
care of the problems already presented by the present section 305. 
You would have to have a savings provision, in effect, I think. 

But we could certainly do business on the basis of no legislation at 
all. The Department of Defense is doing it. 

Mr. Dappario. The reason I ask that, Mr. Johnson, is that going 
through ant statement, actually what you are trying to do is not 

ave a standard, such as you have just stated, but really the 
opportunity to meet the standards of the situation as it comes up and 
asit may affect your agency in relationship to whatever work you have 
with corresponding agencies, and therefore it is really not a fixed 
standard but one that gives you all of the elasticity that you need. It 
would seem to me if that is the situation, your best recommendation is 
to eliminate 305, altogether, and to set up some administrative pro- 
cedures in order to achieve this end. 

Mr. Jounson. If that were the judgment of the Congress, we could 
operate very well under it. 

Mr. Dapparto. Would that be—— 

Mr. Jounson. We feel 

Mr. Dappario. I am sorry. 

Mr. Jonnson. I was just going to say that the Congress, after 
rather prolonged hearings on this same type of question a number 
of years ago in connection with the National Science Foundation Act, 
felt that a clear-cut legislative determination that this responsibility 
rested upon the agency was preferable to simply a statutory vacuum. 
But I would certainly concede that in practice, so far as NASA is con- 
cerned, it would end up being just about the same kind of thing. 

Mr. Dapparto, Well, when we get into the statutory vacuums, if 
infact we can accomplish something without creating extra statutes, 
if we can get rid of some of the books and if it can accomplish the 


/ same end, this would seem to me to be a preferable alternative. Would 


you agree ? 

Mr. Jounson. I don’t see it as a preferable alternative, but I cer- 
tainly see it as a satisfactory one. 

Mr. Mircnety. Would the gentleman yield? Some of us in the 
Congress feel we have delegated too much authority to some of the 
executive branches without adequate legislation, and that is something 


that is quite interesting that you brought up, Mr. Daddario. 
Mr. King? 


Mr, Kine. Mr. Johnson, section 305(a) of your proposed amend- 
ment starts out, “Each contract or other arrangement entered into by 
the Administration,” and so on “shall contain provisions prescribed by 
the Administrator governing the disposition of the rights to inven- 
tions conceived,” and soon. That subsection (a) appears to be broad, 
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of maximum breadth, giving to the Administrator maximum ay. 
thority to write his own ticket. 

Now, in subsection (b) it says in part “the Administrator, or his 
designee, may, whenever the contract provides for vesting of title to 
an invention in the United States waive the rights of the United 
States.” 

It seems to me that subsection (b) is redundant in view of the 
tremendous breadth given to subsection (a). Under subsection (a 
he can write his own ticket. Why do you need it spelled out in sub. 
section (b) that he may include a waiver provision where he so de. 
sires; haven’t you done everything you could possibly do under sub. 
section (a) ¢ 

Mr. Jounson. Mr. King, I think it is at least arguable as a matter 
of law that we could. The reason I say that is this: Certainly under 
subsection (a) we could write a contract that called for the vesting 
of title to an invention in the Government or a contract which merely 
gave the Government a royalty-free license in the invention. It may 
very well be at the time one enters into the contract that it. would 
appear that the subject matter of the contract would probably lead 
to certain kinds of inventions as to which we ought to take title, 

I think it is at least arguable that if title then, by virtue of the 
contract, does vest in the Government, we might not have the authority 
by administrative action to divest the Government of that title after 
the necessary administrative determinations had been made to vest 
title in the Government. 

It might also be that we would want some period of time after this 
in which to consider the matter. in this case we felt since the av- 
thority to waive title had been written into the present law, it would 
be the safer thing to confer this specifically by statute. 

Mr. Krve. In other words, giving away property belonging to the 
Government is a rather serious business, any administrator would be 
somewhat hesitant or reluctant to do that, in absence of rather definite 
authority ? 

Mr. Jonson. Yes, sir. 

Mr. Kine. So rather than relying on the vague language of sub- 
section (a), you would want to rely on some specific seathontey of sub- 
section (b) ? 

Mr. Jounson. Surely. Now, of course, if we only got subsection 
(a) and the legislative history was completely clear on this point, we 

robably would go ahead and rely on it, but we would think it would 

e better legislation if we were specific on this. We have only fol- 
lowed the present section 305 in this respect. 

Mr. Kine. Fine. Now, Mr. Johnson, could you state again—and 
you have already touched on this two or three times, but state again 
just what type of invention the patent to which NASA would chooe 
to reserve to itself under this proposed law, and which type it woull 
be perfectly willing to allow the patent to vest in the inventor, reser’: 
ing a royalty-free license ? 

Mr. Jornson. I think it would be easier here to speculate a bit—i 
is only speculation—on the types where we would choose to reserve 
title. First of all, so long as the Atomic Energy Act stays as itis 
we would without question follow the procedures of the Atomit 
Energy Act and reserve title when inventions fall in that. particula 
field of technology. 
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Mr. Kine. You mean atomic energy field ? 

Mr. Jonnson. Yes, sir. 

Mr. Kine. When you say “that field,” you don’t just mean any field 
dealing with national defense ? 

Mr. Jonnson. No, sir. 

Mr. Kine. Or that over which the Government has a quasi- 
monopoly 

Mr. Jounson. No, sir. 

Mr. Kine. You don’t mean that. You mean actual atomic energy 
field ¢ 

Mr. Jonnson. I mean, specifically, in statutory terms, “any inven- 
tion or discovery, useful in the production or utilization of special 
nuclear material or atomic energy.” 

I think that is probably the clearest case. 

Mr. Kine. You take it from that that you do enter into that field— 
which comes as a little surprise to me. 

Mr. Jounson. Yes,sir. Would you like a little explanation of that ? 

Mr. Kine. Yes, sir. 

Mr. Jounson. Mr. O’Brien? 


STATEMENT OF GERALD O’BRIEN, ASSISTANT GENERAL COUNSEL 
FOR PATENT MATTERS 


Mr. O’Brien. We have two areas of involvement. In one instance 
we might place an order, and we have placed such an order, upon the 
Atomic Energy Commission to do research work for NASA in a par- 
ticular field. This of course requires the Atomic Energy Commission 
to use the NASA patent clauses. The patent practices which the 
Atomic Energy Commission has adopted requires also that the Atomic 
Energy Commission use its own patent requirements and clauses in 
all its contracts. 

In this instance a contractor doing business with the Atomic Energy 
Commission as a result of an order placed by NASA would find him- 
self in this position: The Atomic Energy Commission would take 
title to those inventions which fall within a particular field of utility, 
that is, wherein the invention is useful in the production or utilization 
of special nuclear material. If he made a decision that the invention 
did not fall within this field of technology, then he, the Commissioner, 
or the contracting officer for the Atomic Energy Commission, would 
be required to refer that invention to the National Aeronautics and 
Space Administration, in order that the Administrator may discharge 
his responsibilities under subsection 305-a to make another determi- 
nation to determine the relationship of the invention to the em- 
ployment duties of the inventor, to determine whether the invention 
is the exclusive property of the United States. 

So, here this contractor is not even in as favorable a position as 
he would be if he were dealing with only one agency. But having 
dealt with two of them he is subject to the patent provisions of both 
the National Aeronautics and Space Act and Atomic Energy Act. 
This leads to administrative difficulties and leads to some contracting 
difficulties. These, of course, are being worked out. We have this 
identical situation in our Project Rover. 
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In other instances NASA may contract for work in fields of tech- 
nology involving atomic energy—where the inventions which may re- 
sult might fall within the field of technology covered by the Atomic 
Energy Act. In this instance we at NASA would again refer the 
matter to the Atomic Energy Commission for the initial determina- 
tion and then after their determination we again would have to make 
an administrative determination as to the relation of the invention 
to employment duties of the particular inventor-employee of the con- 
tractor. So this is a complicated contractual situation and also is 
administratively complex. 

Mr. Kring. What you are saying is that where the activities of 
NASA and the activities of the Atomic Energy Commission—where 
they overlap or come together or cover the same ground, then you 
would administer, administratively speaking you would administer 
this law in such a way as to reach uniformity with the Atomic Energy 
Commission ? 

Mr. O’Brien. We would be on all fours. 

Mr. Kine. Now, Mr. Johnson, you were in the process of answerin 
my first question which is, In what areas would NASA retain title | 
in what areas would it not retain title? You started out by saying 
that it would retain title where to do so was necessary to be con- 
sistent with the Atomic Energy Act. I believe that was correct, 

Now, I think there was more to the answer than that. So per- 
haps you would like to— 

Mr. Jounson. I think you do have a complete statement now on 
that particular aspect of the thing. 

Mr. Kina. Yes. 

Mr. Jounson. I simply wanted to get that out of the way first 
because it was the clearest case. 

Going beyond that we get into some very difficult matters of judg- 
ment. Incidentally, I should say there are some other agencies where 
an apparently well-established Government practice is in effect of 
taking title to contractors’ inventions. And if we were to get intoa 
similar relationship with them, as Mr. O’Brien has debel with 
the AEC, I think we would achieve substantially the same result. 
But now aside from these problems of uniformity with agencies that 
acquire title, an example, I think—this is a very general description— 
might be this: We might have a situation where in the research 

hases of a particular development quite a number of industries had 

en going along in a parallel line. We might have sponsored re- 
search contracts or research studies in a number of areas because these 
companies, let us say, had developed a good deal of competence in a 
field by their commercial work and therefore they had all invested a 
good deal of effort in bringing the research phase along to a certain 
point. But it now becomes feasible for NASA to award a contract 
to only one of these companies to carry development to the prototype 
stage, where inventions are more likely to take place. 

I think we would want to examine each one of these carefully ; but 
I think one can see in that situation strong equitable reasons for 
taking title by the Government. rather than leaving title to the inven- 
tion in the particular company that happened to be selected, thus 
giving it the right to charge royalties to everybody else who had 
contributed up to a certain point. I am only generalizing. You 
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would have to examine each one of these things carefully. But there 
js a potential situation where it would be in the Government's inter- 


¢ est to acquire title and then make it available to the rest of the indus- 
. try on a nonexclusive basis. 

~ Another situation I think would be where you have a field of tech- 
“ nology—and here I do not like to speak of space as a whole, because 
“ as we pointed out before it has so many different technological aspects 


to it. But if you have a completely new field of technology in the 
space business which has no significant commercial or private history 
behind it whatsoever—in this case quite analogous to atomic energy. 
f I might just mention the sort of fantastic things, fantastic to us 
lawyers, such as gravity neutralizers and things of that kind—some- 


» thing which seems to be a completely new technology and one where 
. there seems to be no prospect for anything but governmental activity 


for the foreseeable future, thus making it quite analogous to the atomic 
y energy field. There it would seem quite justifiable for the Govern- 
ment to take title. At least, let us say, until such time as the situation 


changes and it sppente that there might be some broader commercial 
‘ applications. This gets to be highly speculative, but I am not pre- 
pared to say that under this kind of a bill that we are asking for that 
. all we would ever take is a license; not at all. 


Mr. Kine. Congressman Fulton from time to time has talked about 
the key to space, that we do not like to give the key to space to some 
private company that may, perhaps, use the key unwisely and thus 
stop the onward march of progress, and so on. Now is there some of 


os that philosophy in what we are saying, that those very critical inven- 
tions that seem to be sort of at the crossroads that govern or domi- 
nate whole areas, that it would be against public policy to place such 
* extremely critical inventions in the Saale of private companies, even 
though the Government does reserve a royalty-free license for itself? 
a Isthat what you are suggesting ? 
of Mr. Jounson. No, sir, not at all, for this reason : Acquisition of title 
. by the Government does not accomplish that result. Typically, acqui- 
‘h sition of title to an invention by the Government simply means it is in 
It the public domain. The Government has not been in the business of 
t exclusively licensing individuals for the use of a Government patent. 
. It has not been in the business of running around the country policing 
a the possible infringement of the Government patent. In effect it has 
, d been a dedication to the public. 
. So the thing that Government title acquires is simply to exclude the 
wel company or the individual responsible for the invention from gaining 
rs any personal benefit at the expense of the rest of the industrial com- 


munity and the public at large. The question you asked seems to me 
“1 to be one which relates primarily to the security interests of the coun- 

try, I think, if it is a serious one, that it requires measures far different 

from patent provisions in an act. I do not think this is the way to 

Pe deal with that kind of a question at all. 

_ The reason I did say what I did, though, was this: If you are pick- 


but ing out an entirely new field of technology—if one can imagine such a 

; thing—and you are only going to have, say, a very limited, confined 
a effort by a few companies in this field for many years to come, not 


ee knowing what potentialities may be in the thing, then you are possibly 
; putting a few companies into a very advantageous position, vis-a-vis 


) 
a 
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all the rest of industry, and the consuming public, if it should turn 
out to have some commercial applications. 

This would be distinguishable from the case where we already have 
companies deeply involved in the technology and they simply happen 
to make an invention while they are performing a Government 
contract. 

But here it is like the atomic energy field, and I think that one of 
the strong motivations for the patent provisions in that field was the 
fact that a relatively small number of contractors were engaged in 
an enterprise that was monopolized by the Government. And if the 
were permitted to obtain patent rights during a long period of devel- 
opment of nuclear energy for Government uses which would then 
- them in a preferred position for possible commercial uses, it would 

inequitable to the rest of the industry. 

Mr. Kine. It seems to me that what you are saying is that the Ad- 
ministrator under the provisions of the proposed act is given a tre- 
mendous amount of power. Just a nod of his head in the right diree- 
tion will result in the earning of millions or tens of millions, maybe 
hundreds of millions of dollars in profits from a patent, whereas the 
nod of the head in the other direction cuts all of that off. That puts 
the Administrator in an extremely awkward position, it seems to 
me, not one that he would want to be in, I am sure. I am wondering 
would it help him if there were some statutory standards laid down 
to guide him, to get him a little bit off the spot in this extremely 
delicate position that you have described in your testimony ¢ 

Mr. Jonnson. Mr. King, I would like to say first mf all that it 
gives him no greater ultimate legal authority than he has now under 
section 305. Section 305 at the present time gives him unrestricted 
authority to waive any of these inventions when he deems it to be 
in the public interest. 

Mr. Kine. But one which he has been extremely reluctant to exercise 
for the reasons you have given; but under this he would not be ex- 
pected to be so reluctant in exercising it ? | 

Mr. Jouwson. I think he would be just as conscientious in exercising 
it with respect to the particular problems that I raised before as he 
isnow. He simply would not have to be as administratively concerned 
about a lot of things of lesser importance. But if the Congress is 
able to prescribe helpful statutory standards in a field as difficult as 
this, this would be fine, obviously. 

Mr. Kine. Would you recommend that ? 

Mr. Jounson. I would not recommend it because I think it is some- 
thing which requires so much consideration on the basis of being close 
to the technology involved, that I think it is better to hold the head 
of an agency responsible for it. Require, as is always the case, that 
we come before you and report how we have carried out this public 
trust, and then let the Congress take whatever corrective action it 
thinks necessary. 

Mr. Kine. But you have given him no standards at all except just 
the broad sapidend: of whatever is for the best interest of the country 
= ——s. defense and that sort of thing, which is no standard at 
all, really. 

Mr. J dunce. I think it is a standard which certainly precludes giv- 
ing the nod of a head to the right or the left. I think it requires that 


Co 
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he very conscientiously explore the national interest and take respon- 
ible actions which he is willing to defend before the public and before 
the Congress. This is considerably different than a mere arbitrary 
Now, it is true that there is not a legislative standard laid down, but 
there is not a legislative standard laid down in the present law, either. 
There is an administrative problem created, but not a legislative 
standard laid down. 
Mr. Kine. Let me pursue one other matter, if I may, Mr. Johnson. 
The philosophy of our patent statutes, as I understand it, is to give 
mcouragement to inventors and industries who spend their money and 
time and effort, take risks and long gambles in order to come up with 
ingenious ideas that will produce wealth and in compensation for that, 
of course, the inventor is entitled to his 17-year patent which gives him 
the right to preclude anyone else from manufacturing, using, or selling 
that particular invention. It is therefore argued that where the 
Government takes title to patents that you are really thwarting the 
basic purpose of the patent law, which is to stimulate private industry 
and agg initiative to go ahead and make inventions that become 
table. 
Now, let us assume that all of that is true and that we enact this pro- 
legislation which will have the result of putting more of these 
tents back in the hands of those who came up with the invention in 
the first place and let us assume that that is consistent with the purpose 
of our patent statutes, which is to encour invention. 
Now I am still left with this problem: This is a little different situ- 
ation from your typical situation in which the private individual does 
all of his experimenting on his own time and with his own money. 
Here is a situation in which he is paid by the Government to do his 
experimenting, to spend all of his money, and he is being paid to spend 
the money, it doesn’t cost him anything. Yet he comes up with a 
om in exactly the same situation that this other individual over 
re, who has done all of this on his own time and with his own money. 
It seems to me that that creates a little inequity. So I raise this 
question : Can we not take the position that even though this inventor 
isentitled to the patent pursuant to the standards that you have set 
out in this proposed le islation, that nevertheless the Government still 
has some interest in that over and above a royalty-free license? In 
other words, could we not take the position, logically and consistently 
with the philosophy of this thing, that the Government would be 
entitled to share on some equitable basis, to share in the royalties that 
this particular patentee will receive in the utilization or exploitation 
of his patented invention? In other words, could not the contract 


‘that we enter into with this contractee provide that he gets the patent 


but the Government will retain a certain percentage of the royalties 
that he will receive as a result of the patent ? 

Now, would that be consistent with sound procedure ? 

Mr. Jounson. I think from our point of view, if such a law were 
made uniformly applicable all across the Government, we would have 
no objection to it. We would not like to see such a provision enacted 
for NASA alone, in lieu of the present section 305, and continue the 
honuniformity of legislation we presently have. I think it is a ques- 
tion of Judgment which I know the Congress is looking into because 
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there are pending before the Congress some bills to that effect. I ean 
see, some real problems of contract negotiation, determining what ap 
equitable proportion of the royalties may be. Whether the possible 
return to the Government in dollars and cents is worth the adminis. 
trative problems I think is something the Congress would want to look 
into very carefully. 

Mr. Kine. Am I not correct that Great Britain has followed that 
pattern at least to some extent ? 

Mr. O’Brien. There is a practice in the United Kingdom, I think 
to receive some share or some return from end product design. I do 
not think that the United Kingdom operates solely on the basis of 
licensing inventions which result from Government sponsored re. 
search. But when they come up with end product which has beep 
developed under United Kingdom Government sponsorship, then that 
design, that whole design disclosure and all the technical data going 
therewith would be subject to commercial exploitation with some re. 
turn to the Government. 

I think that the difficulty, when one speaks of an individual patent 
on an invention, the difficulty that we find ourselves in, in the typical 
case, is that patents are on improvements, predominantly, and when 
another patented invention is added to the total portfolio and subject 
to license, it is hard to determine just how much revenue is attributa- 
able to this latest improvement. That is the difficulty, as I see it, 
Mr. King. 

Mr. Kine. But not an insurmountable one. 

Mr. O’Brien. Of course not. 

Mr. Jounson. I think I would like to comment further, if I may, 
on what you said. 

I think we should bear in mind that the Government does not con- 
tract for inventions as such. It contracts for a useful piece of re- 
search and development work, it contracts for a product, a service 
of one kind or another. It does not simply go to the contractor and 
say, “Now, we want you to invent a patentable new article for us.” 
Whether the Government does or does not acquire title to the inven- 
tion, the Government still gets what it contracted for. 

The question here is: What should be the division, if any, in the 
unlooked-for increment, the patentable invention? Even though one 
can under certain circumstances clearly contemplate that inventions 
are probable. 

The invention, I think, as Mr. O’Brien has pointed out, cannot be 
totally attributable to this particular contract, either. Of course if 
one went out and in effect assembled a new organization just for the 
purpose of performing a single research and development contract 
and inventions were produced, then it would be quite clear. But im 
the typical case, we have large aggregations of research personnel put 
together by industry, by the universities, by nonprofit institutions in 
some cases, and we get what we contract for, and then, in addition, 4 
patentable invention is produced which may simply be the culmina- 
tion of a research and development effort that has been going on for 
years and years in that organization. 

So, allocation of benefit in terms of contribution gets to be a rather 
complicated thing. 
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I was going to say there is another thing which we have not touched 
on this morning which I think might be mentioned in this connection. 
It was the reason I was not prepared to say that we would simply 
follow the policies of the Department of Defense in acquiring only 
groyalty-free license. 

I think that when inventions are produced under contracts financed 
by the Government, the Government simply cannot avoid all responsi- 
bility for how those patents are used or not used. I think one of the 
main motivations in the past in wishing to give title to the Govern- 
ment in some of these areas is the fear of patent suppression by a 
company Which will gain a preferred patent position as the result of 
Government-sponsored research and development and then not use it 
for its own or anybody else’s benefit. 

We in NASA have broken some ground we think in our patent 
waiver regulations in providing that the waiver in most cases, with 
some exceptions listed in the regulations, shall be voidable within a 
certain period of years unless the party to whom the title is waived 
either works the invention, itself, or makes the invention available to 
others on a reasonable royalty basis. And we think that this is an 
area Where the Government can be responsible in being sure that. the 
of the patent system are actually realized by the American 

ublic. 

E Mr. Kina. That isall I have, Mr. Chairman. 

Mr. Mr. Yeager 

Mr. Yeacer. Mr. Johnson, would the current proposal as it is here, 
if it were enacted, be likely to result in drastic changes in your current 
waiver regulations? Would you have to make many changes in them ¢ 

Mr. Jounson. I am inclined to think what the waiver regulations 
themselves would not change so much, but the instances to which 
they would be applied would be greatly cut down. 

Mr. Yracer. In regard to this waiver, I have two impressions about 
the existing law and its interpretation, and one is that so far NASA 
has been pretty liberal in its interpretation .of the statute. And 
secondly, that the statute as written, is nonetheless capable of more 
rigid interpretation. Would you say generally that this is true? 

r, JoHnson. I hope you will not think I am captious when I am 
4 little cautious about the word “liberal.” I think we have inter- 
preted it in a way that makes it as workable under the circumstances 
as ga and it could be given a much more narrow interpretation. 

r. YeaGer. Yes. By “liberal” I meant primarily that title was 
not insisted upon as often as it might be. 

Mr. Jounson. Yes. 

Mr. Yeacer. So that it is possible that a future administrator with 
different regulations, more rigid, let us say, might run into more 
problems than you have to date. 

Mr. Jonnson. Yes, sir. 

Mr. Yeager. Since sections C, D, and E of the current act would be 
eliminated under the new proposal—and these are rather complicated 
provisions and you have already testified, I think, that administra- 
tively it would te a help to you—do you see any budgetary savings 


either to NASA or to the Patent Office by eliminating these sections? 
Mr. Jonnson. I think the Patent Office is better able to comment 
that than weare. It has been a considerable administrative burden 
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tous. If by budgetary savings you mean would we be able to reduce 
our —_ staff, I do not think it has gotten to that. On the other 
hand we might have to increase the present staff if the present pro. 
visions remain. Though not precise, that is the best answer I cap 
give. 

Mr. Yeacer. Does the current law provide for disclosure of infor. 
mation ? 

Mr. Jounson. Subsection (b) reads: 

Each contract entered into by the Administrator with any party for the per. 
formance of any work shall contain effective provisions under which such pa 
shall furnish promptly to the Administrator a written report containing fy] 
and complete technical information concerning any invention, discovery, in. 
— or innovation which may be made in the performance of any such 
WOrk. 

Mr. Yeacer. Why would that not be a good idea to retain ? 

_Mr. Jounson. It would not cause us any difficulty if such a pro- 
vision were retained. It is not necessary, Mr. Yeager. I think that 
the injunction that would be placed upon us under our proposed bill 
to develop contractual provisions calculated to protect the public in- 
terest would result in the same thing, because we interpret subsection 
305(b) as referring only to the information that is necessary to enable 
us to police these patent provisions of the law and make the necessary 
determinations and not to require the disclosure of other information 
that is essentially irrelevant to the patent problem. 

Mr. Yracer. You would handle that at the contractual stage? 

Mr. Jounson. Yes, sir. 

Mr. Yeacer. One other question. On the new proposal under (b) 
you provide for waiver in cases where the contract has provided for 
vesting of title of the invention to the United States. You require 
that a license be secured, in that instance, where there is waiver. at 
about all the other contracts where there is no title involved? Wouldit 
be the policy of NASA, generally, to secure a license to use any in- 
ventions which arose out of that contract ? 

Mr. Jonnson. Do you mean to use for the benefit of foreign gov- 
ernments or do you mean to use just generally ? 

Mr. Yxacer. Just generally. 

Mr. Jounson. Oh, yes; we would acquire at a minimum an irrev- 
ocable, nontransferable, nonexclusive royalty-free license to use the 
invention on behalf of the United States, and this would extend to 
any contractors on behalf of the United States. 

Mr. Yeracer. In the waiver provision here you say: Subject to 
reservation for the license “for practice of such invention throughout 
the world by or on behalf of the United States or any foreign govern- 
ment.” What I am curious about is the conjunction between “through- 
out the world” and “any foreign government.” For example, would 
any foreign government which secured a right to use this under 
treaty arrangement be licensed to use it only in its own country or 
would it be able to use it throughout the world? What would be your 
interpretation of that? 

Mr. Jounson. I am not prepared to answer that question, Mr. 
Yeager. This of course is not a new provision. We are not responsi 
ble for this provision; it comes precisely out of the present law, So 
we have simply preserved the Peon statutory language in this re 
spect. I think it probably would be restricted to his own territory. If 
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ou wish a precise answer I think we would want to consult with the 
Department of State on that. 

Mr. Yeacer. That is all, Mr. Chairman. 

Mr. Judge Chenoweth ? 

Mr. CHENOWETH. Mr. Johnson, I want to refer briefly to the line 
of questioning Mr. King was using; that is, the responsibility of the 
Administrator. I believe you stated that up until now the discretion 
which he enjoys under the present law has not caused him any serious 
problem or difficulty—is that correct /—in the waivers that he has 
made under the present law. 

Mr. Jomnson. Yes, sir. 

Mr. Cuenowertu. In these 10 cases, how many of these have been 
waived? How many have we taken title to? 

Mr. O’Brien. We have a request for waiver in two instances which 
have not yet been processed, Mr. Chenoweth. 

Mr. Cupnowreru. How many have been processed ? 

Mr. O’Brien. We have processed a number of inventions which 
were previously reported or previously made under a contract with 
the Department of the Air Force and NASA assumed responsibility 
in this area of technology and this contract was converted into a 
NASA contract. In this instance these inventions became subjected 
to not only the = provisions in the contract as originally written 
but also to the NASA patent provisions and as to all of those inven- 
tions, 30-some in number, we did grant a waiver. That is the only 
instance to date of the granting of waivers. We have presently 
pending a petition for a waiver. 

Mr. Cuenowertu. I did not get that. 

Mr. O’Brien. Thirty-some, sir. 

Mr. CuenowetH. Applications? 

Mr. O’Brien. Thirty-two applications. 

Mr. Cuenoweru. You granted a waiver in one? 

Mr. O’Brien. Granted a waiver in all of those. 

Mr. CuEenowetu. In all of them ? 

Mr. O’Brien. Yes. 

Mr. Cuenowetu. In view of that, Mr. Johnson, I do not see you 
have any great problem here; the Administrator is already resolving 
these problems in a pretty satisfactory manner. 

Mr. Jounson. That was, as Mr. O’Brien described it, a very un- 
usual case. The reason it was done in a block that way was because 
of the preexisting contractual history with one of the eo services 
where the contractual provisions were clearly at variance with our 
statute and we were obviously concerned about the equitable problem 
of taking over something in midstream. So it is not a good example 
of what is likely to come. 

_ Now, I must get back to my previous statement that the admin- 
istrative problem for the Administrator in making the determinations 
under section 305 and determining whether waiver shall or shall not 
occur is not our main reason for seeking this legislation, but rather 
to give us broader administrative flexibility in contracting for patent 
neue in the first place. 

_ Mr. Cupnowern. I was coming to that. Apparently you are lay- 
mg great stress on the fact that you are not shia to incorporate in 


your contracts reference to the waiver possibility or ownership of 
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patents, is that correct? What is that difficulty? What is that field 
of difficulty here? You say—you mention the contractual situation 
all the way through in this, you would like to have some discretion, 
What is it you want to do that you cannot do now ? 

Mr. Jounson. We would like to be able to look at a particular con- 
tractor and the work that we expect him to do and to be able to say 
before any work has been done that we will incorporate in the con. 
tract, itself, the kind of patent provision, substantially, that. the 
Department of Defense has with that same contractor on similar 
kinds of work. This does not raise any question of determinations 
on the taking of title afterwards, but an assure the contractor that 
in the performance of that particular contract he would be able to 
retain title, giving the Government a royalty-free license. A royalty. 
free license is just as good from at least the narrow standpoint of 
the space program and the expenditure of Government money in the 
space program as title is, because it would run not only to the Goy- 
ernment, of course, but to all of our Government contractors that 
would have any occasion to use that patented invention. 

Mr. Cuenowetu. The Administrator can do that now, can he not; 
but you cannot write it into the contract ? 

r. Jounson. That is exactly the point. The Administrator, we 
feel, is precluded by the present tenor of the act from entering into 
that kind of a contract, but rather has to include these very elaborate 
contractual provisions. 

Incidentally, I think this is probably the longest Government con- 
tract clause that has ever been developed in the history of the U.S, 
Government. We think it is a good clause, but a very long and com- 
plicated one. We feel, as a minimum we have to insert that kind of 
a clause in the contract, leaving for administrative determination after 
the fact the disposition of the inventions, rather than negotiating 
their disposition at the time the contract is entered into. 

Mr. Cuenowetnu. I think you have made your position very clear, 
It is really a contractual problem involved here. 

Mr. Jonson. Yes, sir. 

Mr. Cuenowetu. Do you feel, Mr. Johnson, that the Government 
should ever take title to these patents? You made some reference a 
moment ago to the fact that the Government ownership wasn’t per- 
haps as desirable as we might be led to believe. 

hat is your thinking on ownership of these patents? Do you 
think there is any case where the Government would benefit by the 
ownership, or is it best to follow the policy that Department of De- 
fense has followed and the National or Foundation? I would 
be interested in your thinking, because it looks like that is a very basie 
fundamental problem which is involved in this whole legislation, 

Mr. Jounson. Mr. Congressman, it is, but I have deliberately tried 
to avoid expressing opinions on the ultimate question because I think, 
as I stated before this committee in August, we have a more proximate 
problem here—one of introducing equity into our contracting rela- 
tionships. I think that is the first problem. We can settle that even 
while we are still debating the ultimate problem. This other problem 
has been debated, as you know, for years and years, in both the execu- 
tive and legislative branches of Government, and there never has been 
given a final answer by either branch of the Government. The Con- 
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has enacted a number of different laws in all different. directions 
on this thing, and the same thing is true in the executive branch of 
the Government. ; 

We had an Attorney General’s report 12 or 13 years ago which 
recommended that we take title to all inventions produced under Gov- 
ermmment-sponsored research and development work. We have had 
any number of other reports. The Congressional Air Policy Board, 
the President’s Air Policy Commission, the President’s—I have for- 

tten—Government Patent Commission, whatever it was, in the 
middle of the forties; they have come up with all different kinds of 

wers. 

a think if one were to count noses on those reports, the majority of 
them have differed with the Attorney General’s report and have said 
that except in very limited cases it does not serve the public interest 
for title to inventions to be vested in the Government. On the other 
hand, I won't say that it is never in the public interest. I can see 

ood reasons why at least for a certain period of time it has been 
Eeirable to vest title to patents in the atomic energy field in the Gov- 
ernment to prevent a very few companies from getting a preferred 
position during a period of virtual Government monopoly. 

Therefore, I said, also, that if we develop a comparable position 
in some field of space technology, I could see the arguments for it. 

Mr. Cuznowetu. I don’t feel we have reached that stage yet. 

Mr. Jomnson. Well, I haven’t yet seen an invention, I would say, 
that I thought in the space field called for that kind of treatment. So 
far as the Government’s pecuniary interests are concerned, they are 
adequately protected by a royalty-free license. We don’t pay a single 
cent more to any contractor by virtue of leaving title with him than 
we would if we acquired title ourselves, so long as we have the royalty- 
free license that runs to all governmental uses of it, and this is what 
we would require always as an absolute minimum. 

I think the other questions of possible suppression of inventions to 
the detriment of the public interest can be taken care of by provisions 
of the kind I described to Mr. King a while before. I don’t think that 
vesting title in the Government is necessary to achieve that end. 

There are some times when the antitrust considerations, of course, 
seem to militate quite strongly against leaving inventions with private 
companies. But I think that we have that matter presumably taken 
care of by the proper enforcement of the antitrust laws. To impose a 
wiférm rule of Government contracting for that purpose that applies 
to everyone, regardless of how he may be involved in a potentially 
monopolistic position, I think is going too far. 

Mr. Cuenowertn. We are embarking upon a new, expansive pro- 
gram here, where the Government is going to spend billions of dollars. 
I think we have a very fundamental question here—just what the 
rights of the Government are that should be protected. I think you 
can find pretty substantial opinion that certainly we ought to do what 
we can to see that the Government’s rights are fully protected, if we 
are spending that amount of money, and also see, of course, that the 
individual rights are fully protected. You say it is not an easy ques- 
tion to resolve. ’ 

_ Mr. Jounson. These are the two sides of the coin that we tried to 
introduce here in this statutory standard in a manner calculated to 
protect the public interest and the equities of the contractor. 
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Mr. CuenowetH. You have related that the Department of De- 
fense policies as being desirable, and * 06e would like to follow them. 
Of course, those are not statutory, and you recognize, I am sure, that 
those could be changed overnight ¢ 

Mr. Jonnson. Certainly. 

Mr. Cuenowetu. Now, you wouldn’t want Congress to be put in the 
position of having to pass a new bill every time someone in the De. 
partment of Defense changed his mind about what the procedure was 
going to be over there, do you? 

Mr. Jounson. No, sir. And while this may be a hackneyed p 
T am glad you asked that question, because that is exactly what this 
bill we are proposing would avoid. This creates sufficient flexibility 
so that the Administrator of NASA could follow any clearcut ex. 
pression by the Congress at any time as to what it deemed to be in the 

ublic interest, or in the absence of that, a clearcut across-the-board 
etermination by the executive branch of the Government. So it would 
not require further change, if that were done. 

Mr. Cuenowetu. If he doesn’t use the waiver, the title is now vested 
in the Government ? 

Mr. Jounson That is correct. 

Mr. Cuenowernu. You would prefer to follow the Defense policy, 
letting the owner take the patent and let the Government enjoy the 
free use of it / 

Mr. Jounson. In most cases we would also add suitable restrictions 
to protect the public interest of the kind I mentioned to Mr. King. 

Mr. Cuenowetu. How long has this Department of Defense policy 
been in effect? Was it changed at any time? Has it always been uni- 
form and consistent ¢ 
* Mr. Jounson. Well, you get back into the history of World War II 

ere. 

Mr. Cuenowetu. In other words, this policy wasn’t adopted at the 
time that the space inventions came along 

Mr. JouHnson. No, it has been essentially the same. The contracti 
provisions have been revised from time to time, but on this ove 
question it has been essentially the same since 1942. 

Mr. CuenowernH. Moreover, the Department of Defense has not rec- 
ognized any peculiar problems. So far as the space program is con- 
cerned, they have just been following the same policy they have all 
through the years? 

Mr. Jounson. So far as I know, they have made no distinction be- 
tween space and any other branch they are interested in. 

Mr. Cuenowetu. Here we are dealing exclusively with the space 
field; it is a new industry, in its infancy; no one can conceive what it 
is going to be. I think we have very substantial and peculiar problems 
oe here that perhaps the Department of Defense has not con- 
sidered. 

Mr. Jounson. I must point out that not only NASA but the Depart- 
ment of Defense is interested in space. 

Mr. Curenowetu. Do I understand that the Department of Defense 
does not take title where an invention does not have particular mili- 
tary weapons application ? 

Mr. Jounson. No, sir-—— 
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Mr. O’Brien. I think if you had statistics available from the De- 
ment of Defense I think you would find that in those instances 
where the invention has particular use as a military weapon, that the 
Department of Defense does take title, and I think that the Depart- 
ment of Defense takes title more often than it takes merely a license. 
Mr. CuenowetH. That would be an argument against this legisla- 
tion, then, wouldn’t it ? 

Mr. O’Brien. No, I think this is due to the fact that the invention is 
yseful predominantly or particularly by or for the Government and 
the acquisition of title is of no benefit, of no interest to the contractor, 
hecause the Government has its free license and the invention has no 
commercial value. Therefore, the contractors usually elect not to take 
title in those instances. 

Mr. Cuenoweru. I understand we will have the Department of De- 
fense here ? 

Mr. O’Brien. Yes. 

Mr. Jounson. In comparable situations I have no doubt that title 
would be vested in the Government in NASA contracts, too, if there 
were no interest. 

Mr. Cuenowetu. Thank you very much. Very interesting. 

That is all, Mr. Chairman. 

Mr. Mr. Carstarphen. 

Mr. CarsrarPHEeN. Thank you, Mr. Chairman. 

Mr. Johnson, you referred to the fact that the language of your 
proposal is substantially the same as the National Science Founda- 
tion Act, section 12. I notice that in the Foundation statute it speaks 
of the dispositions being made in a manner calculated to protect. public 
interest, and then it goes on to speak of the equities of the individual 
or organization, whereas in your proposed amendment you speak of 
dispositions calculated to protect the public interest and the equities 
of the contractor. My question is directed to the problem of the 
special employee; that is, the inventing employee, if you will, who is 
employed under a special contract with the contractor. Do you think 
that your language is sufficiently broad to protect that individual ? 

Mr. JoHNsoN. Tatbuld say, first of all, that I deem the language that 
we have suggested to be the legal equivalent of the language used in 
the National Science Foundation Act. I don’t think that that lan- 
guage, either, embraces the individual specifically that is employed b 
the contractor because it says “The individual or organization wit 
which the contract, or other vine ys is executed.” Now, we 
have at the beginning of our proposal said “Each contract or other 
aurrangement”—we have picked up that kind of language. 

I think that we would have to say here that we cannot go too deeply 
into the arrangements that are made between a contractor and some- 
body else that he hires, whether by an employment contract or some 
other kind of an arrangement. We are not in privity with that in- 
dividual, and he has to take care of his interests in connection with his 
relations with his employer. 

Mr. CarsTARPHEN. Tn other words, then, it is up to the contractor 


to deal with his own individual employees? 


Mr. Jonnson. Yes, and I believe this is the precise intent also of the 
National Science Foundation Act. 
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Mr. CarsTarPHEN. Although they also use the words “individual op 
organization” ? 

r. Jounson. Yes, sir, but I believe it there means an individual 
contracting with the Government, and in that case the term “cop. 
— would include an individual as well as a corporation in oyp 

ill. 

Mr. CarsrarPHEN. Now, the Inventions and Contributions Board 
performs functions other than those referred to in our present section 
305. However, its creation is established in 305, and under your 
amendment you do not refer to the Board. 

Mr. Jounson. That is correct. 

Mr. CarstarPHEN. Is it proposed that this be amended further to 
save the identity of the Inventions and Contributions Board ? 

Mr. Jounson. Yes, sir. As you know, this is only one item of our 
legislative program. In response to the committee’s request that we 
be prepared at this time to talk about this part of our program, we 
were able to obtain advance clearance of this one single item from the 
Bureau of the Budget. 

Mr. CarsTaRrPHEN. We appreciate that. 

Mr. Jounson. The rest of our legislative program will inelude 
other amendments to the National Aeronautics and Space Act of 
1958, and this matter can easily be taken care of by a very brief amend- 
maent to section 306. 

Mr. CarsrarPHEN. That leads me to my question, then, Mr. John- 
son: Under 305, the Board performs certain functions that are to 
be of assistance and service to the Administrator in helping him to 
arrive at a decision with regard to waivers; is my interpretation 
correct ? 

Mr. Jonnson. Yes, sir. 

Mr. CarsTarPHEN. However, the language as presently drafted 
speaks only of the Administrator’s function in that regard. Is it 
ita none that the Board’s function would be similar to that as 
presently established in section 305? 

Mr. Jounson. Subsection (b) of our proposal speaks of the Admin- 
istrator, or his designee, Mr. Carstarphen. That phrase “or his 
designee” would be broad enough to include an individual or a board, 
As you know, the composition of the Inventions and Contributions 
Board is left to the sole discretion of the Administrator under the 
present act. Whether the Administrator would deem it best to rely 
upon that Board for advice in the waiver process or whether he might 
deem it desirable to turn to other officials or another form of admin- 
istrative arrangement I think could best be left to his discretion. 
As you know, in the present act we have two very disparate functions 
confided to the Inventions and Contributions Board: One of acting 
upon petition for waiver of the Government’s rights to inventions, 
and the other one of recommending awards. These don’t have to be 
combined in the same Board. They are quite different. They could 
very well call upon different talents in the organization. But on the 
other hand, if this appears to be the best way of getting advice for the 
Administrator—and it is only an advisory board in the waiver field— 
the language we propose is broad enough to take care of it. 

Mr. CarsrarPHEN. One final question, Mr. Johnson. Would you 
mind giving the committee what you think might be the ramifications 


a Bs 


_f S82... Sassen 


to 


1, We 
1 the 


‘ude 
t of 
end- 


ohn- 
re to 
m to 
ation 


afted 
Is it 
at as 


lmin- 
r his 
oard, 
tions 
r the 
) rely 
night 
Lmin- 
etion. 
tions 
cting 
tions, 
to be 
could 
mn the 
or the 
ield— 


d you 
ations 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 93 


of section (c)? We speak about rights that have been previously 
quired under a contracts, if you will, which may be 
gived. In the latter part of the section I think it speaks of amend- 
nent to present outstanding contracts which may be amended to allow 
ihe waiver, provided we do not disturb an invention which has become 
ihe exclusive property of the Government. 

Insubstance, have I stated that correctly ? 

Mr. Jounson. Yes, sir. What this stata here in the first 
gntence is that the Administrator clearly be given the authority with 
rspect to the contracts entered into before the date of enactment of 
mr proposed bill, should it be enacted; to clearly give him authority 
waive rights to any inventions that he might be empowered by the 
rms of such contracts under existing law to acquire ownership of. 
We feel that is necessary because if this were enacted all of section 
5, as it now stands, would be repealed, including the power of the 
\dministrator to waive rights in inventions under the present con- 
imcts. Since we felt that subsections (a) and (b) were prospective 
in operation, we needed this kind of reservation of authority to the 
\dministrator to make it quite clear he wasn’t losing the power of 
with respect to contracts. 

That is the first sentence. ‘The second one—— 

Mr. CARSTARPHEN. Just a moment, Mr. Johnson. Then the use 
of the word “rights” is all-inclusive in your interpretation? It in- 
dudes a ownership, or ownership of whatever lesser degreé than 
full title 

Mr. Jounson. Yes. But it follows the same language that is now 
insubsection ) and it was intended simply to preserve that authority. 
Subsection (f) of the present act says under “such regulations in con- 
frmity with this subsection as the Administrator shall prescribe, he 
my waiye all or any part of the rights of the United States under 
thissection.” So we simply preserve that same form of language here 
be sure he hasn’t lost it. Now, that is the first sentence. 

The second sentence would make it possible for us to take our 
mesent contracts and, if they contained a clause which, with respect 
the particular subject matter of the contract, was inconsistent with 
ihepolicy developed for a new contract of a similar type, to amend that 
mtract without consideration. As you know, that kind of statutory 
wthority is probably necessary to be granted to us specifically ; other- 
vise you have the problem of amending a contract so as to destroy cer- 
in vested rights of the Government. So we thought it was desirable 
have a specific grant of authority here to enable us to bring all of 
the contracts, those outstanding, as well as the new ones, into line. 

The last one, of course, simapl says that, in effect, once a right has 
rsted, it is vested; and this isn’t intended to enable us to open up all 
the completed administrative actions, but simply to deal with those 
tatare still underway. 

Mr.CarstarPHen. Thank you, Mr. Johnson. 

Mr. Mr. Yeager? 

Mr. Yracrr. Is there anything in your current proposal which will 
muire any change to section 303 (by (3) of the current act, wiiich I 
tink is the Administrator’s authority to acquire and dispose of 
property, including patents? 
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Mr. Jounson. No, sir. We hope to be able to present other pro. 
posals in connection with that relating to the authority to settle suits 
for past infringement. But this proposal doesn’t affect that at al], 

Mr. Mrrcnet. Any other questions by any member of the com. 
mittee ? 

( No response. ) 

Mr. Mrircnevt. Thank you very much, Mr. Johnson and Mr 
O’Brien for your appearance this morning. You have been mog 
helpful. 

The subcommittee will stand in recess until 2 o’clock. 

(Whereupon, at 12:17 p.m., the subcommittee recessed to 2 p.m,, of 
the same day.) 

AFTERNOON SESSION 


Mr. Mircue.yt. The committee will be in order. 

This afternoon we are privileged to have as witnesses before the 
subcommittee Mr. Robert C. Watson, who is the Commissioner of the 
U.S. Patent Office, and Mr. John C. Green, Director, Office of Tech. 
nical Services, Department of Commerce. 

Gentlemen, would you come forward, please? Is this Mr. Watson! 

Mr. Watson. Yes, Mr. Chairman. 

Mr. Mircuett. Mr. Green, do you want to come forward, too! 

Mr. Green. All right, sir. 

Mr.*Mircuetn. You have a prepared statement, Mr. Watson? 

Mr. Watson. Yes, I have. 

Mr. Proceed, please. 


STATEMENT OF ROBERT C. WATSON,’ COMMISSIONER OF 
PATENTS, U.S. PATENT OFFICE 


Mr. Watson. The statement which I have prepared is brief and if 
it is the will of the subcommittee I will read it. 

It is proposed that section 305 of the National Aeronautics and 
Space Act of 1958 be repealed and that a provision be enacted in place 
thereof which will give to the Administrator increased ability to deal 
effectively with contractors performing work for or on behalf of the 
National Aeronautics and Space Agency with respect to inventions 
made as the result of Government-financed research performed by 
such contractors. 

It is understood that section 305 of the law as it presently stands 
is construed by the National Aeronautics and Space Administration to 
require the Administrator to take title to inventions made during the 
course of such Government-financed research, even though he may 


2 Robert C. Watson was born in Washington, D.C., on Nov. 21, 1890. Attended Westen 
High School, the Army and Navy Preparatory School, and Lehigh University, degree of 
civil engineering 1913. Later entered George Washington University and graduated in 
1917 with degree of bachelor of laws. 

During World War I served as an Army inspector of ordnance, and later entered his 
father’s law firm in Washington. 

Served as president of the American Patent Law Association, 1950-51 ; chairman of th 
section of patent, trademark, and copyright law of the American Bar Association, 1946. 

In October 1958 served as U.S. coe to the diplomatic conference in Lisbon, Po 
held for the purpose of revising the International Convention for the Protection 
Industrial Property. 


Member of the American Law Institute; the American Bar Association; the America 
Patent Law Association ; and the Federal Bar Association. 

Have served as Commissioner of Patents since Feb. 18, 1953. 

Resident of Maryland since 1914. 
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entertain the belief that the public interest would be best served if 
title to the invention were to be vested in the contractor with the 
reservation of a license in the Government. 

It is also pointed out that this, is a severe handicap inasmuch as 
the Space Agency, in seeking to obtain the services of those qualified 
to perform research on its behalf, must negotiate with and award con- 
tracts to well-qualified research groups or organizations and that the 
grvices of such organizations, by reason of their known qualifications 
are also sought by the Department of Defense. The Department of 
Defense has pursued a policy which results in the transfer to the con- 
tractor of title to inventions developed as the result of Government- 
sponsored research. ‘The contractor is thus naturally inclined to ac- 
ept commissions from the Department of Defense rather than the 
Space Agency. The ge Agency is or may be thus handicapped in 
gcuring the services for research purposes of those whom it seeks 
toemploy and who are most likely to successfully perform the difficult 
research tasks which the Space Agency was created toaccomplish. 

It is believed that, in the interest of good administration, it is 
necessary to give the National Aeronautics and Space Administration 
which, as pointed out, must necessarily deal with the same contractors, 
with respect to the same technological subject matter, as does the 
Department of Defense, the same privileges and advantages in placing 
a contracts. 

If the policy heretofore and now pursued by the Department of 
Defense in dealing with research contractors has enabled that Depart- 
ment to more effectively accomplish its objectives, and serves the 
public interest, it is logical to give its sister agency, the National 
Aeronautics and Space Tavatalitetion, the same privileges. 

The Commerce Department, as such has had no experience of con- 
vincing character which tends to indicate that the policy of the Depart- 
ment of Defense is superior in its effectiveness to the policy set forth 
in section 305 of the Space Act, as it now stands. It understands, 
however, that the Department of Defense has for a considerable 

riod of time been successful in its dealing with contractors, and that 
he National Aeronautics and Space Administration has not, and it 
therefore appears to be altogether logical to amend the Space Act in 
order that the Administrator may at least be able to pursue those 
policies which the Department of Defense has found to be effective 
when he chooses to do so. For that reason the Department of Com- 
merce supports the proposal to amend section 305 in the manner 


roposed. 

the Patent Office will benefit from the enactment into law of the 
proposed provisions and the elimination from the present law of sec- 
tion 305(c). Thus, in accordance with the terms of this section of 
the present law the Patent Office is obliged to correspond with inven- 
tors in order to obtain statements to be filed with the Commissioner 
of Patents in which the inventor sets forth under oath the full facts 
concerning the circumstances under which the invention was made 
and the relationship of such invention to the performance of any work 
der any contract of the administration. Obtaining these state- 
ments has imposed an administrative burden upon the officials of the 
Patent Office and has consumed time of certain members of its staff 
who could well be performing other duties. The National Aeronautics 
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and Space Administration will continue to be dealt with by the Patent 
Office as a defense agency of the Government for the purpose of chapter 
17 of title 35 of the United States Code so that qualified representatives 
of NASA will be given access to pending applications, as have repre. 
sentatives of the Atomic Energy Commission and the Department of 
Defense. 

That concludes the statement, Mr. Chairman. 

Mr. Mircueuzi. Thank you very much, Mr. Watson. 

Mr. Daddario? 

Mr. Dappario. Mr. Watson, when you suggest that the proposal as 
made by NASA to amend the section 305 in the manner as set fo 
do you believe that that is the best way of amending it, or do you 
have other recommendations ? 

Mr. Watson. We have not attempted to draft alternative recom. 
mendations, but have simply given consideration to that which has 
been proposed. 

Mr. Dappario. Well, when we consider the amending of section 
305 in the manner as set forth, the question that comes to my mind, 
and for the purposes to which the amendments are intended, that per- 
haps the way to do it is rather than put the standards as set forth 
in the recommendations for amendment, would be to eliminate it 
altogether and to set up standards as now supported by the Depart. 
ment of Defense, by precedent and by experience. 

Now, of those two, which would be better, the standards as set up 
by the Department of Defense, or the standard as set up by the pro- 
posed amendment ? 

Mr. Warson. I am not quite certain that I fully understand your 
question. You wish to— 

Mr. Dapparto. Let me put it this way: We have a proposal to 
amend section 305, to have it conform to the provisions of the National 
Science Foundation. 

Mr. Watson. Yes. 

Mr. Dapparto. The National Science Foundation, of course, deals 
with a very small number of contracts, when we take into considera- 
tion the large number of contracts that the Department of Defense 
has and NASA has, and will have in the future. The Department of 
Defense has a procedure which is based on experience which. they 
have established over a long period of time without any statutory 
provision. 

Now, that situation having been established, if there is a change, 
would it not appear that it would be better to go to the procedure 
of experience as set up by the Department of Defense, rather than 
to the National Science Foundation provisions, which are small in 
number and limited in scope ? 

Mr. Watson. I would personally answer that question in the affirm 
ative. In my statement, however, I did not say that the Department 
of Defense policy was the best possible policy, and I did not compate 
it with that of the National Science Foundation. But certainly, the 
larger, by far the greater proportion of funds spent in this manner 
has been by the Department of Defense, and if that Department has 
met with success, I therefore say that it would be better to lean in 
that direction, rather than to lean in the direction of the National 
Science Foundation policy. If there is a material difference in those 
two policies, that is. 
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Mr. Dapparro. I am just trying to get into the area of what alter- 
natives might be presented to this committee and the alternatives are 
other than that of the National Science Foundation, and I am pleased 
to hear what you have to say about the Department of Defense. 

Now, on page 3 of your statement you say, referring to the Com- 
merce Department— 
it understands, however, that the Department of Defense has for a considerable 

od of time been sucessful in its dealing with contractors and that the Na- 
tional Aeronautics and Space Administration has not. 

Now, do you have any specific reason for making that statement? 

Mr. Watson. The first full paragraph ? 

Mr. Dappario. The recond full paragraph, starting with “The Com- 
merce Department,” the second sentence says, “It understands, how- 
ever,” and so forth, et cetera. 

Mr. Watson. I think that that statement was made in the literature 
which was disseminated and which came to the Department of Com- 
merce. Actually, however, that probably reflects my own views, be- 
cause I have for so long a time known of the nature of the policy of 
the Department of Defense. 

I believe that it is generally regarded that the Department of De- 
fense has been successful in its dealings with research contractors. 

Mr. Dappario. Well, Mr. Watson, I think we have covered that in 
what we have said up to this point. The part of that sentence that 
Iam concerned with, because it may have some reflection on our whole 

ace effort, is the last part of it that says “and that the National 
Tinantice and Space Administration has not.” I wonder if you 
are generalizing or if you actually have any specific recommendation ¢ 

Vr. Watson. No; that is just a general statement and is an assump- 
tion. 

Mr. Dappario. An assumption ? 

Mr. Watson. It is not based upon precise knowledge. 

Mr. Dapparto. Thank you. 

That is all, Mr. Chairman. 

Mr. Mrrcuetn. Judge Chenoweth ? 

Mr. Cuenowreru. Mr. Watson, what impact on the Patent Office has 
the inventions under the space program brought about? Has there 
been any appreciable increase in the number of applications, or what 
are * ge observations on the present situation ? 

. Watson. We receive approximately 78,000 to 80,000 applica- 
tions a year. They are not divided into categories insofar as the 
sources of those applications are concerned. We have no statistics to 
show that by reason of the passage of this act there has been a large 
increase in the number of applications which we are receiving, which 
has remained pretty constant for a number of years past. 

Mr. Cuenowern. About 80,000 a year? 

Mr. Watson. Yes; approaching 80,000 a year. 

Mr. Cuznowern. How many years have you reached that figure? 

Mr. Watson. We have for the last 5 or 6 years received between 
seventy-seven and seventy-nine or eighty thousand applications. 

Mr. Cuenoweru. How would that compare with, say, 10 years ago? 

Mr. Watson. That is larger than the number received 10 years ago. 

Mr. Curenowern. Five years ago 
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Mr. Watson. Yes; 5 yearsago. When I came into the Patent Office 
in 1953, it was the end of a 6-year period of declining filings, from 
somewhere around 75,000 applications a year down to 60,000 appli. 
cations a year. I had not been there very long, however, before that 
trend reversed itself, and has been steadily upward ever since. I think 
this year we will probably receive 80,000. 

Mr. Cuenowetn. What isthistrend now? How do you distinguish 
it? What are its characteristics? What is bringing it about? 

Mr. Watson. I would like very much to be able to answer that ques. 
tion. The number of applications received seems to bear no substan. 
tial relation to the increase in the population. I have tried my best 
to find out what it is that affects the rise and fall in the number of 
applications filed yearly in the Patent Office, whether or not it is pro. 
portional to the number of technicians who are working, or to the 
amount spent on research, and there has been no clear-cut answer de. 
veloped as yet. But I think that you can assume that with the 
increased sums spent on research and development there will be a 
steady increase in the filing of patent applications. 

Mr. Cuenowern. 1959 will probably be your largest year, then 
your largest in history 

Mr. Watson. Yes. We expect to issue this year 54,000 patents, 
which is the largest number ever issued by the Patent Office in any 
one year in its history, and next year we expect to issue about 57,000, 

Mr. Cuenowetu. After you issue the patent, what is the status of 
a yume What is the life of the patent? What is its history, 
then? 

Mr. Watson. The patent gives to its owner the right to exclude 
others from the practice of the invention, covered by the patent for 
the term of 17 years, and then the invention is in the public domain 
and can be practiced by anyone. 

Mr. Cuenowern. Cana patent be renewed ? 

Mr. Watson. Only by act of Congress, and Congress doesn’t act. 

Mr. Cuenowertn. At the end of 17 years, then, the patent ceases 
to afford any protection to the inventor ? 

Mr. Watson. Yes, sir. ; 

Mr. Cuenowetn. That is true in all patents? 

Mr. Watson. That is true of all patents. There was one excep- 
tion made in the case of veterans who had served overseas and were 
prevented during their period of ownership of patents from com- 
mercially exploiting them. They were given privileges of extension by 
a special act of Congress. There were only a very few of those patents 
extended. 

Mr. Curnowetu. In other words, we are safe in assuming that at 
the end of 17 years the patent ceases to exist, as far as the value to 
the inventor ? 

Mr. Watson. Yes. The patent is then only a disclosure of the in- 
vention. Its owner has no further right to exclude others from the 
practice of that invention. ; 

Mr. Curenoweru. Are you able to determine, Mr. Watson, with any 
degree of accuracy, just how many of these new applications relate to 
space and missiles and rockets, and this new age which we are 
developing? 
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Mr. Watson. We could probably, with a mes deal of research, as- 
ertain the number which might be said to of interest to NASA, 
and, of course, we have been in collaboration with NASA right along 
in disclosing to them those applications which we thought might be 
gfsuch interest. 

Mr. Cuenowern. That is under 305(c) ¢ 

Mr. Watson. Yes. 

Mr. Cuenowetu. What has been your experience with 305(c), how 
jas it affected your administration of the act? 

Mr. Watson. I say in my statement that it has been an inconvenience 
tothe Patent Office to write the letters which must be written in order 
tocomply with the requirements of the act and to perform the other 
derical operations which must necessarily be performed in following 
dosely the progress of applications thought to be of interest to the 
gaceagency. However, I think that this clerical expense is of minor 
importance, considering the overall cost of operation of the Patent 

ce, probably part time for four or five people. 

Mr. Cuenowretu. What does it cost a year to operate the Patent 

ce? 
ir. Watson. Our budget for this year is 22 million. 

Mr. Cuenowern. Has there been an increase along with the increase 
innumber of patents? 

Mr. Watson. Yes. We are in the middle of a program for the re- 
duction of our backlog, now amounting to nearly 200,000 applica- 
tions. In 1955 we laid down a plan to bring the Patent Office into a 
sate of currency of operation intending to make it a an 
applicant to obtain an official action upon his newly filed 
or an answer to his request for reconsideration of a rejected applica- 
tion, within a period of 3 months from the time of filing or resub- 
mitting his application. The situation became so far out of hand, 
due to the increased filings, that at one time in some of our divisions 
mapplicant had to wait 28 months before he could have a reply from 
the Office in response to this submission. 

Mr. Curnoweru. What is the average time now ? 

Mr. Watson. It is generally less than 6 months, but in some of the 
divisions it is longer than that. UYitiw’ 

Mr, CHENOWETH. So you say you have 200,000 applications which 
are now unprocessed ? ; 

Mr. Watson. Very nearly 200,000. That is a reduction from about 
9,000, as I recollect it. ae 1 

, Cuenowetu. How long will it take you to clean up this 200,000 
cases 

Mr. Watson. If we can maintain a staff of the size we really need, 
and industry will refrain from hiring from us our trained men, we 
would be through in about 1963 or 1964. Actually, the problem of 
maintaining a staff now is quite acute. During the last 6 months we 
have sustained heavy losses of young examiners, which makes it diffi- 
cult. I had a letter from a former secretary just last week, the secre- 
lary who was in office when we initiated the plan. He said that his 
friends were criticizing the Electronic Divisions for the simple reason 
that they were not receiving prompt Patent Office actions. I gave 
him the facts and figures relating to the status of the work of the 
Electronic Divisions, and it is simply this: That we cannot keep a 
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sufficient number of examiners in those Divisions; we cannot pay then 
enough, and industry takes them away. And that group of Division, 
has made no progress under the 8-year plan. | 

Mr. CHEenowetu. Which group is that now ? 

Mr. Watson. The Electronic Divinbone; examining applications fo 
patents for inventions in the field of electronics. 

Mr. Cuenoweru. That is where a number of those so-called spac 
inventions would come? 

Mr. Warson. That is exactly where many of them would be found, 
I believe. 

Mr. Cuenowetu. And you feel there are some so-called space appl. 
cations in the 200,000, then, that you referred to? | 

Mr. Watson. Yes; there would be. I would not know how many, 
I can supply that for the record; at least I can give you exactly the 
number of applications, we have heretofore been informed, were of 
interest to the Fipsien Agency. 

Mr. Cuenoweru. I think that would be very interesting, Mr. Chair. 
man. 

Mr. Mircueu. All right. Without objection, then, Mr. Watson, 
would you supply that for the record ? 

Mr. Watson. All right. 

Mr. Cuenowetu. Maybe you referred to the figure, but I was going 
to inquire, approximately how many applications a year refer to the 
Space Agency and you are called then to contact the Agency and rm. 
veal the contents of the application ¢ 

Mr. Watson. I will supply that information. 

Mr. CHENOWETH. Could you give us some idea, just roughly? | 
am a curious to know how many they were running a year. 

r. Watson. Yes. 

Mr. Cuenowetu. You do not have those figures here? 
= Watson. I have not got the figures with me. I will supply 

em. 

It may be that one of the representatives of the Space Agency here 
in the room can give you that information. | 

Mr. Curenowetu. I was just curious as to the approximate nun- 
ber. You will furnish it for the record ? 

Mr. Watson. Yes. I will check into that carefully and supply the 
committee with that information. 

Mr. Mitcuett. If there is anyone, Judge, who might have some in- 
formation I am sure you would be glad to have it. 

Mr. CHEenowetTu. Yes. 

Mr. O’Brien. I think Mr. Parker would have that information from 
the Space Agency. 

Mr. Cuenowetu. It does not have to be the exact number. 

Mr. O’Brien. 871 applications have been referred so far. 

Mr. CHENOWETH. Up to this time? 

Mr. O’Brien. Up to this time. 

Mr. Cuenowetu. Mr. Watson, you have referred to the Defens 
Department swey' in handling patents and you commented on how 
successful it had been over the years. But you say so far as your 
personal observation is conaciindh you do not think that is any mor 


successful or more efficient than the policies of the NASA. Is thata 
correct assumption ? 
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Mr. Watson. Well, not quite. I leave it up in the air. If you 
study the statement carefully, it will be seen that I did not presume 


to say that one policy was actually better than the other. That is 
| the 0 


mmerce Department view. e have no information—by infor- 
mation I mean case histories, on which to base a definite statement of 

t kind. 

ll it is my personal opinion that that is the fact, that the 
way in which the armed services have drafted their research con- 
tracts is a good way, protecting the Government by nonexclusive, 
jd-up licenses, and giving to the organization from which the in- 
yention eventuated the commercial rights. ; 

Mr. CuenowetH. You do not feel then there is any advantage in 
the Government owning the — 

Mr. Watson. I do not. ‘There is one advantage, but it is purely a 
defensive advantage. 

Mr. CuenowetH. What is the advantage, why is it desirable for 
the Government to own the patent ? 

Mr. Watson. Only to make of record in the best possible way that 
there is of making of record, the fact that the invention was what we 
call constructively reduced to practice as of a certain date, which is 
the date on which the application for patent was filed in the Patent 
Office. So that if there is a suit against the Government based on a 

tent for some invention of similar character at a later time, the 

tent which the Government had obtained because of its disclosure 
ing date, would be a evidence in support of the Government’s 
claim to be above reproach. 

Mr. CHenowetH. You have understood, then, that there are those 
e aged in research who have been reluctant to do business with 
XA A and prefer to do business with the Defense Department solely 
because of that policy, they can retain—— 

Mr. Watson. That is stated in the material which we received. 

Mr. Cuenoweru. That is the impression that you have formed, 
although you say you have no personal knowledge of that? 

Mr. oyna 0, we have no personal knowledge. At least, in 
the Department of Commerce there is no factual information by way 
of case histories which would enable us to objectively compare the 
results achieved as a result of the practice of the two policies. 

Mr. Cuenowetu. Well, the Defense Department policy has been in 
effect for some years, has it not ? 

Mr. Watson. I understand—— 

Mr. Cuenowern. Long before the so-called space age was 
mentioned ? 

Mr. Watson. Yes, I believe that it has. 

Mr. CuHENowetu. But you cannot tell the committee, then, from 
your own personal contacts or observation that the present law has 
worked any hardship or inconvenience upon NASA ? 

Mr. Watson. No,I cannot. I haven’t the facts. 

Mr. Curnoweru. In other words, no complaints of that nature have 
been filed with your office ? 

Mr. Watson. No. They would not be filed with the Patent Office 
ordinarily. 


Mr. Cuenowern. Is your present interest in this legislation, Mr. 
Watson, 305(c) ? 
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Mr. Watson. Yes. 

Mr. Cuenowertnu. If we could eliminate that we would then give yoy 
the relief which you are seeking ? 

Mr. Watson. That would render our operation a little less difficult, 
yes. 

Mr. Cuenowern. Do you feel there is any advantage in 305(¢)4 
Is that promulgating information that should be made available to 
NASA, the fact that you furnish that information, does that form q 
contact and a liaison there which has been helpful in any way? 

Mr. Warson. The liaison will continue by reason of the fact that 
that portion of 305(c) which gives NASA the right to come into the 
Patent Office and inspect all applications will continue in effect, and 
representatives of NASA, as well as the Department of Defense and 
the Atomic Energy Commission, will continue to come in and ins 
all applications they wish to see. That relationship will continue. 

Mr. Cuenoweru. Under the Atomic Energy Act, title is kept in the 
Commission, is that not correct ? 

Mr. Watson. I understand so. 

Mr. CHEenowerH. But you say you would prefer giving the Admin. 
istrator the discretion to issue a waiver if he so desires ? 

Mr. Warson. My personal view, my persnal opinion, is very 
decidedly that way. 

Mr. Cuenowernu. You prefer the ownership in the inventor rather 
than in the Government ? 

Mr. Watson. I decidedly do. 

Mr. Cuenowetu. Why do you take that position ? 

Mr. Watson. Well, consider the nature of a patent. The patent 
is a document which is supposed to encourage innovation by reward- 
ing the inventor. It gives him a good gambling chance not only to get 
back his investment but to accumulate some money in addition to that 
which he originally invested. The patent held by Government, which 
is like a public park, gives no one an incentive to accumulate capital, 
organize a group, build a factory, engage in the battle of commerce, 
and supply the public with the commodity or the machine or with the 
article which the patent covers. 

It would seem to me to be very much better, having in mind the 
purpose of the patent system, which is to advance the arts, to give the 
commercial rights to one who will use the patent as a patent should 
be used, so that, he will be encouraged to accumulate capital, equip a 

lant, and supply the public with the thing covered by the patent. 

verywhere the patented machine or article goes it will educate the 

ublic to the new technological advance and leave a trail of potential 
inventors behind it, also, who will seek to improve upon the invention. 
The wider the distribution of the patented thing, the larger the nun- 
ber of persons who will be apprised of its value. They will not only 
appreciate it as a thing advantageous to them in their own lives but 
they will be stimulated to go further and make improvements, and that 
is what makes the pot boil. The fact that the patent is held by one who 
is exploiting the invention under the protection of the patent also has 
the effect of stimulating competition in research because competitors 
of the patent owner do not take lying down the spectacle of the pat- 
entee enjoying a substantial market and a large profit. So they set to 
work to try to devise something different from that which is covered 
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by the patent and which is, nevertheless, a salable article. The public 
isthe judge of the success of such an effort. 

In many cases that is exactly the result, that is, the patentee has an 
advantage for a limited time but his competitors, whom he vigorously 
attacks if they infringe—at least I hope that he does—are stimulated 
into activity, and will set their own research groups to work with the 
result that, in many cases, the public is the recipient of a better product 
than that covered by the patent. Competition in research brings about 
4 more rapid advancement of our technological base, which is the 
foundation which determines our defensive ability and has given us 
our high standard of living. 

Mr. Cuenowetu. Could you give the committee some idea, Mr. 
Watson, of the percentage of patents which are put to use where there 
jsactual production of the article or the item patented, that goes into 
commercial production and consumption 4 

Mr. Watson. I can only refer you to a finding of the Patent Trade- 
mark and Copyright Foundation of the George Washington Univer- 
sity, which conducted a pilot study on that very subject, and they 
found, to the surprise of everyone, that somewhere approaching 50 

reent of the devices patented had actually at one time or another 
ee put into use, which is a much larger proportion than had been 
suspected. I am not sure that a further study would show that per- 
centage entirely correct, but that was the finding made as a result of 
that pilot study. 

Mr. Curenowern. It seems a little large to most of you that are close 
tothe picture ? 

Mr. Watson. Yes; it did. 

Mr. Cuenowetu. Do you have any idea of what percentage of the 
patents to which the Government takes title are developed or used for 
the production of the item ? 

r. Watson. No; I cannot. I believe that there are others here 
who are better qualified to answer that question. There is not very 
much need to secure a license under a Government-held patent, and 
certainly it all are free to practice the invention, no one will be stimu- 
lated to risk his money in its exploitation. 

Mr. Cuenowertu. | did not get your inference there. If the Gov- 
emment holds the patent you say anyone could go get a license and 
produce the article ¢ 

Mr. Warson. Yes. I guess 30 years have elapsed since I first 
went to the Department of Agriculture, for instance, to secure a 
lieense on behalf of a client under a patent covering a method of 
making woodpulp. And I told the client, as long ago as that, that 
it was not necessary to secure such a license, that anyone could prac- 
tice the inventions disclosed and claimed in patents held by the Gov- 
emment. But I assume the client thought that the Government 
pe change its mind and that he had Letter get a license while 

could. 

Mr. Cuenowetu. You raise a very interesting point and one which 
Ithink is very germane to this hearing as to what the impact is, then, 
and the reaction when the Government takes title to a patent. Do 
I understand, then, in these highly technical patents you are dealing 
with, space matters, if the Government holds that patent, that any 


ering company could go in and get a license to produce 
em ? 


104 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


Mr. Watson. That is my understanding. 

Mr. CuEenowetH. Who would they get that permission from? 

Mr. Watson. The patents owned by the Government are usually 
assigned, I believe, to the several Secretaries. I went to, for instan 
for a license, to the Secretary of Agriculture, and the license wag 
issued by him. 

Mr. CuenowetH. But they would have to get the permission and 
the approval of the Secretary ? 

Mr. Watson. Or his designee. 

Mr. Cuznowetn. They would have to get the approval of the ageney 
controlling the patent / 

Mr. Watson. Yes. To get a license you would have to apply to 
the owner of the patent. ; 

Mr. Curnowetu. You feel, then, in view of the fact that we are 
a tremendous amounts of money in research now and prob- 
ably will increase the figure over the years, that the system of letting 
the inventor retain the patent is preferable to letting the Government 
acquire the title 

Mr. Watson. If you had to go all the way in either one direction 
or the other I would say yes. Of course, I believe that this proposed 
change in the Space Act a the Administrator a wide range of pre- 
rogatives. He can do it all one way or all the other or pursue an appro- 
priate intermediate course, which I think is a good thing. 

Mr. CHEeNowetH. You do not feel that that imposes a rather hea 
responsibility upon the Administrator and one which might be rather 
difficult to discharge at certain times ? 

Mr. Warson. Indeed it will. It might bring into politics the acts 
of the Administrator. I have always thought that almost any policy 
of that nature which could be adopted would subject the Adminis- 
trator, whoever he might be, to a good deal of pressure, particularly 
when a good and valuable invention, recognized as such, results from 
Governmnet-financed research and becomes the subject of a patent. 

Mr. CuHenowetH. You can see then where it would cause the Ad- 
ministrator considerable concern in some cases ? 

Mr. Watson. It would; it would no doubt. 

Mr. Curenowetu. But you still feel that that is the most desirable 
approach to this problem ? 

r. Watson. Yes; Ido. Now that is my personal opinion. 

Mr. Cuenoweru. Rather than have Congress set the policy, then, 
of the Government taking title, let the Administrator decide whether 
the Government or the inventor should have the title? 

Mr. Watson. That would be much to be preferred, in my opinion. 

Mr. Cuenowetu. It has been very interesting, Mr. Watson. I have 

tly enjoyed the information you have given the committee. You 
con been very, very helpful. Thank you. 

Mr. Watson. Thank you. 

Mr. Cuenowetu. Thank you. That isall. 

Mr. Mrrcneti. Mr. Watson, in your discussion with Judge Cheno- 
weth, you referred to obtaining a license from the Government when 
the Government, of course, had title to a particular invention. But 
now, the thing is that the Government has found no occasion to en- 
force its patent rights, is that not it? The reason you need no license 
is that they do not seek to enforce the fact that they have the title to 
the invention? Is that correct? 
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Mr. Warson. I have not heard of any infringement suit brought by 
the Government to enforce a patent. : ; 

Mr. Mircueti. One other thing, Mr. Watson, in connection, again, 
with your discussion with Judge Chenoweth. i 

Now, I think this will be somewhat repetitious because I think you 
answered it, but I would like to have it again in the record. You 
sate in your statement that you are not saying that the Space Act and 
its provisions as far as patents is concerned is less effective than the 
Department of Defense policy, but I think you have stated that you 
prefer the procedure followed by the Department of Defense. 

Now, would you just for the record give your reasons for preferring 
the policy that is followed by DOD ? 

. Watson. That statement, to begin with, reflects my view that 
inthe Department of Commerce we do not have at hand case histories 
in sufficient number, at least, to enable us to determine, upon the basis 
of available fact, which of the various policies which have been pur- 
sued by the several departments of Government have been in the pub- 
lic interest, and which have not. 

We hold hearings and we express opinions, but as the Attorney 
General has said in his report, there is a dearth of actual fact upon 
which these opinions are based. Recently we have been considering, 
ina committee of which I am a member, the possibilities of securing 
facts upon which to base firm opinions of what is or what is not in 
the public interest insofar as the division of patent rights between 
Government and research contractors is concerned. 

In the statement which I prepared and in that part of it to which 
you have just made reference I sought to convey the idea that we did 
not have a sufficient basis of fact upon which to base firm opinions and 
that, therefore, I wish it to be understood that when I say that I be- 
lieve that the Department of Defense policy is superior to that which 
is reflected in the present law of the Space Act, that is my personal 

inion. 

"ir. Mrrcue.t. And that is based upon what ? Why do you think it 
is superior to the provisions now in existing law as far as the Space 
is concerned 

. Watson. Well, it is my understanding that as that law has been 
construed, the Administrator considers himself to be bound to take 
title to an invention made by a research contractor, and that he can 
hardly do otherwise. ; 

It is true that the law apparently has a provision in it which per- 
mits a waiver, but I assume that that provision was not considered 
o give the Administrator the room, the leeway that he desired to 

ve, 

Mr. Mitcueti. Now, Mr. Watson, you are familiar, of course, I 
know you are, with the patent provisions of other Government agen- 
cies, Which is the best ames that is being followed today? In 
your judgment, is it the Department of Defense policy # 

Mr. Watson. Well, let me te it this way: An interested group 
eeprising representatives of all the departments worked on this very 
P 


em for some 2 years, nearly 2 years, being appointed by the Gen- 
eral Services Administration, and a representative of each of the 
ments was a member of the committee. 
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We drafted questionnaires to be sent to industry on the theory that 
we did not have sufficient facts in hand and relating to the past prac. 
tices of the several agencies under their several policies to make g 
comparison. 

We finally decided that we did not have the ability ourselves, being 
each of us, hard pressed for time, having no staff and no money to t 
and to analyze those facts. ‘Therefore, we recommended that outsidg 
help be secured in order that such an inquiry might be made as to how 
these various policies had been carried out in the past, as a basis 
for determining which had worked most satisfactorily in the public 
interest. 

The Department of Defense has transferred to private ownership 
thousands of patents during the past years. Where have they gone? 
To whom was title given? What did the person or organization re. 
ceiving title do with that patent? The same information to be ob. 
tained, if possible, from the other agencies, Agriculture; Health, Edu- 
cation, and Welfare; Atomic Energy Commission ; and so forth, some 
of which had been persuing their patent policies for a long period of 
time. So far as I am aware, no conclusive facts have ever been gath- 
ered which show that one policy had worked in the public interest 
better than any other. And until that kind of study is conducted, 
we will never know. You will receive opinions such as mine. Mine 
is based on my own narrow experience. You will receive opinions 
from other people based upon their experiences. But until we dig 
up the facts there will be no firm platform on which to stand for the 
purpose of selecting the best policy. 

Mr. Mrrcnewi. Of course, I question, Mr. Watson, whether your 
experience has been narrow. I am quite sure it has been quite exten- 
Sive. 

Mr. Watson. Well, we will say it has been narrow, but long. 
[ Laughter. | 

Mr. Mitcue.u. We appreciate very much having your opinion, and 
certainly we value it. 

I am gonig to ask you one more question along this line, and it may 
be one that you would not care to answer, or maybe you feel, in view 
of your last answer, that possibly you should not, but you have studied 
this proposed language of the amendment to the Space Act. Would 
you have anything you would like to add to it that should be in there 
or anything that should be deleted ? 

Mr. Watson. I have really not considered it critically from that 
point of view. I must answer your question by saying that I have 
no suggestions for its revision at this time. 

It appears to me to be written in clear language, and its intent is 
rather obvious. I see no ambiguities in it. ‘And. I think that if it 
were enacted into law in its present form it would be a satisfactory 
piece of legislation. 

Mr. Mircueii. One further thing, Mr. Watson. In your discussion 
with Mr. Daddario—of course, now the Department of Defense—and 
T assume there have never been any statutes that set up the policies that 
they are following insofar as patents are concerned. Now, do you 
think that it would be best advisable to have statutory authority such 
as is proposed here today for the space agency or to operate without 
legislative authority, as is the Department of Defense at this time! 

Mr. Watson. I would favor the grant of statutory authority. 
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Mr. Mircne.y,. Why, please, Mr. Watson ? 
Mr. Watson. To make clear to the Administrator, insofar as the 
lish language permits, the limitation, if any, under which he 
os his prerogatives, and to make it petra clear to him that under 
no circumstances must he part with a nonexclusive, paid-up license to 
the Government. That might just as well be put in so many words 
and put into the statute. Administrators come and go and patent 
gmmissioners come and go, and so on, and I think that it is well 
to have authorities of that kind spelled out rather particularly. 

Mr. Thank you very much. Mr. King? 

Mr. Kine. Mr. Watson, I am concerned with one or two aspects of 
this proposed legislation. One is the matter of the standards that 
sre given to the Administrator as guides in the exercise of his ad- 
pinistrative discretion. You discussed that briefly in your statement. 
The statute, 305(a), the only standard which it provides is that the 
Administrator seek to protect the public interest and the equities of 
the contractor. It says “In a manner calculated to protect the public 
interest and the equities of the contractor.” That is the only stand- 
ard the statute prescribes. 

Actually, that is, for all practical purposes, no standard at all. 
That, in effect, is saying that the Administrator shall do whatever he 
thinks best in the public interest. Well, it is to be presumed that 
werybody is acting for the public interest, so in effect we have no 
standard at all. 

My question is: Do you think the statute might be improved a 
little if more specific standards were enunciated, delineated by the 
statute in order to get the Administrator off the hook, so to speak, 
because he is in a Mins awkward spot? You suggested that, yourself 
in your testimony. very awkward spot, tremendous pressures wi 
be brought upon him, political pressures and other pressures. Tre- 
mendous profits are hanging in the balance here and I am wondering 
if it may not be a little unfair to ask a man to put himself, or to be 
put in that position where so much depends on so little and no stand- 
ards by which he can be guided. So my question is, Might we not 
be a little more specific in imposing standards? Do you have a 
thought on that ? 

Mr. Watson. It would be very hard, I would think, to develop ap- 
propriate language which would guide the Administrator without, at 
the same time, restricting him. Theoretically I think your suggestion 
isa good one. Actually, I do not know how it could be very well 
worked out, having in mind the diversity of situations which will con- 
front the Administrator. 

Mr, Kine. As a matter of administrative practice, though, will not 
the Administrator promulgate some regulations anyway ¢ 

Mr. Watson. Yes, he will, 

Mr. Kina. By which he will guide himself ? 

Mr. Watson. I would think that he would. 

Mr. Kine. Well, if he is going to, why can’t Congress? 

Mr. Warson. Well, I think the Administrator is a little closer to 
the situation. And of course if he happens to adopt a regulation 
which proves to be unworkable, he thereupon changes it, himself, and 
as we do with our rules of practice in the Patent Office. 
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Mr. Kine. You are suggesting then that a little built-in elasticity 
might be preferable to rigidity in this situation ¢ 

Mr. Watson. I think so, because the situations vary so, and just 
recently I have talked with bureau heads who find that they mugt 
have flexibility in bargaining. The situations differ all along the 
spectrum. They attempt, perhaps in the first instance, to get title 
to expected inventions; the corporation who is to do the research work 
rebels and will not agree that any invention which it might make ag q 
result of Government-financed research should go to the Governmen 
so they have to water it down. And the extent to which that js 
watered down depends upon many circumstances which surround that 
particular research project. You understand, I hope, that it is no 
part of my duty to advise bureau heads with respect to their research 
contracts, and I am just giving you my own opinion. 

Mr. Kine. Mr. Watson, there is something that still bothers me 
about this. I understand the need for elasticity, I can appreciate that, 
and rigidity can be very embarrassing and nia 4» under some 
circumstances. But, on the other hand, in our system of governme 
which is a government of laws rather than of men, we like standards 
to which we can go from time to time to measure our own conduct to 
see whether it stands up. Then if it does not stand up we have re- 
course to the courts. This brings in the whole field of administrative 
law, of course, which is familiar to all attorneys; where some admin- 
istrative agency has acted capriciously or without warrant of author. 
ity, then the general rule is that you have recourse to the courts for the 
redress of your grievance, and soon. But in this case how can you tell 
whether the Administrator has acted capriciously or without warrant 
of authority since there is absolutely no standard at all except that 
which is for the public interest, which means nothing at all? What 
standard is there? Suppose the Administrator, let us assume for the 
sake of argument, did act capriciously and yielded to pressures toa 
shocking degree, suppose you went to court for redress of your griev- 
ance, where would you start? How could you prove that you had had 
a right violated when the statute does not actually define what your 
rights are? Do you see the thing that is puzzling me and bothering 
me just a little about this? 

American attorneys are trained in the concept of laws and standards 
by which all of our conduct is measurable. Here I see no standard. 

ere is a particular would-be patentee who is denied a patent. The 
Administrator says it is not in the public interest. He says it is. 
Where is the standard to decide whether it is or is not in the public 
interest? Suppose he went to court, how could he prove his case with 
no standard to which he could repair to show that the conduct failed to 
measure up to that standard? Would you like to discuss that fora 
moment, if you have a thought on it? 

Mr. Watson. I haven’t a very good answer to that one because 
I think you are correct when you say that the wider the discretion 
vested in the Administrator, the more likely that there would be some 
incident arise in which there was dissatisfaction on the part of one or 
another engaged in the performance of research contracts. 

However, we have the example, I think, of the Department of De- 
fense which has operated for a long time without any statutory author- 
ity, merely with an internal regulation. 
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Now, of course, in that instance all the title has gone to the re- 
garch group without question and, hence, there has been no possible 
tiff, complainant, you might say. Now, you visualize a situation 


jp which the Administrator says that he is not going to give to the 


search contractor title to a patent. 

Mr. Kine. Yes. 

Mr. Watson. And he is going to have it assigned to the Govern- 
gent and the contractor gets nothing but, perhaps, a license. 

Mr. Kine. Yes. Mr. Johnson this morning suggested three or four 
situations in which the patent would be denied, and I think his reason- 
ing was very good. I thought he was very sound in what he said. 
But, again those were his standards or the standards of the administra- 
tin. There is nothing in the law that said that that was the case. 
There again you have what seemed to be an arbitrary position to 
hich somebody might take exception. 

Mr. Watson. Well, I can conceive of the possibility, of course. 
The whole intent of the proposed change, as I understand it, is to 
ileviate dissatisfaction which has already made itself known, dissatis- 
faction of contractors. And if you give away title, as I believe that 
the Administrator would be likely to do, you will then have no suits 
tall. But < og think, perhaps, that some member of the public might 
aggrieved 

Scena, Yes. Mr. Johnson suggested, himself, that maybe sev- 
aal firms had been working consecutively on a aetna problem, 
ilding up a body of expert knowledge and finally there is a break- 
through and one company happens to be the one that cashes in, so to 
ree on that break-through; they are the ones that actually are on 

scene and they get the patent, but three or four other companies 
feel that they have some equities here, too, they have been in the pic- 
ture for several years and have been helping out and maybe they do 
have some equities and yet the Administrator, let us say, gives the 
patent to this last-named individual that happened to be on the scene 
it the exact moment that the break-through occurred; the others are 
werieved and they go to court, but as I say there is absolutely no 
tandard set up by which they can define their rights, if any. So that 
isthe problem that concerned me a little. 

Mr. Watson. I think you have put ‘tae finger on, really, a 
dificulty. The Administrator would have a most difficult decision 
tomake in the event that an invention of great importance should 
eentuate, in which one group had made a principal contribution, but 
towhich others thought that they had also contributed. 

Mr. Kino. Yes. 

Mr. Watson. In the event that the proposed statute became law 
the Administrator would then be under very considerable pressure. 
But I do not. see how you could ever enact a law which would hel 
him very much by clearly defining what he shall do and what he shall 
wt do under any certain circumstance, because there would be too 
re circumstances, too many different situations. At least I cannot 
hink of any offhand. I didn’t come prepared to answer your ques- 
tion, I will say that. 

Mr. Kino. es, I understand. I can see the problem. And the 
fact that it has worked at least reasonably well in the Department of 
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Defense would suggest that maybe the problem is not quite as serious 
as it might seem on the face of it. 

Mr. Watson. I think that time will show that to be the fact. 

Mr. Kine. Let me move to one other area for just a moment, 

Suppose one were to take the position that he felt that the Govern. 
ment had a real interest in these patents, patents that result from 
Government-sponsored research contracts; 1f one takes that as his 
hypothesis—that the Government has an interest in these patents even 
where they are turned over to the inventor—would you see anythi 
basically unsound in working out an arrangement under which the 
Government would share, on an equitable allocation, share in the 
royalties that this patentee might receive over the years from the 
fruits of this invention ¢ 

Mr. Watson. I have never been in favor of that. 

The Government, if it is willing to bring suit for the enforcement 
of the patent, as would a private owner, would then be entitled to 
receive part of the proceeds of the suit, but unless it is willing to bri 
suite for infringement I think that it would not be appropriate for 
the Government to be a recipient of a share of the royalties. 

Mr. Kine. Why should it not be willing to bring suit? Let ug 
suppose, for example, the Government spends, we will say, $10 million 
on a particular research contract, as a result of which two or three 
rather ingenious inventions are forthcoming and some very valuable 
patents; well, the Government has a $10 million investment in those 
patents, why should it not get some of the returns ? 

Mr. Watson. Well, I instinctively recoil against any suggestion 
that the Government engage in patent exploitation for profit. The 
Government represents the oes it considers the inventions made 
by a citizen of the country submitted to it in an application for patent, 
it carefully evaluates the invention against the prior art and issues to 
the inventor a document which is specifically tailored to the invention 
and is a measure of the contribution which the inventor has made, 
Now, that is a proper governmental function and a very valuable 
one, a very important one. 

However, I have always had a strong feeling that that is where the 
governmental function ceases; that the patent is an instrument of 
competition, and a strong instrument of competition and, under our 
free enterprise system, should be in the hands of someone outside of 

vernment who will use it as intended. And the Government had 

tter refrain from prosecuting infringement suits, not engage in 
them, and shall not put itself in the position of an ordinary commer: 
cial corporation engaged in manufacture, and in competition with 
its own citizens. 

Mr. Kine. Mr. Watson, at the time our patent laws were first de- 
vised shortly after our Government was launched, the amount of 
Government-sponsored research contracts, I assume, was negligible. 
I do not know whether the Government was sponsoring any research 
back in the 1790’s. Today, if my memory serves me correctly, the 
Government is sponsoring over 60 percent of all the research and de 
velopment in this country. I believe I am correct on that. In any 
event, it is a tremendous figure. It is over half. Now that is some- 
thing that certainly was not contemplated by the Founding Fathers, 
but nevertheless it is here and we have to accept that as our starting 
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point. And all of that R. & D. is being paid for, of course, by the 


ayers. 

We ], doesn’t that call for a little bit of a shifting in our thinking, 
then? Here the taxpayers have invested literally ‘billions, literally, 
tremendous segment of our national budget goes to this R. & D. 
york, and as far as I can tell it is getting bigger every year. So I just 
mise the question, with such a tremendous investment, do we not 
recoil just a little bit at the idea of using the taxpayers’ money to 
france these high-powered inventions and getting these valuable 

tents and then kissing them goodbye, so to speak, forever, as far 
jsthe good that the Government and the public as a whole gets? I 
alize they go to private industry and indirectly that in turn gets 
back into circulation and the public benefits that way, I understand 
that. Iam 100 percent sold on our patent laws. My questions do not 

t for a minute that I am questioning the basic concepts of patent 
jw. But I am just suggesting that the fact that now the Government 
i8 ing on some 60 percent of all R. & D. in this country, does that 
jot call for a shift in our thinking and might we not accommodate 
wurselves to the idea that maybe the Government can retain a little 
fnancial interest in these patents which it has paid for by so many 
hard-earned taxpayer dollars? 

Mr. Watson. Well, I realize, Mr. King, that conditions have 
changed since 1790. I remember that our first President, in his mes- 

to the Congress, recommending that it pass, under the authority 
of the then new Constitution a patent law, said that the purpose was 
to attract, to stimulate not only potential inventors in this country 
but to bring into our economy the inventive thoughts of those in other 
wuntries. The first patent which was issued was on a simple method 
ofmaking potash. Now, very few patents were issued until the law 
yas changed in 1836, and from then on 3 million, approximately, have 
been issued. Probably research expenditures even 10 years ago by 
Government were very small. And we have now this enormous ex- 
diture to which you have just made reference. So, conditions 
ve radically changed. But, do you not think that much of the 
search money that is being spent is really defense money ? 

Most of it is spent in the hope of developing inventions which will 
keep the country in a state of—in a proper defensive posture, put it 
that way. And as I recollect the figures, only 15 percent is spent for 
ither purposes, something like that. And in fein ing about—in 

ding money for defense I place that money in a different category 
money spent for business pu ) 

I,to sum up, realize that times have changed, just as you say, but I 
ralize that 1 have not changed and so I say: Let the Government 
keep out of patent exploitation, let it issue patents to those who will 
ise them in the manner which patents should be used and let it not 
we infringers, and if it will not sue infringers and enforce its patents, 
itis then in no position to collect any royalties. That is my offhand 
judgment, I am sorry I did not have a little time to prepare for this. 
might have done a litle bit better in my answer. 

Mr. Kine. I aprenate your candor, Mr. Watson. I appreciate 
your answers and I do not want any inferences to be drawn from the 


questions that I asked. I, myself, have not made up my mind on this 
very controversial point, but in order to stimulate a healthy discussion 
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I feel it best that we bring out all — and all possible questions and 
it is in that spirit that I asked the questions and I appreciate your 
answers. 

That is all I have. 

Mr. Mr. Daddario. 

Mr. Dappario. Just one point, Mr. Watson. I think you hit the 
core of this problem earlier in one statement you made in which yoy 
said that you felt that under these present provisions it was likely that 
there would be no stimulation for an inventor to get a group of people 
to get capital together-—— 

. Watson. I could not quite hear you, I am awfully sorry. 

Mr. Dappario. In one of your statements earlier I think you hit the 
core of this problem when you said that you felt there was a likeli. 
hood that there would be no stimulation for an inventor or for a gro 
backing an inventor to get together the necessary capital, to buil 
a factory, in order to produce the goods to get them into the stream of 
the economy, the commerce of the country, and that this was one of the 
problems, and I agree with you. _ j 

However, I wonder if this is just a theory or if you have any con- 
crete reasons for believing that the section 305 of the Space Act, as 
it is now set forth, does in fact slow down this process of invention, 
backing, and production, as we understand it. 

Mr. Watson. No, I have no facts which are particularly related 
to the Space Act. 

Mr. Dapparto. Do you believe, however, that the Space Act, as it 
stands, from your broad experience, could slow down this process? 

Mr. Warson. Yes, if I understand you, I believe that the Space 
Act, which a parently requires the Administrator to take title in the 
name of the United States to all patents which eventuate from research 
paid for by the Government, would take those patents away from 
possible exploiters of that invention, and to that extent would deprive 
the country of the best way of realizing technological advancement 
with respect to those inventions. 

Mr. Dappario. And it is because of that that you base your various 
conclusions that a change is contemplated at the moment, and a change 
in the direction as recommended by NASA at the moment is a step 
in the right direction ? 

Mr. Watson. Yes, I do. 

Mr. Dappario. Thank you. 

Mr. Mr. Yeager? 

Mr. Yeacer. Mr. Commissioner, in section 305(c) it says at the 
beginning that— 

No patent may be issued to any applicant other than the Administrator for 
any invention which appears to the Commissioner of Patents to have significant 
utility in the conduct of aeronautical and space activities— 

unless certain procedures are complied with. How do you determine 
what applications may have significant utility for space investigation, 
or do you just go on the basis that if it looks as though it has any 
utility that this is a significant utility ? 

Mr. Watson. No. The Administrator has supplied to the Patent 
Office a schedule of categories—of general categories of inventions, 
which categories might include inventions which would be of interest 
to the Administrator, and the Patent Office notifies the Administrator 
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gnd renders access to him or to his agents the applications which fall 
within those categories. So that the study of new applications sub- 
mitted to the Patent Office is in that way narrowed down to a relatively 


Mr. Yeacer. You depend almost exclusively then on the informa- 
tion wee NASA has given you as to the areas in which they are 
interested 

Yr. Watson. Yes. And they, of course, come in and study the ap- 
jications. The whole thing is very flexible. If, for instance, the 
\dministrator should suddenly decide that he wanted to see applica- 
tions classed in another category, he would be given access to those. 

Mr. Yeacer. One other question along a different line. Assuming 
that you do not have a statute to guide you in matters of this type, 
and When the contract is drawn up nothing is mentioned about the 
ownership of inventions, nevertheless some significant inventions come 
out of this; where does the ownership ordinarily reside in cases of 
that type 

Mr. ieee, Now let me—you say there is a contract, between the 
Government and the contractor / 

Mr. Yeacer. Yes. 

Mr. Watson. And nothing whatever is said about inventions—— 

Mr. Yeager. Nothing is specified. 

Mr. Watson (continuing). About the ownership of any invention 
which might eventuate ? 

Well, as I understand it, one section of the proposed law would 
cover that situation. 

Mr. Yeacer. Yes. This would be required by statute, that they 
put something in there to cover it. 

Mr. Watson. Yes, if the statute were effective, then the Adminis- 
trator could waive any right to that invention. There has to be a 
contract, of course, as I understand it, to establish relationship be- 
tween the parties. Then, if an invention is made, and in the absence 
of any clause in the contract which assigns it either to the Govern- 
ment or the contractor, the law would take effect, the invention would 
have to be disclosed and the Administrator would have the right to 
ote his claim to title, as I understand the intent of that section of 

aw. 

Mr. Yracer. Suppose we did not have this statutory provision, 
though, at all, and nothing was mentioned in the contract? 

Mr. Watson. And you just had a contract for research ? 

Mr. Yeacer. To do research. 

Mr. Watson. It would be a very unusual research contract if it 
sid nothing about the possibility of an invention resulting. But on 
that assumption I would say that the likelihood would be that the 
entractor would be obligated to transfer title to the person who pays 
for the research, because it is certainly true that if a man is employed 
todo research he is employed to do research and to give the full bene- 
fit of the research to the man who pays for it. I would think that in 
ilmost every instance it would be only fair—and I believe lawful— 
for the employer to insist upon transfer of title. I distinguish the 
case of the research contractor from the usual employer-employee 
lationship. 
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Mr. Yeracer. How does industry handle that type of thing? Ay 
you familiar with that ? 

Mr. Warson. Well, industry is very particular, and I doubt that 
you would find many contracts for research which didn’t say, in each 
that the proceeds of the whole effort were to be realized—the benefits 
of the whole effort, including inventions, were to be realized by the 
person who puts up the money. 

Mr. Yracer. Thank you very much. 

That is all, Mr. Chairman. 

Mr. Mr. Carstarphen. 

Mr. CarstarPHEeN. Mr. Commissioner, I quite agree with you that 
any law that requires one office to cause my office to do more wo 
I would want to change it, too. Seriously, I quite agree with you 
that I think section 305 does put some very heavy burdens on your 
Department. You answered Judge Chenoweth earlier that if section 
305 were striken it would grant you some administrative relief? 

Mr. Warson. Yes. 

Mr. CarsTarPHEeN. Now, overlooking other considerations for the 
moment, the undue administrative burden, the question of determina. 
tion of significant utility, and so on; but section 305 is patent law, and 
you as the Commissioner of Patents, considering that section 305 estab- 

ishes certain guideposts, certain standards, that Mr. King spoke of, 
in that the Administrator must make certain determinations; nov, 
sir, do you think that section 305 would be effectively administered 
without section 305(c) ? 

Mr. Watson. Section 305(c) ? 

Mr. CarsrarPHEN. That is the provision there that deals mostly 
with you, sir. 

Mr. Watson. Yes. The burden of obtaining written statements 
would then be on the Administrator. But I see no reason why he 
could not make sure that patents were not improvidently issued to 
persons who are not entitled to receive them, as long as he has a 
as he will have access, to all applications pending in the Patent Of 
fice which have any pertinency whatsoever. 

Mr. CarsTarPHEN. Would you care to give us an opinion as to 
your thinking on those so-called standards, as I used the term, that 
are set forth in the preamble of section 305(a)(1)% In your opinion, 
sir, are those broad enough ? 

Mr. Watson. You mean of the proposed law ? 

Mr. CarsTarPHEN. No, sir; I am speaking of section 305 as it is 
presently written. 

Mr. Warson. As it is written ? 

Mr. CarsTarPHEN. In your opinion would those suffice to establish 
the standards, to some degree, that Mr. King spoke of earlier? 

Mr. Watson. Now, you speak first of section 305(a), is that it? 

Mr. CarstarpHeNn. Which gives the various grounds upon which 
the determinations must be made. Would those form a basis of 4 
set of standards that you and Mr. King discussed ? 

Mr. Watson. Well, I am thinking that one over. 

I would relate it to the— 
work he is employed or assigned to perform or that was in the scope of his 


employment duties during working hours, contribution by the Government of 
the use of Government facilities— 
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and so on, that would be a pretty tight standard. 

Mr. CarsTarPueEN. It is your feeling, then, sir, that those standards, 

ifyou call them that, would: be too stringent / 
r. Watson. I think so. 

Mr. CarsTarPHEN. One last question, if you will, please, sir. 

Mr. Warson. I have never agreed that similar phraseology which 
has appeared before at various times in public documents and gov- 
ammental orders was appropriate. It seemed to be a little too hard 
on the employee. 

Mr. CarsTarruen. One last question, please, sir. Do you feel that 
this underlying philosophy that we are discussing here could be ful- 
filled, that the Gereenient and the public’s interest generally could 
ie protected by the publication of the results of Government-financed 
research, rather than going through the involved process of securing 
the formal patent ? 

Mr. Watson. Legislation would be required, but a simple law could 
be readily enacted, I think, and would be largely supported, the pur- 

rt of which would be to make a publication for certain purposes a 
constructive reduction to practice. 

We would have to have legislation in order to fully protect the 
Government, but that could be easily worked out, and it has already 
heen suggested. By “protect the Government” I mean with respect to 
the date at which what we call a constructive reduction to practice 
took place, which is a date of great importance when there is a con- 
test between two rival inventors who seek to patent the same invention. 
The date of a constructive reduction to practice is the date upon which 
a application for patent is filed in the Patent Office, and that is a 
matter of considerable legal importance in an interference contest. 

Now, publication would be pear practical, and would be pre- 
ferred in many instances, if the publication would have that same 
affect. 

Actually, the Government is now becoming one of the largest 
owners of patents. It would be a helpful thing if a good many inven- 
tions made and developed by employees of Government, and some 
made under arrangement with contractors, could be published rather 
than patented, because we have a large group of person employed by 
Government preparing applications 5 patent, submitting them to the 
Patent Office, and a large group of examiners examining those same 
eens: and then when the patents issue, they are little more 
han publications because they are not used as patents. 

So there would be some economies realized if that expediency were 
rsorted to. 

Mr. CarsTarPHEN. What we are primarily concerned with here, it 
xems to me, is the prevention of any extraordinary item from falling 
inthe hands of one company or one group so that it would prevent our 
_ effort. So therefore, our underlying philosophy, then, sir, is 

t we want these prime inventions, if you will, for the use of all. 
Would it suffice if mere publication of the results of this invention 
which the Government might ultimately take title to be sufficient ? 

Mr. Watson. Well, I come back to my original thesis, that to pro- 
tect the Government fully when it publishes instead of filing a patent 
tpplication, there should be some change in the law to give the publica- 


tion the same dignity, the same legal importance, as the filing of a 
patent application. 
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Mr. CarstTaRPHEN. Thank you, sir. 


Mr. Mrreuetit. Mr. Commissioner, I know I am speaking in behalf | 


of all the members of the committee in saying that we certainly g 
preciate your appearance, and most particularly your testimony, ] 


think that such candor is most fine before a committee, and you | 


leave no fyaeaticn in anyone’s mind as to how you feel about this 
particular legislation and patents in general. 

Mr. Watson. Well, I thank you very much, Mr. Chairman, 

I am a little sorry I didn’t know that some of these questions were 
coming, and the import thereof, or I might have been prepared g 

r. HELL. My personal judgment of your preparedness js: 
I think you did well. 

Mr. Watson. Thank you, sir. 

Mr. Mitrcneiy. Thank you very much. 

The next witness is Mr. John C. Green, Director of the Office of 
Technical Services, Department of Commerce, executive director of 
the National Inventors Council. 

We are pleased to have you back before us again, Mr. Green. You 
were here earlier before the full committee in I believe the hearings 
on dissemination of scientific information. 

Mr. Green. That is quite right. 

Mr. Mircuei.t. Weare happy to have you back. 


STATEMENT OF JOHN C. GREEN, DIRECTOR OF THE OFFICE oF 
TECHNICAL SERVICES, U.S. DEPARTMENT OF COMMERCE 


Mr. Green. I have a prepared statement. I regret I do not have 
copies to circulate. My office has been concerned with the patenting 
abroad of Government-owned inventions, and I understand that this 
committee would like some information on our experience during the 
time that we have been concerned with this program. 

On June 14 of 1947, the President issued an Executive order, No. 

9865, which provides for the protection abroad of inventions resulting 
from research financed by the Government. Paragraph 3 of the 
order states that— 
The Department of Commerce shall determine whether, and in what foreign 
jurisdictions, the United States should seek patents for such inventions and, to 
the extent of appropriations available therefor, shall procure patent protection 
for such inventions, taking all action, consistent with existing law, necessary 
to acquire and maintain patent rights abroad. 


The order also charged the Department of State with the responsi- | 
bility of negotiating multilateral accords in which each participating | 


government would grant the others royalty-free licenses to the patents 
it has acquired in countries other than its own. 

Following the issuance of this Executive order, the Secretary of 
Commerce delegated responsibility for the foreign patent program 
to the Office of Technical Services. Direct liaison was established 


with agencies having domestic patent holdings and the office began 
receiving reports on inventions on which the Government might file 
foreign applications. 

A budget request to cover staff and fees to patent. attorneys was 
denied—apparently on grounds that the Executive order was not 
a proper basis for an appropriation request to the Congress. 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 117 


jeft our office in the position of drawing on our regular operating 
funds, plus dependence on industry to underwrite the cost of obtain- 
ing patent protection abroad. : 

Pit ween. October of 1947 and November of 1950, we issued 8 
announcements listing 847 inventions. The purpose of these an- 
nouncements was to invite industry to assist in the financing of the 
rogram. Industry received this approach with small interest. One 
reason for this attitude was that the Government’s policy required that 
the financing of the applications and the maintenance of the patents 
would not be accompanied by any special preference in terms of 
licensing to the sponsors. wal 

The exception to this industry attitude came from a few firms in 
the pharmaceutical industry, which underwrote the costs of obtaining 
protection abroad on a selected group of Government-owned synthetic 
antimalarials. 

There was a later Executive order, 10096, issued on January 23, 
1950. Section 5 of that order transferred to the Chairman of the 
Government Patents Board the functions and duties of the Secre- 
tary of Commerce and the Department of Commerce under the earlier 

rovisions. Later, by an administrative order, the Chairman of the 
Bbremnment Patents Board redelegated these operational functions 
to the Department subject to his nage! . We have employed three 
devices to obtain financial support for this program. No one proved 
particularly successful. 

First, we endeavored to underwrite the cost of patent procurement 
from funds already allocated by the Congress. e were able to find 
some $17,500 for this purpose, and these were expended largely to 
obtain patent protection on a group of radio and radar inventions. 

Next, we endeavored to obtain industry aid. As I said before, cir- 
culation and invitation to industry was largely unproductive. The 
major exception, the one of the case of antimalarials, I believe the 
figures were about $35,000 put up by a group of industries, and there 
was a special patent application relating to a product called prima- 

uine, which one tapi ree @ firm agreed to finance, and I believe 

,000 was expended for its protection. 

Our third method of seeking to obtaining financial support was 
direct budget requests. None of these survived the Budget Bureau 
until 1952, when they authorized a request to Congress of slightly less 
than $30,000. This was not atipiroved by the Congress. 

With this discouraging financial picture, our Department’s efforts 
from then on consisted of little more than receiving these reports from 


| the several Government agencies and receiving these reports from the 


several Government agencies and relaying them to industry. 

Well, since this proved relatively useless, in April of 1955 the 
Secretary of Commerce requested the Budget Bureau to amend or 
cancel the Executive order under which we had been assigned these 
responsibilities. There were two reasons for this action: (1) in- 
~ gh disinterest in a program allegedly designed for their benefit, 
an 


and (2) the fact that a series of international agreements had come 
into being with NATO countries, and these contained patent exchange 
clauses which would insure access to foreign inventions owned by their 
governments which were employed for mutual security. 
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The Secretary’s recommendations resulted in a letter from the 
Chairman of the Government Patents Board, May 1955, which had the 
effect of suspending the Department of Commerce participation jn 
the program. 

It should be noted that removal of the Commerce Department from 
the program does not mean that Government agencies may not obtain 
foreign patents. Instead, the authority to obtain such patents reverted 
to the agencies which had sponsored the research. They may choose 
to acquire foreign patent protection if they believe it is in their best 
interest to do so. 

As far as I know, few if any of the civilian agencies consider the 
procurement of foreign patents worthwhile. There are occasional 
situations in which the problem is given serious consideration. For 
example, there is a recent case in which the National Institutes of 
Health has title to a synthetic narcotic titled “Phenazocine” It 
seemed to the officials at NIH that it might be worthwhile to obtain 
foreign patent protection on an invention of this nature, but they 
didn’t see how they could police its manufacture or use in foreign 
countries. Therefore, they asked the World Health Organization 
whether the invention could be turned over to them for patenting, 
licensing, and administration. The World Health Organization de- 
clined. NIH then examined the problem further and decided to pub- 
lish the information in a reputable scientific journal. They feel that 
such publication will make it reasonably certain that no one may ob- 
tain a patent in his own name in a foreign country and thus obtain a 
control of manufacture through the patent. 

Further, when they receive foreign inquiries for technical informa- 
tion, they notify the inquirer that the invention is a synthetic narcotic 
and therefore subject to governmental controls. 

In view of this, they suggest the inquirer present his inquiry 
through governmental channels. They believe that this technique 
insures that the information is divulged to reputable manufacturing 
organizations and constitutes the best all-around solution to their 
problem. I understand NIH plans to use publication instead of for- 
eign patenting as a general rule in the future. 

That completes my statement, sir. 

Mr. Mircnety. Thank you very much, Mr. Green. 

Judge Chenoweth ? 

Mr. Cuenowetu. Do you have any observations on the present 
legislation or proposal ? 

Mr. Green. Nothing to add to the Commissioner’s views at all. 

Mr. Cuenowern. Have you had any opportunity to study that or 
make any comments? 

Mr. Green. I think the Commissioner covered it very well. 

Mr. Cuenowetu. I was going to ask the Commissioner, I will ask 
you briefly: Has there been any criticism of the Defense Department 
policy in permitting the inventor to retain title to the patent? Has 
there been any fundamental moral issues involved there that have 
brought about any discussion or speculation or perhaps, let’s say, 
criticism that: here is the Government spending large sums of money 
and giving the inventor the full benefit ? 

Mr. Green. I believe there have been some general observations, 
such as Mr. King raised earlier in discussion with the Commissioner. 


tions, 
ioner. 
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Mr. Cuenowetu. This Defense Department policy was established 
after long and prolonged, I suppose, very serious deliberations. Did 
you participate in those 

Mr. Green. No, sir; but I think I am right in saying that the De- 
fesse Department has certain objectives. They want to enlist the 
jest brains in the country in their research. They want to buy their 
research as cheaply as possible. They have no interest in the com- 
mercial byproduct, because they are not in commerce, as such. There- 
fore, if it constitutes an incentive to the company to retain the com- 
mercial rights, then Defense, I would say, is reasonably willing to 
accommodate themselves to this position. 

Mr. Cuenowern. Now, this program that you referred to, as a 
result of the Executive order back in 1947, which you say was a fail- 
ure, you say largely because of the fact that there was no incentive 
provided for private industry, those who might be interested, they 
were not attracted to it at all? 

Mr. GreEN. Yes, sir. In effect we said to them: You pick up the 
check, but anyone may have a license. And industry said: Well, why 
should we underwrite the costs of this program if we get no special 
advantages’ This is not a realistic attitude. 

Mr. Cuenoweru. In this situation the Government is underwriting 
the costs largely, in our present program ? 

Mr. Green. Well, I was just talking about the procurement of 
foreign patents as distinguished from the underwriting of research. 

Mr. Cuenowetu. We have a little different situation here where 
Government money is involved. Now what do we have to do to pro- 
vide that incentive then for those who have the desire and the capacity 
and the know-how to proceed with their inventions? Is the ownership 
aquestion which is involved in that usually, or not ? 

fr. Green. I am speaking as one of the people in the Commerce 
Department which is concerned with fostering of industry, and we 
believe that if you want to introduce an invention you should turn 
it over to the people who are in the business of commercial introduc- 
tion, and this is industry. 

Mr. Cuenoweru. And that applies to a military weapon the same 
as anything else ? 

Mr. Green. Well, of course the military must have a license for 
broad governmental purposes, but I would like to divide between 
the governmental purpose and the commercial purpose. The mili- 
tary say: We are not in the business of commercial introduction. 
What good would it do for us to retain commercial rights? But of 
course they must retain rights to manufacture and use the weapon 
which is covered by the patent. 

Mr. Cuenoweru. Are commercial and military rights spelled out 
inthese contracts ? 

Mr. Green. Oh, yes, sir. 

Mr. Cuenowetu. Very specifically, are they? 

Mr. Green. Yes, sir. 

Mr. Cuznowertnu. There is no twilight zone involved now where 
there is some doubt which category they would be in? 

Mr. Green. I am not an expert in this field, but I think it is quite 
dear that when the Defense Department underwrites the develop- 
ment of a military weapon and an invention results from that re- 
sarch, they have free right to use it, without payment of royalties. 
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Mr. Cuenowetu. That is the Government does? 

Mr. Green. That is right ; yes, sir. 

Mr. CuENowetTH. What about the inventor, what are his rights? 

Mr. Green. Are you considering—— 

Mr. Cuenowetn. From a commercial standpoint ? 

Mr. Green. Are you considering the inventor an employee of 
company 

r. CHENOWETH. Yes, either way ; yes. 

Mr. Green. The normal attitude is that the company retains the 
commercial rights. 

Mr. CuenowetH. And some do have both military and commercial 
application ? 

r. GREEN. Oh, yes, absolutely. 

Mr. Cuenowetu. see. 

mar? in this foreign patent situation, what is our present status 
now 

Mr. Green. The agencies, themselves, make the decision ag to 
whether they wish to file abroad or choose publication. 

Mr. CuEenowetu. They express very little interest, you say? 

Mr. Green. As far as I know this is so. 

Mr. Cuenowetu. You say it is not necessary to obtain a foreign 
patent ? 

Mr. Green. Coming to this series of international agreements m- 
der which the governments of NATO agree to exchange patents with. 
out the payment of royalties I think has been one factor in that 
direction. 

Mr. CuenowetH. That is all. Thank you very much. 

Mr. Mircuett. Mr. King? 

Mr. Kine. I think it oe, MO adequately covered, Mr. Chairman, 

Mr. Mircuety. Mr. Daddario? 

Mr. Dapparto. No questions. 

Mr. CarstarPHEen. No questions, Mr. Chairman. 

Mr. Mircne.t. Thank you, also, Mr. Green. 

Are there any further questions by any member of the committee! 

(No response. ) 

Mr. Mrircuett. Thank you both, gentlemen. The subcommittes 
will be in recess until 10 o’clock in the morning. 

(Whereupon, at 3:58 p.m., the subcommittee was adjourned, to re 
convene at 10 a.m., Tuesday, December 1, 1959.) 
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PROPERTY RIGHTS IN INVENTIONS MADE UNDER 
FEDERAL SPACE RESEARCH CONTRACTS 


TUESDAY, DECEMBER 1, 1959 


House or REPRESENTATIVES, 

SuBCOMMITTEE ON PaTENTs AND ScrentiFic INVENTIONS, 

ON SCIENCE AND ASTRONAUTICS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., in 
room 214-B, New House Office Building, Hon. Erwin Mitchell (chair- 
nan of the subcommittee) presiding. 

Mr. MircHe.u. The subcommittee will be in order. 

At the outset I would like to state if there is no objection we will 
lave the record open for the purpose of filing statements until 
December 18. 

Mr. Yeager, you have an announcement, I believe, initially this 


Mr. Yeacer. Yes, Mr. Chairman. We had initially scheduled Mr. 
Heywood Brown to appear this morning, who is Chief of Patents for 
the Department of Justice. Mr. Brown was unable to be here. The 
of his appearance was to have covered the patent policies 

which are followed in contract research of Government agencies other 
than the four major ones appearing before us. In lieu thereof, I 
would like to get the committee’s permission, if I may, to contact 
ach of the other Departments and ask them to submit a statement for 
the record which will cover the manner in which they handle their 
research contracts and patent problems. 

Mr. Mrtcuety. If there is no objection, it is so ordered. 

We are privileged this morning to hear, first, from Mr. Roland 
Anderson, Assistant General Counsel for Patents, Atomic Energy 
Commission. 


STATEMENT OF ROLAND A. ANDERSON, ASSISTANT GENERAL 
COUNSEL FOR PATENTS, ATOMIC ENERGY COMMISSION 


Mr. Anperson. Mr. Chairman, members of the committee, it is in- 
deed a pleasure for me to meet with the House Committee on Science 
ind Astronautics and present a statement as to the patent policies 
and practices of the U.S. Atomic Energy Commission. 

ere are three primary sources of inventions and discoveries with 
which an agency or department of the Government, such as the AEC 
or NASA, mes involved. First, there are those inventions or 
discoveries resulting from Government sponsored research and de- 
velopment contracts; second, inventions or discoveries of employees 
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and consultants; and third, inventions or discoveries submitted by 
outsiders. 

Since the handling, treatment and disposition of inventions and 
discoveries resulting from Government sponsored contracts is the — 
most important phase of the patent program of a department or 
agency, consideration will be given first to that aspect of the U.S, 
Atomic Energy Commission’s program. 

The Commission has pursued a policy in its funded research anq 
development and operating contracts of employing patent. provisions 
under which the Commission is in position to acquire all rights jp 
inventions and discoveries in the atomic energy field. This policy 
was initially promulgated by the Commission’s predecessor, the Man- 
hattan Engineer District, and is in general, similar to the usual com. 
mercial and industrial practice where the private sponsoring compan 

nerally acquires all rights in inventions and discoveries that result 

om the privately sponsored and funded research and development 
work. 

It is the Commission’s view that where the Commission sponsors 
and pays for research and development in the field of atomic energy, 
the resultant inventions and discoveries should be the property of he 
Government for the benefit, not only of the particular contractor, but 
of the general public. This policy of the acquisition of all rights in 
inventions and discoveries in the atomic energy field, together with 
a corollary technical data provision under which the Commission 
acquires rights in the data to use the same as it sees fit, has permitted 
the Commission and the Government generally, complete freedom of 
action as respects the dissemination of scientific and technological 
atomic energy information prepared and developed under Commission 
contracts to the entire public, in the public interest and not just to 
contractors and other selected groups. The Commission’s ownership 
of the rights in the discoveries and inventions in the atomic ener 
field has avoided the granting of special privileges and the establish 
ment of preferred positions by its contractors. 

One of the present effects of the AEC patent policy is that all w- 
classified and declassified technological and scientific information pre- 
pared and developed by the Commission and its contractors is avail- 
able to every company presently engaged in atomic energy work, 
Everyone is entitled to use the scientific and technical data and the 
inventions and discoveries that have resulted from Commission con- 
tracts. This utilization of technology would not be possible under 
a program that provided only for royalty free use by the Government. 

This policy, although adopted during the early days of the Man- 
hattan Engineer District program, has been implemented by the statu- 
tory provisions of the Atomic Energy Act of 1954. The 1954 act has 
three sections dealing specifically with the rights of the Commission 
in inventions and discoveries resulting from or arising out, of Com- 
mission contracts. The section most often mentioned in this respect 
is section 152 under which : 


Any invention or discovery, useful in the production or utilization of special 
nuclear material or atomic energy, made or conceived under any contract, sub- 
contract, arrangement, or other relationship with the Commission, regardless 
of whether the contract or arrangement involved the expenditure of funds by 
the Commission, shall be deemed to have been made or conceived by the Com- 
mission, except that the Commission may waive its claim to any such invention 
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or discovery * * * under such * * * circumstances as the Commission may 
appropriate. 

This section further provides that no patent useful in the production 
or utilization of special nuclear material or atomic energy shall issue 
in the absence of — 
qa statement under oath setting forth the full facts surrounding the making or 
conception of the invention or discovery described in the application and whether 
the invention or discovery was made or conceived in the course of, in connection 
with, or under the terms of any contract, subcontract, arrangement, or other 
relationship with the Commission. 

The remainder of the section sets forth a prosdine whereby the 
Commission may initiate a proceeding in the Patent Office to acquire 
the rights in any such invention. 

The other two sections of the 1954 Atomic Energy Act applicable 
to the acquisition of inventions, discoveries, and patents are sections 
9and 161(g). 

Section 159 provides that— 
nothing in this Act shall effect the right of the Commission to require that 


patents granted on inventions made or conceived during the course of federally 
fpanced research or operations, be assigned to the United States. 


Section 161(g) provides that the Commission may— 


acquire, purchase, lease, and hold personal property, including patents, as agent 
of and on behalf of the United States. 

Let me briefly review some aspects of the specific patent contract 
provisions now used to implement the foregoing general policy and 
statutory authority. 

The specific patent articles used by the Commission generally in 
research and development contracts reserve to the Commission the 
right to determine the disposition of title to and rights in and to any 
inventions or discoveries made or conceived in the course of, in con- 
nection with, or under the terms of the contract. Thus, the language 
of the contract provision parallels the present statutory phraseology. 
In instances where the contractor has an established industrial and 

tent position in the nonnuclear field and the research is conducted 
in other than a Commission laboratory, or Commissioned-owned or 
operated facility, the article employed provides for the contractor’s 
retention of at ‘dent a nonexclusive license. If, in addition thereto, 
the research and development work relates only incidentally to basic 
research of the Commission and results from more or less routine 
development work, the contract provision used provides for the reten- 
tion of a sole license—except as against the Government—in the con- 
tractor for purposes other than for use in the production or utiliza- 
tion of special nuclear material or atomic energy. 

The statutory language, hereinbefore quoted from section 152, not 
oly refers to contract and subcontract inventions, but to inventions 
or discoveries made or conceived in the course of, in connection with, 
or under the terms of any “arrangement or other relationship with 
the Commission.” The Commission, as noted, was granted authority 
to waive rights in inventions under appropriate circumstances. While 
the Commission has not accorded general waivers as respects atomic- 
energy inventions that are made or conceived in the course of, in con- 
nection with, or under the terms of a contract or subcontract, the Com- 
mission has exercised the general waiver power as to various arrange- 
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ments and relationships, including those arising from AEC servicgg 
and material that are generally available to the public on a nonprefep. 
ential basis, such as to (1) inventions resulting from the sale or dis. 
tribution of stable or radioactive materials, or from irradiation ang 
other services publicly available (10 CFR 83) ; (2) inventions result. 
ing from the use of the gamma irradiation facility at the Nationa] 
Reactor Testing Station at Arco, Idaho (10 CFR 83) ; (3) inventions 
resulting from access permits (10 CFR 25.23b); and (4) inventions 
made under certain grants to educational institutions and training 
programs. A General Counsel’s opinion—February 1, 1956—copn- 
cluded that a license from the Commission was not a contract, arrange. 
ment, or other relationship within the meaning of section 152. 

Where the Commission supports research in a field where the con. 
tractor has already done some research, which we generally describe 
as a “background position,” the Commission also acquires a nonexclu- 
sive license for governmental purposes or some other limited purpose 
in such background contributions, the scope of the background proyi- 
sion being —— upon the facts of the situation and the particular 
purposes of the research and development work. 

e second source of inventions, as noted in the opening remar 

are those that are made by employees or consultants in the course o 
their employment or engagement. The AEC policy has been to have 
each employee and consultant execute an agreement under which the 
Commission is authorized to determine the disposition of rights in 
and to any inventions or discoveries of the employee or consultant, 
The Commission, pursuant to such agreements, has acquired all rights 
in employee’s inventions and consultants insofar as they are useful in 
the production or utilization of special nuclear material or atomic 
energy. In other areas of endeavor the Commission may accord the 
employee or consultant rights, depending on the equities of the given 
situation. 

The third source of invention referred to are those inventions and 
discoveries made by outsiders or third parties without any connection 
or relationship with the Commission. These inventions are the subject 
of special treatment in certain unique patent provisions of the Atomic 
Energy Act of 1954 in addition to the previously referenced section 
152. The first area of uniqueness is that provided for in section 151 (a) 
and (b) that no patents may be secured on any invention or discovery 
“in an atomic weapon.” The area of exclusion is very restrictive for 
by definition of atomic weapon in section 11(d) of the AEC 
even the means of transporting or peopelliig a device is not exclud 
from patenting. It should be noted that any other atomic energy in- 
vention or discovery made or developed by a private party with 
private funds is subject to patenting by such private party in the 
same manner as any other invention or discovery. 

The second difference in the treatment of atomic energy inventions 
or discoveries is provided for in section 151(c) of the 1954 act which 
provides for the reporting of inventions or discoveries or the filling of 
a patent application thereon. 

f the inventor files a patent application then the Commissioner 
of Patents is directed, pursuant to section 151(d), to report such 
patent application on an atomic energy invention to the Commission 
and booed the Commission access to such application. The Commis 
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goner of Patents has reported some 6,700 patent applications since 
Angust 1946 as against some 960 invention reports filed by inventors 
vith the Commission. It might be noted out of those 960, about half 
of them have become subject of patent applications at a later date. 

This would indicate that private inventors in the atomic energy 
feld are more prone to file patent applications than to merely report 
the inventions. 

The third unique provision is section 153, that provides for com- 
pulsory licensing of atomic energy inventions under unusual circum- 
¢ances. This section was extended at the last session of the Con- 

by section 114 of the AEC Authorization Act, Public Law 50 
of the 86th Congress and is in force as to any patent, the patent 
application for which is filed on or before September 1, 1964. The 
ommission has had no occasion to exercise this compulsory licensing 
authority to date. 

The fourth difference in the treatment of inventions and discoveries 
inthe atomic energy field is provided for in section 157, in that as to 
those inventions for which no patent may issue, namely atomic energy 
weapons, as well as other inventions that are reported to the Com- 
mission or that are the subject of patenting action may be the sub- 
ject of a claim for royalties, just compensation or award, as the 
case may be, before the Patent Compensation Board of the Atomic 
Bnergy Commission. The proceedings and standards for these 
types of applications are set forth in section 157 and the rules cover- 
ing the proceedings are set forth in 10 CFR part 30. 

e Commission, pursuant to the foregoing policies and practices, 
has filed both domestic and foreign patent applications when war- 
ranted. 

The Commission is authorized, pursuant to section 161(g) to sell, 
lease, grant and dispose of its personal property, including patents, 
as provided in the act and pursuant to section 156 to establish standard 
specifications for the grant of licenses. The established Commission 
rules for the granting of royalty free nonexclusive licenses is set forth 
in10 CFR part 81. The Ganmanalenl grants royalty free, nonexclu- 
sive licenses upon request to all on its U.S. patents and to U.S. citizens 
mits foreign patents. The Commission has, to date, granted over 780 
nonexclusive, royalty free licenses on Commission owned patents and 
inaddition contractors have retained licenses in some 425 patents. 

The Commission has a portfolio of some 2,225 patents as of this 


There is one other patent provision which the Commission employs 
that may be of general interest, namely a patent. indemnity provision 
in favor of the Government. Where the Commission purchases 
standard or commercial items or where the contract is for services to 
be performed in a manner normally utilized by the contractor, the 
Commission incorporates in such contracts or purchase orders a pro- 
vision under which the contractor indemnifies the Government in re- 
spect of patent infringements that result from the furnishing of such 
standard or commercial components or items, or result from the per- 
formance of such standard services. , 

It is hoped that this statement as to the Atomic Energy Commis- 
sion’s patent policies and practices as well as brief review of the most 
pertinent patent provisions of the 1954 Atomic Energy Act will be 
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found instructive and useful in your studies of the treatment of jp. 
ventions and discoveries on Government sponsored work of the No. 
tional Aeronautics and Space Administration. 

Mr. Mitrcueti. Thank you very much, Mr. Anderson. 

Mr. Quigley ? 

Mr. Quictey. Mr. Anderson, how long have you been with the 
Atomic Energy Commission ? 

Mr. Anperson. I have been with the Atomic Energy Commission 
since the passage of the 1946 act, and before that I was with Manhattay 
District, and before that I was with the Office of Scientific Research 
and Development, with which the birth of atomic energy took place, 

Mr. Quiciey. With that background as an expert witness, could J 
ask for your opinion as to your satisfaction or dissatisfaction with the 
atomic energy patent approach ¢ 

Mr. Anperson. I presume you are asking my personal view now? 

Mr. Quictey. Right, your personal view. 

Mr. Anperson. I feel that in the field of patents, and I have alwa 
felt this, that there is a balance of public interest and equity. Ther 
may be situations which would warrant the Government only acquir. 
ing a nonexclusive license. There may be other situations where it 
would warrant the Government taking the entire right, title, and ip. 
terest. The difference and the basis for that is that where the Gov. 
ernment, as in the atomic energy field, was the sole sponsor in the 
early days, and there was no question of going into a phase of work 
where there was an industrial position. I think the Government was 
justified in taking and acquiring all rights in the inventions. 

I think, for example, in connection with such departments as the 
Department of Agriculture, and I believe their policy is of the charac. 
ter where they try to acquire in their research and development work 
greater rights than a nonexclusive right for the Government—they 
may only require a nonexclusive license with the right to grant sub- 
licenses to anyone. But in the Department of Agriculture, I think 
again it is a situation where if the public is to benefit and they let a 
contract. for research and development work, we will say, to develop 
a new fodder for cattle, or feed, and then they give that contractor 
the exclusive right except as against the Government, the benefit that 
the public is to get out of that may be very little. And consequently 
in that kind of a situation they may be justified in requiring the con- 
tractor to license everyone or to acquire all the rights for the benefit 
of the Government. 

Now, as against that, someone will say that it may be that the 
Government conducts the basic research and then when it gets ready 
to go into the development phases, engineering phase and production 
phase, the Government drops the ball. There may be situations of 
that character in which it would therefore be justified that the con- 
tractor would be said to say: you take an exclusive license for 3, 4, ord 
years, after the development of which you will be required to grant 
licenses either for iavaities or on a nonexclusive basis, free, depending 
upon the situation. 

. For a further example, take the Defense Department. If they go 


to a manufacturer of gears and say “We would like you to do some 
research on gears to develop a little bit better gear because we want 
a stronger gear,” the Government may be perfectly justified in only 
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taking a nonexclusive license. The Government is not in the manu- 
facture of gears. The manufacturer is. Therefore, the public in- 
terest may be perfectly protected. On the other hand, in the field of 
atomic energy today, it 1s unique, you can’t operate a facility without 
a license, you can’t do anything in the technical field of nuclear ener 
without some sort of a permit from the Commission. Further, the 
large bulk of the research is still being Government sponsored research 
work. 

Further, you have the provision in our act which says that we must 
disseminate the scientific and technical information to the general 
public, subject. to security requirements. And if you have that obli- 
gation, as 1 mentioned in my pre ared statement, we have a provision 
which we acquire the rights and in the technical data developed so 
that we can disseminate it. Now, you can’t acquire only a nonexclusive 
license and be in a paren to disseminate that information. Some 
say “Why can’t you?” Well, if you have only a nonexclusive license 
and the contractor has the right to file patent applications, he doesn’t 
want you to disseminate that information until he, if nothing else, has 
filed his foreign applications. 

If you publish before he files a U.S. application, he will be barred 
from filing any foreign applications. 

Now, if he files his U.S. my rg first and then you publish, he 
has a year within which to file, if it is a convention country. On 
the other hand, it may be a nonconvention country, and the contrac- 
tor will say “I don’t want you to disseminate this kind of information 
until I file in all the countries of the world,” if he wants to be that 
kind of a contractor. 

Also, I have felt that the program where you disseminate all the 
sientific information and if we believe in the fact that by disseminat- 
ing the information you get a better all-around viewpoint, then under 
the theory of the Atomic Energy Act that information must be made 
available toeveryone. If you are going to make the information avail- 
able to them and you are not going to let them use the inventions 
because you only acquire a nonexclusive license for governmental pur- 
poses, you might not be fulfilling the intent of the Congress insofar 
asthe Atomic Energy Act is concerned. 

Mr. Quieiry. Now, do I gather from what you have said so far, that 
you recognize, that there is a fundamental ingredient in any sound 
patent approach by the Atomic Energy Commission, NASA, Depart- 
ment of Defense, a certain flexibility to be able to meet the given 
situation 

Mr. Anprerson. This certainly is my opinion. 

Mr. Quietry. With the Atomic Energy Commission, is it the natural 
and normal procedure to take title ? 

Mr. Anerson. In the field of atomic energy, yes, sir. 

Mr. Quiciry. But you do have the right and occasionally you do 
exercise it where you just accept a license, nonexclusive license ? 

Mr. Anverson. In unusual circumstances where the invention is 
such that its primary if not exclusive use is in the field outside of 
atomic energy, we may only take a nonexclusive license. For example, 

mentioned a valve or a pump, a manufacturer develops or improves a 
valve which he already has on the market for our use; in that kind 


of a situation we may only acquire a nonexclusive license for govern- 
mental purposes insofar as the valve invention is to be used generally. 
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Now, insofar as that valve is to be used in the field of atomic ener: 
we would retain exclusive use with the right to grant sublicenses we 
use of that valve for atomic energy purposes. 

Mr. Quictey. The deciding factor is the Atomic Energy aspect? 

Mr. Anperson. Our statutory authority under the AEC Act. 

Mr. Quietry. Aside from the statutory authority which the Cop. 
gress gave you, is that a valid basis for a distinction, which the Con. 
gress has said, and you are acting on, saying that somehow or other— 
and we know the reasons why—that atomic energy is unique, develo 
exclusively by the Government. Now, aside from its history and 
origin, is it in 1959 still a valid basis for—if it has atomic ener 
involved we automatically treat it one way? Is this still a valid 
concept ? 

Mr. Anverson. Now you are saying to me is there a valid reason, ag 
I take it, for treating atomic energy different from other inventions? 

Mr. Quieter. Right. Basically, that is my question. 

Mr. Anverson. There may still be in the field of atomic energy. | 
think this is so because of the developments and progress being made in 
the direction Congress has directed we go. For example, the Com- 
mission has the responsibility not only for the military aspects of 
atomic energy, but for promoting the peaceful uses of it. 

Consequently, if you have the dual responsibility, you ought to have 
the rights that go with that, just the same as with a company going 
out to promote a product. Consequently, if you have the respon- 
sibility to run the atomic energy program, you ought to be privileged 
to disseminate the information, make the inventions useful to every- 
one. I therefore think there is a valid basis aside from statutory 
authority to acquire the rights in inventions. Agriculture has at- 
tempted to acquire in their contracts a right to license and right to 
grant sublicenses, which is the same, in effect. If you have authority 
to grant a sublicense to anyone, that is all that is necessary, except 
in those instances where exclusivity is required to promote the in- 
vention. 

We often hear it requires $3 million or $4 million to promote an 
invention. In those kind of instances there may be reason to give the 
contractor exclusivity for a limited period of time. 

Take the Department of Health, Education, and Welfare; I be- 
lieve they have several policies, depending upon their particular de- 
partment or bureau of the department that operates. They attempt 
in most of their instances—certainly this is true in connection with 
cancer research—to acquire all the rights or freedom of action insofar 
as their research contractors are concerned in the fields of medical 
research. The department of the Federal aviation administration 
acquires greater rights than a nonexclusive license for Government. 

The Bureau of Mines, Department of the Interior, I believe, has a 
policy where these are developments—where they attempt to acquire 
in their research and development contracts greater rights than this 
nonexclusive license for the Government. I think it depends upon 
the purpose of the research, the purpose and function of the agency, 
as well as the kind of research that is being performed. 

The public interest. may be served under certain circumstances by 
the acquisition only of a nonexclusive license. It may better be served 
in other instances—— 
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Mr. Quiciey. In those instances, would the Atomic Energy Com- 
mission be in a position to follow that road ¢ 

Mr. ANDERSON. Yes, sir. 

Mr. Quictey. It would be? 

Mr. Anverson. We do. In other words, in our contract policy we 
do not accord an exclusive license in the outfield, as we call it, that 
is for purposes other than atomic energy, unless the contractor has an 
established business position, has an established patent position, and 
the development work is routine insofar as our contract goes. 

Mr. Quiciey. But let’s get into the nonbackground aspects of your 
problem, let’s get down to the heart of the matter. Could I or could 
any corporation or any contractor or any inventor, in dealing with the 
Atomic Energy Commission, hope to ever acquire title to an atomic 
energy invention with license-free use on the part of the Government? 

Mr. Anperson. If I understand your question correctly, if a private 

rty makes an invention in the field of atomic energy, he can acquire 
exclusive rights, even against the Government, so far as his private 
funded research money goes. If it is Government money in the field 
of atomic energy today, he only acquires, at best, a nonexclusive license 
which permits him to continue to operate, but it does not give him any 
exclusivity as against a noncontractor or the public. _ 

Mr. Quietey. This would be roughly the same policy as followed 
by the Department of Defense? 

Mr. Anperson. No. The Department of Defense only acquires a 
nonexclusive license for governmental purposes, with the contractor 
retaining exclusivity in all fields except for governmental purposes. 

Mr. Quietry. All right. Now, what in your opinion is the justi- 
feation for the difference in approach on the part of the Atomic 
Energy Commission from the Department of Defense? 

Mr. Anverson. I think it is the difference in what the purposes are 
as between different agencies, what the public interest is in one as 
against the other. I think that in the Department of Defense, up 
until 1952, I believe it was, they had two types of provisions, one 
wder which they would acquire all rights in inventions in certain 
areas, where it was basic research, where it was done at a Government 
facility, where there was grouping of five or six contractors to work 
on one problem; they had a provision under which they were required 
toacquire title. 

As an offset against that, they had the other provision where they 
are only entitled to acquire a nonexclusive license. 

To me, the Department of Defense is in position, under the equities 
ofasituation, to acquire title, but they have gone to the other extreme 
of only taking a nonexclusive license. I don’t think, in my own 
thinking, that all situations that the Department of Defense has, 
warrant the Government only acquiring a license. 

Ithink that in most of the situations it may well be that they should 
only acquire a governmental license. I think where they go into an 
industrialist, they are going to perfect a new automobile, new gear, 
radiator, new pump, new heat exchanger, or some such piece of equip- 
nent, it is justified that they should only acquire, or maybe we should 
say that any Government agency should only acquire a governmental 

nse. Where we go into research in a field of the contractor’s busi- 
ness, that is. But the Department of Defense has basic research con- 
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tracts. I think in some of those basic research contracts it is justified 
that the Government should acquire more, and it is a little unjustified 
and not equitable for the contractor, who happens to be the lucky one 
who gets the contract to be in a position to 83 able to exclude every. 
body other than himself and the Government. 

It may well be that the contractor will say “I am not going to 
exclude; I am going to follow a policy of granting licenses at reason. 
able royalty.” He may say this, but will he? I don’t know. 

Mr. Quicitey. What you are saying is that where the thing has 
greater than defense potential, the interest of the public generally 
might best be protected by having the ownership in the Government? 

Mr. Anverson. Might well be. 

Mr. Quieter. Under the Department of Defense authority, they 
could take that position ? 

Mr. Anperson. They can take that position. They did have that 
sort of provision. I think then it was one or the other, you take 
title or take a license only. I think there should be more flexibility, 
In other words, I think a provision which would warrant them to 
administer the thing in accordance with some equitable rules might 
better serve our governmental purposes as well as the industrial 
purposes. 

Mr. Quierry. Let me ask you just other line of questioning. AsI 
understand the NASA proposal, they are in effect saying to the Con- 
gress or to this committee at this time: “We would like it if you would 
give us a certain freedom of movement, a certain flexibility, so that 
when we are dealing with the Department of Defense, we can say to 
the contractor, ‘Look, our policy, as far as patents is concerned, is 
roughly the equivalent of the Department of Defense. We are work- 
ing, and I assume they will be ‘more and more with the Atomic 
Energy.’” They can say to a contractor, “Our policy, as far as patents 
is concerned, is roughly the same as the Atomic Energy Commission.” 
Yet they would still retain the basic right, so that when a unique 
special situation came up involving space technology they would be in 
a position to say whether they were dealing with the contractor di- 
rectly or in association with the Defense Department or the Atomic 
Energy Commission, “We think this is a unique situation and NASA 
is going to exercise its power to take title in its name.” 

Now, that may be an oversimplification of what they are suggesting 
here, but do you believe that what they are suggesting is an improve- 
ment over the present situation, is a movement in the right direction, 
or are they just marking time until the dust settles and we have an 
opportunity to get a little further into the space age, find out where 
we are going ? 

Mr. Anverson. Well, I haven’t had an opportunity to study the 
NASA proposals. I just read them very hastily here. I gather what 
they are asking for is authority to be able to treat with a contract- 
patent situation pretty much on an equitable basis. However, I noted 
in their remarks to support this proposal that they indicate that they 
don’t want to conflict with the Department of Defense policy, and 
would take it, therefore, that they might under this authority go toa 
policy whereby they uniformly say that they will pi ne only a gov- 
ernmental license. I don’t think this would be justified at this stage 
in the Space Administration, in the space picture. 
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Mr. Quieter. Your argument is not against them having the au- 
hority, your criticism would be if they were disposed to exercise the 
guthority in that manner ? 

Mr. Anperson. From what little remarks I have seen, in a quotation 
that was made, that they thought that the present policy was con- 
ficting and confused with the DOD policy. I do feel that, certainly, 
the present restrictions, because of the language of the present Space 
Act, has caused a considerable amount of confusion. I am not so sure 
that some of the confusion hasn’t been brought on intentionally by 
those who would like to see the provisions changed. 

On the other hand, I think it could be even administered, with the 
present restrictions, possibly, in some fashion which might, in part, 
atisty. However, I do think that they should be liberalized to the 
axtent of according them the privilege of exercising their authority in 
what appears to be in the best public interest. 

Now, it may be necessary, in so doing, that there be some restraints 
imposed upon what they can or cannot do under all given situations. 

Mr. Quietey. In other words, you would not like to see NASA at 
the point where it is the tail and the dog, is, on any given occasion, 
the Atomic Energy Commission, or, on other occasions, the Depart- 
ment of Defense ? 

Mr. ANpverson. That is correct. 

Mr. Quietey. Judge Chenoweth ? 

Mr. Cuenowetu. What is the difference and distinction now be- 
tween the patent policies of the Atomic Energy Commission and 
NASA? How would you just briefly summarize the difference ? 

Mr. Anperson. I think under our act we have a patent provision 
inthe contract which gives us the authority to determine whether or 
not and where a patent application shall be filed and to determine the 
disposition of the title. Now, under that kind of provision we have 
a administrative authority to exercise under our act. Our law 
gives us, we feel, that kind of authority. The law might be construed 
amilar to the NASA, the present NASA Act, which says that you are 
ligated to do this—that is, obligated to take title, and titles under 


contracts vest in the Administrator. 


To the extent that our contract provisions give us this authority 
that we have exercised administratively, you might say we have 
waived that part of the statute. 

The statute in NASA is rather similar to ours, but the differences 
we so marked at the same time that they feel that they are bound 
and required to take title and can only waive with respect to an indi- 
vidual invention. I understood this to be one of their bases. 

Tam not qualified and haven’t studied that section of their act 
enough to know whether or not there is any latitude or whether the 
kgislative history shows that they should be accorded the latitude in 
their contracts that they would like to have. 

Mr. Cuenowetu. They are contending that they need this legisla- 
tion so they can have greater freedom in contracting. Apparently, 
> ne there is some competition between them and the Department 
of Defense, and that the Department of Defense is able, apparently, 
toattract. contractors on a more favorable basis than they are, because 
the Department of Defense will give the contractor the title to the 
patent. 
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Have you run into any such situation as that in your atomic energy 
dealings ? 

Mr. Anverson. We have run into situations, of course, where the 
contractors do not generally—and I will say that industry and the 
patent bar has been rather vehement in its criticism of the atomic 
energy patent sections. 

Mr. Cuenowetu. In what way ? 

Mr. Anverson. They would like us to adopt the policy of the Dop, 
This has been asserted, I think, repeatedly by the industrial repy. 
sentatives, that there is no basis for any difference in the field of 
atomic energy than in any other field and that the Government should 
be satisfied under all circumstances with a license for government] 
purposes. 

I think I expressed my personal views before, that I felt that there 
were occasions when the Government is in a position and should ae. 

uire all the rights and there are other situations where a nonexclusive 
license for the Government is perfectly justified. 

Mr. Quieter. Do you yield at that point? 

Mr. Yes. 

Mr. Quictry. Do I understand, Mr. Anderson, that you are saying 
this is not something, in your thinking, that would or should be 
limited to the Atomic Energy Commission ? 

Mr. Anverson. That is correct. 

Mr. Quieter. It should apply to NASA, Department of Defense, 
Agriculture Department, Health, Education, and Welfare? 

Mr. Anperson. Exactly; that there is no reason why each agency 
should not have authority to be able to treat with these things in the 
most equitable way under the given circumstances. 

Mr. Curenoweru. To a certain extent that situation prevails today 
with NASA, they can issue waivers on the individual patents and have, 
I think, issued some ? 

Mr. Anperson. They can on the individual inventions, I believe, 
But I believe, from what I understand their position to be, that they 
don’t believe that they could contract to only take a nonexclusive 
license under their present statute. This is the reason they would 
like flexibility. I believe this is the situation. . 

Mr. Cuenowern. That is right; it is a matter of contracting! 

Mr. Anperson. Yes, sir. 

Mr. Cuenowetu. I want to review briefly, Mr. Anderson, the three 
argh sources of inventions and discoveries which you mentioned. 

irst, is the inventions resulting from Government sponsored research 
and development contracts. When you enter into a contract for r- 
search, what do you provide or insert in that contract now, as to the 
ownership of the invention ¢ 

Mr. Anperson. We include a provision, generally, in research and 
development contracts, whereby the Commission determines whether 
or not and where a patent application is to be filed, and reserves the 
right to make the disposition of title. 
pt on, CuenowetHu. What do you mean “as to where they will be 
ed”? 

Mr. Anperson. Well, in connection with an invention, you may 
want to file not only a patent application in the United States, you 
might want to file one in France, England, Belgium, Germany, and 
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many other foreign countries. The reason for our—we have the 
authority to determine where is the fact, and it is still true, although 
to a lesser extent than it was years ago, that many of the inventions 
that arise are secret, and unless we have an arrangement with a for- 
in country that permits us to exchange that kind of secret informa- 
jon, no patent application may be filed in that country. So, in order 
to preserve the security, we reserve to ourselves the right to make a 
determination as to where the application is to be filed. I may say 
that, as far as I know, we have only in a very few circumstances re- 
fused to permit a contractor, when he desired to file in a foreign 
country, by virtue of security. 

And in several of those instances the classified information that 
was in the U.S. application was deleted and an unclassified version 
fled in the foreign countries where the contractor desired to file. 

Mr. Cuenoweru. In other words, when you enter into this con- 
tract, then, the Commission reserves the right at a later date to de- 
termine what the position of that patent will be ¢ 

Mr. Anperson. That is correct. 

Mr. CuENoweru. Whereas under the NASA, the Commission feels 
that they must take the patent, unless for some good reason they can 
find a premise on which to issue a waiver. Would you say that is 
the fundamental difference? You see, under the NASA Act, the title 
vests in the Commission unless a waiver is issued. You don’t have 
that in the Atomic Energy Act ? 

Mr. ANpeRson. Yes; we do. 

Mr. CuENowetH. How do you get around that ? 

Mr. ANpERSON. Well, as I said, we felt the title would vest in the 
inventions when they are contracted for, we have similar or some- 
what similar authority to waive, and to the extent that we negotiate 
our contracts, our contracts constitute, if they are different from the 
statute, a waiver under the statute. 

Mr. 5 i ahd You are having no difficulty, then, in administer- 
ing your law ¢ 
_ Mr. Anverson. Well, I think we are having difficulty, sir. 

Mr. CueNnoweru. Administrative difficulties ? 

Mr. Anperson. I wouldn’t say we are not having administrative 
difficulties. Because I think, because of the fact that the English 
language is such as to warrant different interpretations on the same 
words, we will always have difficulties, but I wouldn’t say we are 
having unusual difficulties in administering the program. It may be 
“0 our contractors feel we are too harsh on them or not equitable 
to them. 

Mr. Curenowern. In what respect? 

Mr. ANperson. That we don’t give them the rights they would like 
tohave. I will say in deference to NASA and ourselves that we do 
not waive rights in the field of atomic energy to the contractor, except 
to the extent that we give him or will give him and will give anyone 
anonexclusive license to operate in that field. But under none of our 
contracts have we or by administrative determination have we ac- 
corded exclusive rights in the field of atomic energy to a contractor. 

Mr. Curnowetu. In other words, you retain the title to the patent 


or invention ? 
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Mr. Anperson. Or we retain the exclusive rights in the field of 
atomic energy. We may not keep the title, we may let the contractop 
take the title, file an application, and get the rights in the “outfield,” 
that is, get exclusivity in the field of nonatomic uses. 

For example, in my valve case, the valve may have uses in the field 
of atomic energy, may have been developed particularly for a par. 
ticular use in our program. It also may be ils to be used in inny. 
merable other instances. In that kind of a situation, if the company 
is a company in the valve business and has an industrial and patent 
position in the valve business, we will administratively, if not by 
contract, permit him to retain the exclusive rights in nonatomic ener 
fields, mh we keep the exclusive rights in the atomic energy fie] 
together with nonexclusive license in the nonatomic energy field.’ 

That means that he is in position to exclude others, insofar as that 
valve is used for ordinary purposes, but he is not in position to inter. 
fere with its use in the field of atomic energy. If you or I want to go 
in and manufacture that valve for purposes of use in an atomic ener 
endeavor, wecandoso. But we, the Government, can’t license anybod 
else to use that valve for an outside purpose. The party would have 
to go to him. 

r. CHENOWETH. I am getting the very definite impression that the 
Atomic Energy Commission is the final and sole arbiter in these ca 
and makes the final decisions, irrespective of any influence of the 
contractor, or what his desires or wishes may be; is that a correct 
assumption ¢ 

Mr. Anpverson. I think this is true, subject to the limitations imposed 
by statute. 

Mr. Cuenowetu. Where you have these contracts for research and 
development, and where the Government is paying for it, do you 
recognize any situation where there is a responsibility, maybe a moral 
obligation of the Federal Government, to retain title to that invention! 

Mr. Anverson. I think there is. I think in that kind of a situation 
we are no different than if we are a private company going into the 
business, and if we paid for it, we should get it for the benefit of our 
stockholders, we should get it for the benefit of our public. 

Mr. Cuenowertnu. In other words, you are not in sympathy with 
the Department of Defense policy ? 

Mr. Anverson. I am in sympathy with the Department of Defense 
policy so far as it would be oe ager to many situations. I am not 
in sympathy with the DOD policy that it should be across the board 
and the Government should get only a nonexclusive license in all cir- 
cumstances. 

I give an example: During the war there was a group of ethical 
drug companies that got together to develop a program and ion 
certain antibiotics. It was a pooling arrangement. It was sponsor 
by the Department of Defense. The provisions in those contracts with 
each one of those companies provided that the Government would 


et all the rights in the inventions, and they would be licensed by the 
Government free to everyone. Now, I think that kind of a situation 
still exists in the Department of Defense, today, where they may want 
to develop a basic program of a particular item and they get four or 
five contractors working in it, I don’t think they are justified there 
to say all the Government should get is a nonexclusve license. 
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Mr. Cuenowern. Could you give me, Mr. Anderson, some idea of 
the number of cases in which the Commission has retained absolute 
title to the patent, and the cases where it has merely taken the ex- 
elusive license? I would be curious to know how that has worked out 
jp practice. 

fr. ANpERSON. We have, I believe, as I mentioned in my prepared 
statement, a portfolio of some 2,225 patents owned by the Commis- 
sion. That would be those where we have acquired the exclusive rights 
or majority of the rights and are in position to grant nonexclusive 
licenses to anyone. I think there are approximately—and here I am 
taking a guess—only on the basis of my recollection of examining the 
here a couple of months ago—there are about 600 or 700 
tents that have been issued to our contractors where the contractors 
have retained the exclusive rights in the outfield, as we call it. | 

Mr. Cuenoweru. It is obvious, then, that the Commission is re- 
taining the title to the patents in the majority of cases? 

Mr. AnprERSON. In the atomic energy field, no question, sir. 

Mr. Curnowrrnu. Now, then, the second primary source of inven- 
tion, you say inventions or discoveries of employees or consultants. 
What do you do in cases like that? How do you handle the patents? 

Mr. Anperson. We have each employee or consultant execute a 
commitment. 

Mr. Cuenoweru. You are talking about your own employees? 

Mr. Anperson. Our own employees, that is correct, and our own 
consultants. 

Mr. Curnowetu. On the Government payroll ? 

Mr. Anverson. On the Government payroll. 

Mr. CHENOWETH. Suppose they come up with an invention ? 

Mr. Anpverson. If it is in the field of atomic energy we probably 
acquire all the rights. If it is something useful for other purposes, 
not directly related to his employment, and there is some question as 
to whether or not we would even want to file a patent application on 
it, we may take only a license and let him take the balance of all the 


ights. 
os other words, we administer that the same way we administer our 
contract program. 

Mr. Cuenowetu. Not any difference? 

Mr. Anperson. Not any difference. I might say we administer it 
somewhat similar to the provisions of Executive Order 10096 that the 
Patent Board applies in connection with its employees. The Com- 
mission is exempt from the Executive Order 10096. At the time of 
the promulgation of that order our statutory authority was such that 
we felt we would get into difficulties in determining the rights by 
having two Government bodies attempt to determine rights of our 
employees, so we requested the exception and it was granted. 

Imight add that Executive Order 10096 is an Executive order that 
rovides for the establishment of a Government Patents Board to 
etermine the rights as between the Government and the inventor on 

inventions that are made by the Government employees. 

Mr. Cuenoweru. You are exempt from that. 

Mr. Anperson. We are exempt from that. 

Mr. Curnowern. Third, inventions or discoveries submitted by out- 
siders? What do you mean by “outsiders” ? 
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Mr. Anprrson. Third parties, independent, private parties who 
make inventions. We acquire, of course, no rights in those inventions 
by virtue of any contract relationship, because we assume that they 
have no relationship with the Commission when they make the inyep. 
tion. I brought them in for this reason: Under our law under gee. 
tion 151(c), an outsider, an inventor who makes an invention in the 
field of atomic energy has two choices. He can report that invention 
to the Commission or he can file a patent ap lication. If he files q 
eva application, then under section 151(d) the Commissioner of 

atents is obligated to report that patent or invention to the Com. 
mission. 

The result of not reporting, I suppose, is not fatal. What it does 
mean is that if that gentlemen desires to file a claim against the Goy. 
ernment on the basis of the invention, he cannot do so. But if he 
does report it, then he may file a claim against us under section 157 
for an award based on his having submitted a report, and of course 
the rules governing the determinations of that Board are pretty much 
the same as govern the determinations of a court of equity. 

Mr. Cuenowetu. Have you had many such cases ? 

Mr. Anprerson. At the present moment I believe we have 33 cases, 
We have had 33 cases, several of those, of course, are still pending, 

Mr. Cuenowertu. Mr. Anderson, in summary, I take your position 
to be that you are a strong advocate of the Government ownership of 
these patents and inventions—in your case the Atomic Energy Con- 
mission, in our case here the NASA—making the final determination 
as to what the disposition of the patent will be? In other words, 

ou do not want Congress to impose any rigid rules or regulations, 

ou want to keep those decisions more or less flexible, but in the large 
majority of cases they have been resolved in favor of the Government 
and you feel that should continue to be the case ? 

Mr. Anverson. If I can reconstruct your first thought—that I was 
in favor of Government ownership of all inventions. I am not in 
favor of Government ownership of all inventions. I have tried to 
show that my feeling is that there are situations where Government 
ownership is essential; there are other situations where Government 
ownership is not essential and a license is sufficient. I also feel that 
any statutory requirements should be of such character as to permit 
the agency some flexibility in the administration. In fact, it may be 
said that possibly we should ask for more flexibility in the atomic 
energy program than we have asked for. 

I do not believe that we should have a policy in Government that 
says: You take only a license, or you take title in all circumstances, 
because I do not think that life is such that we can compartmentalize 
the things in that way. It may be what is satisfactory under a given 
situation—and I have given a few examples of the kind where I think 
the Government is justified to taking title and all rights—and there 
are other situations that I think I tried to set forth where we were 
only justified in taking a nonexclusive license. 

Mr. Curnowern. But you do definitely favor the present policies of 
the Atomic Energy Commission over the policies of the Department 
of Defense insofar as dealing with research and development con- 
tracts? 

Mr. Anperson. Yes, sir. 
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Mr. Cuenowern. That is all, Mr. Chairman. Thank you very 
= Mircue.tt. Mr. Anderson, do I gather from your response to 
Judge Chenoweth that you feel that as far as research and develop- 
ment contracts in any Government agency today, particularly those 
yho are participating in research and development programs, that it 
would be better to operate under the sabe gt that you have in the 
Atomic Energy Commission rather than to operate under statutory 
authority similar to the administrative policy of the Department of 

ense 

Mir Anprerson. Let me qualifiedly answer that: I certainly think 
it more advisable to Lael ais which would set forth general 
rinciples and rules for governing the departments or the entire 
overnment or the agencies, as the case may be—how they should 
treat with inventions, setting forth the principles and the general 
mes. Iam in favor of that as against permitting and following the 
Department of Defense policy of only acquiring a nonexclusive license 
under all circumstances. 

Mr. Mircuent. All right. In that connection now you of course 
are familiar with the proposed amendment that NASA has presente 
touson yesterday. Do you think that that language is broad enough 
to meet the requirements that you just gave us to set the standards 
that you referred to? 

Mr. Anperson. I think the language is broad enough. I think my 
uestion is: Is it too broad? Does it give them too much latitude so 
that under that language they could adopt the DOD policy tomorrow ? 
It appears from their presentation that I read briefly where they 
indicated, I believe in some fashion, the following—that they wanted 
to avoid conflict and confusion with the Department of Defense 
policy. I would take it that io mean by that that they would like to 
adopt a policy under which the Government would only acquire a non- 
exclusive license. ~ 

Mr. Mircueti. Do you think the language proposed is too broad to 
sufficiently protect the interests of the Government in inventions ? 

Mr. Anprerson. I do. I would say this: I think, if under this kind 
of statutory authority there were some board, let us say, or some rules 
and regulations established under this kind of authority, that that is 
mother way to approach it. Leave the language very broad, but have 
someone, or a board, who would determine whether or not, and set 
forth certain standards which would be applicable to given situations. 

Mr. Mircue.i. Do you think it would be feasible and possibly work- 
able to write into the statute itself a statement of policy, so to speak, 
concerning Government rights to inventions, that would become a part 
of the statute and would serve as a guide o the Administrator in de- 
termining what the Government’s rights would be to these inventions ? 

Mr. Anverson. I think it might be possible. I think it would be 
rather difficult, however, because in attempting to get language, un- 
fortunately our English language is such that to try to get definition 
of sufficient scope and breadth and at the same time give guidelines 


to the agency is rather difficult by statute. It may be that the statu- 
tory language proposed is perfectly satisfactory, provided there is di- 
rection to the agency or an establishment of some advisory board who 
would set forth rules or standards. It may be possible, also, to es- 
tablish certain standards in this language. 
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Mr. Mircnetx. In that connection you can create a board to set 
standards; but unless that board is given some instruction, it could 
wot te this same policy with which you disagree, very readily, could 

Mr. ANDERSON. They could, except I think here the legislative his- 
tory is always very important in interpreting the intent of the Con: 
gress, and if the legislative history and a report rendered in connection 
with the submission of legislation was such as to indicate a type of 
standard that an agency could apply, this is very helpful, and yet it 
would not. restrict them so they could not operate in a flexible manner 
Then do you a statement exhibiting the 
intent of the Congress written into the statute in gener: Ww 
he ® g general terms would 

Mr. Anperson. I think it would be. 

Mr. Mr. Daddario? 

Mr. Dapparro. Mr. Anderson, we are talking this morning about a 
proposed change of section 305 of the Space Act and it is my under. 
standing that you believe that the section, as now written could be 
administered, but your prere: is that it should be liberalized in the 
public interest but with restrictions as to how far they should go; 
is that about the size of it? 

Mr. Anperson. That is about correct. 

Mr. Dapparto. And it is your feeling that they should not go to the 
position of the Department of Defense? You do not believe, as I 
understand it, that this would be justified in the space age ? 

Mr. Anperson. Correct. 

Mr. Dapparto. Now, because there is this difficulty in creating a pro- 
cedure which would be clearcut, definitive because of the problems of 
ambiguity of language, and also because of different interpretations 
which can be put to such standards, why is it that you disagree with 
the Department of Defense position which does have all of the elas- 
ticity that ye are talking about, does give them the right, if they 
care to go that far—and they do on occasion—to take title and to ac- 
complish just the ends that you say are desirable ? 

Mr. Anperson. Because the Department of Defense does not do that 
any longer. They have one provision in their regulations which states 
that the Government only acquires a nonexclusive license for govern- 
mental purposes. My quarrel is not that they do not have the latitude 
and could not and can do what might be deemed to be equitable and 
in the public interest, but that they have determined, presumably, 
that the public interest is always served by only taking a nonexclusive 
license for governmental purposes. 

Mr. Dappario. But this could be changed? I mean they could to- 
morrow have an invention brought before them which they could look 
at, very carefully, and say: Well this is out of the normal and there- 
fore we ought to take title; and they are not prevented under their 
present policy from so doing. ‘ 

Mr. Anperson. They are not, except their regulations would not 
permit them to as I understand their regulations. Sap 

Mr. Dappario. Well, since they are not under any statutory limita- 
tion and because they are acting under rules and regulations which 
have been built up over the course of time, following precedent which 
they have established, there is no reason that they could, if necessary, 


change that policy ? 
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Mr. ener They could if they desired, change that policy, that 
is correct. 

Mr, Dappario. Well now, when we talk about liberalizing section 
305 as it now stands and we get to the point where we are trying to 

ive the Administrator of NASA the liberalization that you are talk- 

about, your position, as I see it, is just to change thisa bit? It is 
really not to give him the opportunity to have elasticity, but to have 
alittle bit more room to move around in than he now has? Is that not 
really your position ? 

Mr. Anperson. I do not think my position is quite as restrictive as 
saying a little room. I deem that they should have authority to, in 
certain instances, take only a nonexclusive license, and in other in- 
stances Where the circumstances and the public interest and the equities 
warrant, to take title. 

Now, you say the Department of Defense has that flexibility. That 
istrue, they have no statute that requires them to take only a license. 
But by virtue of the history that has come about in the Department of 
Defense, they have uniformly adopted a policy of only taking a non- 
exclusive license. 

Mr. Mrrcneti. Will the gentleman yield at this point ? 

Mr. Dappario. Yes, Mr. Chairman. 

Mr. Mircuety. Mr. Anderson, you stated that their policy is by 
present regulation only to take the license. They Soruipity and have 
previously taken title, is that not correct 

Mr. Anperson. They had a policy under which they could take title 
or only a license. I am not sure that—I believe they changed the 
provisions in 1952. Mr. Helvestine is present and he might be able 
toverify that. 

‘Mr. Hervestrne. I think it was about that time, 1953 or 1954, per- 
hapsas late as that. 

Mr. Mrrcewe 1953 or 1954? 

Mr. Hetvestine. We can confirm the date. 

Mr. All right. 

Mr. Dapparto. We have touched on the fact that you believe that 
the Atomic Energy Commission does have certain specific reasons as 
to why it should have the authority that it has in this field. Now, 
if we could talk about space for a moment, what do you see in our 
space effort that would lead you to believe that we need more protection 
under section 305 covering patents and inventions than we need for 
development in those categories which fall within the Department of 
Defense’s responsibility ? 

Mr. Anperson. The Department of Detense’s jurisdictional author- 
ity is limited to development for military purposes only. It is my 
understanding that in space, the Space Agency’s responsibility is not 
only to develop military vehicles but to develop space civilian vehicles. 

Therefore, there may be a fundamental difference there as respects 
the object that you desire to perform or the goal which you are attempt- 
ing to reach and you say: Well, what is the quickest way to reach that 
goal? Is it to permit contractors in the space program to only—to 
acquire all the rights? Let us assume, for example, that a group of 
contractors are let research contracts for development of a new fuel. 
Iet us assume further that the particular fuel that is developed is 
the best fuel and is going to be used not only in the military rockets 
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or missiles or space vehicles but is going to be the best and ¢ 

fuel for civilian uses. If you follow the Defense Denaciena wel 
then everyone who wants to use that fuel would have to go to the Pr 
tractor to get it and pay a royalty to him or be under his jurisdiction 
insofar as he would control the royalties or control the licensing of jt, 
I am not so sure under that type of circumstance that the Government 
would not be justified in acquiring greater rights than a limited license 
for governmental purposes, whether we would not be justified jp 
acquiring a right that would permit the Government to license others 
to manufacture for space vehicles and space transport. 

Mr. Dapparto. Does it not all boil down, then, to something in this 
order, that what you are talking about is that there ought to be certain 
restrictions which would control what an administrator or a depart- 
ment head might or might not do under certain circumstances, and 
in the final analysis, if we follow your line of thought, he would have 
enough flexibility so that he could do what is best in the public interest 
This being the case, should we not assume that if you had a situation 
that was of such a serious nature, in the line of development of fuel 
or what have you, could we not assume that we would have, as the 
head of the Department of Defense, a man with sufficient integrity 
so that under the rules and regulations as they exist that he would 
carry out his responsibilities in the same manner as the head of the 
other agency which has certain guidelines to go by, because this flexi- 
bility still would exist within the department head’s responsibilities 
following your theory as to how a law or a statute ought to be written 
to cover this particular subject ? 

Mr. Anperson. If what you are saying, as I gather, is that we should 
have flexibility—statutory language which gives flexibility, I am in 
hearty agreement. However, when you say to me: “Why doesn’t the 
Department of Defense have a provision that under certain circum- 
stances they can acquire title?” I do not know why the Department 
of Defense has only taken the position that they should acquire gov- 
ernmental licenses. I think one theory advanced might be that they 
would not be able to get contractors to go in on a program if the 
contractors only acquired a license and reserved all other rights to 
the Government. This may have forced them to adopt the policy that 
the best way to accomplish their military objective was to retain their 
rights only in the military application. After all, the Department of 
Defense is only interested in the military aspects of a program, they 
are not authorized to go in and develop peaceful uses of military 
devices that they make. They do not have that kind of authority, 
such as the AEC has from the Congress to develop the peaceful uses 
of the atom. 

I think the Space Agency has been given the authority to develop 
the peaceful uses of vehicles for space. I think this is a great differ- 
ence. I think the aim of the Agency for military defense is for gov- 
ernmental military purposes only. And if they develop a new thing 
that can be used for peaceful purposes, they are not interested in pro- 
moting it. Atomic Energy Commission is interested in promoting 
peaceful reactors as well as military reactors. 

Mr. Dappario. At any rate it is my understanding that you do not 
believe that we could possibly draw up a list of rules and regulations 
which would apply in every instance ‘ 
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Mr. Anverson. I think it would be most difficult to apply a set of 
niles to every situation. I think there are some general broad guide- 
jnes Within which an administrator could operate that could be pre- 


Mr. Dapparro. Therefore, in the final analysis, whatever we do put 
down as a guideline, in whatever manner we may determine, it does 
fnally get down to the point where it is the integrity and responsibility 
of the department head 

Mr. Anverson. In administering the law. 

Mr. Dapparto (continuing). Who, in the final analysis, will deter- 
mine whether the public interest is protected. 

Mr. ANDERSON. Yes, sir. 

Mr. Davpartio. That is all, Mr. Chairman. : 

Mr. Mircuetit. Mr. Anderson, would it be your view that this lan- 

age Mr. Daddario was talking about would state that it was the 
intent of Congress that NASA would not in effect adopt a policy that 
now is in effect with the Department of Defense in taking only a non- 
exclusive royalty-free license ? 

Mr. ANpEeRsON. You say would that be a sufficient guide? 

Mr. Mrrcneti. No. I say would that be your suggestion ? 

Mr. AnpErsoN. That would be of assistance. But 1 think that is a 
negative approach, so to speak. I think it might be more beneficial 
to attempt to set forth some positive directions in which they can 
operate. 

x example, if one said that when they go to a contractor and do 
research in a field in which the contractor has an established business 
position, in those kind of circumstances, they are justified in acquiring 
only a governmental license. 

In instances where there is basic research to be performed and there 
are five or six companies to work on the basic research and the infor- 
mation and results of the basic research are to be widely disseminated 
0 that everyone can study and take advantage of it, in those kind of 
circumstances it may be that they should under the normal and usual 
situation of that type acquire greater than a nonexclusive license for 
governmental purposes. Between those two extremes—and there are 
various other criteria that could be set forth—there may be a latitude 
for equitable administration. 

Mr. Mr. King. 

Mr. Kine. Your last statement perhaps partially answered the ques- 
tion in mind, but let us get before us specifically the language in this 
proposed section 305(a) that we were discussing yesterday, which is 
the proposition before us. The standard that they set forth in 305(a) 
is “m a manner calculated to protect the public interest and the 
equities of the contractor.” 

Now my question is: Does that language constitute a standard that 
is sufficiently definite to achieve the objectives which you have been 
taking about so well this morning? I think you have perhaps already 
answered it, but let me hear it again. , 

Mr. Anperson. My feeling is that this could be sufficient, provided 
there was a legislative history that showed what these pm 6 aia and 
what this language meant. I think the language in and of itself 
standing alone, one might conclude to say: Well, if we decide to take 
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only a governmental license, that in all circumstances protects the 
public interest and at the same time it is equitable to the contractoy 
I think this would be unfortunate. 

Mr. Kinc. Suppose, for example, the Administrator became ob. 
sessed with this idea of uniformity, uniformity of procedure with 
DOD, and being so completely obsessed with that idea all other eop. 
siderations became subordinate. Let us assume that for the sake of 
argument and let us assume that he is perfectly sincere in doing that 
that that is his concept of what constitutes public interest but does not 
constitute Congress’ concept of what constitutes public interest. Le 
us assume that that is the situation, which it might well be. Then in 
that case the objectives which you have been talking about this mom. 
ing would suffer, would they not ? 

r. ANpERSON. That is correct, I think they would be frustrated, so 
to speak. 

Mr. Kine. In fact you have suggested, I believe that in the hi 
of the Department we Defense that very thing has happened? Am 
correct on that? Do you feel that there are individual cases in the 
history of the DOD where the Department of Defense has failed to 
take complete title, has been satisfied with only a nonexclusive license 
where they should have gone beyond that because of the critical nature 
of the invention ? 

Mr. Anverson. I do not believe I am qualified to say I know of spe- 
cific instances where it is. I think I am qualified to say that from my 
association with the Department of Defense up until 1946 and during 
that period where they had both types of provisions, that they did 
administer those in a way in which the public interest was preserved 
in those instances where they felt it was necessary to acquire title. But 
I think since 1954 that going to the other extreme of acquiring onl 
a nonexclusive Government license in all cases is probably not justifi 
I think they have situations where the developments would possibly 
move along a little quicker, the information would be disseminated 
among the various contractors and the public for the benefit of all, sub- 
ject, of course, always, to the security requirements, than they would 
by virtue of only taking a Government license. I am not in position 
to say that there are instances that I know of where they would have 
done better by taking title than only a nonexclusive license. 

Mr. Kine. There certainly could be instances? 

Mr. Anperson. There could be instances. I know where the situ- 
ation came up in connection with the antibiotic program, there was 
a situation where if it had only been given to one contractor, it would 
have been most unfortunate. I think the cooperation the industry 
gave in that situation, where they pooled resources and went ahead 
on that program for the benefit of all the industry, accomplished 
more in shorter time than the policy of only taking a governmental 
license and not being able to exchange the technical data. I think 
there is a corollary that goes along with the acquisition of only gov- 
ernmental licenses, and that is the acquisition and the rights that the 
governments get in the technical data. 

Now, under our program we say under the direction we have been 
accorded by Congress to disseminate the scientific and technical data 
for the benefit of all subject to security, that we have to acquire the 
rights in the technical data that is developed under a contract. I do 
not believe this is the policy of DOD. 
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Mr. Krnc. Where the AEC retains the patent to an invention ordi- 
sarily what happens? They do not protect that patent in the same 
yay that a private concern would do? It becomes public domain? 

Mr. Anperson. Public domain; that is correct. 

Mr. Kine. They could, could they not, protect it as a private indi- 
yidual would ¢ 

Mr. ANverson. I think they could. 

Mr. Kina. And sue for patent infringement ? 

Mr. Anperson. They could sue for patent infringement. As long 
as the Government or agency administering the patent has the policy 
of granting nonexclusive royalty-free licenses there is not an incentive 
tosue for infringement. Anyone can apply for a license. 

Mr. Kine. Does he pay a consideration for that ? 

Mr. Anperson. No, sir. We grant them royalty free so far as the 
(Commission is concerned. Now, if on the other hand the Commission 
orany other Government agency adopted a policy of charging royal- 
ties similar to industry or sharing in royalties with industry, I sup- 

there would be an incentive to enforce the patents. This policy 
of Government's treatment of the patents it owns and what it does 
with them has received a considerable amount of attention recently 
and undoubtedly will receive more because of what foreign govern- 
ments are doing. 

Mr. Kine. Let me ask this question: Suppose the invention is so 
secret and so classified that the Government wants no publicity to be 
given. Now in the very act of filing for a patent, the word “patent” 
means open, obvious to all the world; and is the very nature of the 
patent proceeding that you make a full disclosure. 

Mr. ANpERsoN. Yes, sir. 

Mr. Kine. What happens there if the Government does not want 
a full disclosure ? 

Mr. Anperson. Well, when you file for the application, the appli- 
cation, itself, remains secret until the prosecution is closed and the 
atent goes to issue. We have a statute on our books, 35 United 
States Code sections 181 to 186, which provides for review of applica- 
tions in given defense fields by the various defense agencies of Govern- 
ment and if the defense agency examining it deems that the subject 
matter should be kept secret, then it is subject to a secrecy order under 
this statute and no patent goes to issue until that secrecy is removed. 

So to that extent, no one gets a patent until it is declassified and 
secrecy removed. 

Mr. Kina. Isee. All right. 

Well then, getting to the heart of the matter, what you have been 
saying is that there are certain areas of invention that are so critical 
and so identified with the public interest, public security, that it is not 
food that the patents be given to private individuals, even where the 

vernment retains a nonexclusive license? That in these very critical 
areas you feel that it is best that the Government retain the rights to 
those patents where they are the result of Government effort or a 
Government-sponsored R. & D. program ? 

Mr. ANperson. Yes, sir. 

Mr. Kine. Then you are saying that there are similarities between 
the AEC program and the NASA program and to the extent that 
there are similarities, to that extent should this philosophy apply in 


the 
ctor, | 
Ob- 
with 
con- 
of 
that, 
hot 
Let 
n in 
orn- 
d, so 
the 
to 
anise, 
ture 
spe- 
1 my 
rved 
on 
fe 
sibly 
ated 
sub- 
ould 
ition 
have 
situ- 
was 
ould 
istry 
head 
shed 
ntal 
hink | 
ov- 
nthe 
been 
data 
the 
I do 


144 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


both situations? In other words, NASA is also pioneering in ye 
critical areas that affect our national security, our national welfare 
and to what extent do you feel that the same type of approach would 
be in order as in the case of the AEC ? 

Mr. Anperson. I believe that is my position. 

Mr. Kine. Thank you. That is all Ihave. 

Mr. Mr. Yeager ? 

Mr. Yeacer. One question. 

You testified, I think, that you now have—the Commission owns 
some 2,000-odd patents, is that correct ? 

Mr. Anperson. Yes, sir. 

Mr. Yeracer. Can you tell me on how many of those you have re. 
ceived application for license ¢ 

Mr. Anperson. We have granted 780 licenses, nonexclusive royalty. 
free licenses upon request and contractors have retained some 495 
licenses of various scope on inventions that were made under their 
particular contract. 

Mr. Yeacer. But your 780 are nonexclusive licenses, so presumably 
you have some duplication. 

Mr. Anperson. That is correct, it might not be 780 patents. 

Mr. Yeacer. That is what I mean. Do you know that figure, how 
ors applications for license on individual patents have you actually 
rad ¢ 

Mr. Anperson. I think it would be fair to estimate 50 percent, 
something like 400 patents have been subject to licenses. 

Mr. Yeacer. In other words, out of over 2,000 you have around 400 
that have been requested ? 

Mr. Anperson. That is correct. 

Mr. Mr. Carstarphen ? 

Mr. CarstaRPHEN. Referring back to your testimony concerning the 
publication theory, I believe it was to the effect that in your opinion 
the equities of the contractor, because of the foreign patent situation, 
wohl not be protected. Overlooking for a moment the foreign 
patent aspect, what is your opinion of the publication theory? 

Mr. Anperson. Well, I think it fair to say that my views are that 
when the Government pays for the development and research, it ought 
to be able to take that kind of information and disseminate it to the 
general public and not just the particular contractor in the normal 
circumstances. 

I will draw a line somewhere between basic research and develop- 
mental activity. By that I mean that if you go in and have a group 
of basic research and development contracts and if we go on the 
theory that the cultivation and exchange of information among the 
scientific community creates new ideas, then I say that when it comes 
to that kind of research we should be privileged not only to disseminate 
it among a Government contractor but to anyone for their benefit 
insofar as classification does not interfere with it. Now when you 
come to a development contract you may get to a different stage of 
events. 

If, for example, the development contract is to improve a pro- 
prietary item of a given contractor, I think there the equities are 
such that it may be that somewhere along the line as to how much 
of the information that is developed under the research and devel- 
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opment contract should be made available to the public and thereby 
opardize the private, industrial proprietary right is often a very 
Kfeult question. And I think I recognize that where we go into 
developing something that the industrialist has a proprietary item 
mor proprietary interest in, that we have to be very careful that we 
do not take away what he has paid for and what he has done when 
we have a research and development contract for only a part of or 
aphase of that particular development. 

8 CarsTARPHEN. Thank you. 

Mr. Mrrcnety. Mr. Quigley ? 

Mr. Quieter. Mr. Anderson, if I could be permitted to sum up 
here, I gather the gist of your entire testimony is that flexibility is 
absolutely essential to the administration of a sane, sound patent 

licy on the part of any agency of the U.S. Government? You must 

ve flexibility to handle a given situation ? 

Mr. ANDERSON. Yes, sir. 

Mr. Quictxy. I think you would agree that the Atomic Energy 
Commission has a certain flexibility under its law. 

Mr. ANpErsoN. We have a certain flexibility. It might be advisa- 
bleif we had more flexibility. 

Mr. Quictry. The Defense Department under its regulation has a 
certain flexibility ? 

Mr. ANperson. It has complete flexibility. 

Mr. Quietry. NASA, as it is presently set up under its initial act, 
hasa certain flexibility. 

Mr. ANperson. Yes, sir. 

Mr. Quieter. I think you are inclined to be critical of the Depart- 
ment of Defense by reason of its seeming inflexibility in one direction ? 

Mr. ANDERSON. Yes, sir. 

Mr. Quieter. I think the Department of Defense, maybe myself 
md perhaps even you would be inclined to be critical of the Atomic 
Energy Commission for being inflexible in the other direction ? 

Mr. ANDERSON. Yes, sir. 

Mr. Quietry. What bothers me about the NASA proposal is this: 
Ithink Congress by accident or design—and I think we do many more 
things by accident than coe aeeee to find a middleway, some- 
where between these two extremes. I do not know whether they wrote 
a good law. I think they obviously wrote one that is difficult 
to administer. I think this is one of the things that is bothering 
NASA. What bothers me about their proposal is I think they have 
ilmost abdicated their responsibility. JT think they have come pretty 
lose to suggesting to this committee that we just give them carte 
blanche so that the Defense Department can set the patent policy in 
me instance, the Atomic Energy Commission can set their patent 
plicy in other instances, and meantime they will just go along. Now 

am not so sure that they are really facing up to their responsibility 
vhen they take this easy out, and I am not sure at the moment that 
ve would be facing up to our responsibility if we authorized it. 

Ido not have a closed mind on the subject, but this is the way my 
thinking is running at the moment. 

That is all. 

Mr.Curnowern. Mr. Chairman, can I have just one? 

Mr. Judge Chenoweth. 
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Mr. Cuenowetu. I am not sure I agree altogether with my dig. 
tinguished colleague from Pennsylvania, that they are trying to take 
the easy way out. I think there is some question pain they may 
be getting into more difficulties from what we heard yesterday. Byj 
Mr. Anderson, REpanentyy NASA wants to emulate the Atomic Ep: 
ergy Commission in its policies. 

wanted to read just one quotation from the statement made } 
Mr. Johnson yesterday before this committee in which he says; “Jf 
the proposed legislation were enacted”—talking about the proposal 
here to which you have referred in your comments—"“it would enable 
NASA to adopt patent provisions in its contracts identical with those 
of the Atomic Energy Commission in cases where the production op 
utilization of special nuclear material for atomic energy is involved,” 

Apparently they wanted to do just what you are doing. Apparently 
they want the same authority, same provisions in their contracts that 
you now have. What would be your comments on that statement! 

Mr. Anperson. I take it what he was saying there was with ref. 
erence to research and development contracts that NASA lets that cnt 
across the atomic energy field, that this kind of a provision would 
not prohibit them from adopting our clause in connection with those 
contracts where atomic energy inventions may arise. In fact this is 
what NASA is doing today. Under their regulations they have 
adopted what we call our type A patent provision in any NASA con- 
tracts that are let that affect atomic energy. I take it what he was 
saying—may have been saying there—and I can only say this would be 
my understanding from reading it—that what is proposed in the new 
bill does not prevent them from continuing to adopt our clauses where 
the inventions might be useful in connection with the production or 
utilization of special nuclear material or atomic energy. 

Mr. Cuenowern. Now one final question: Are you having any 
difficulty in obtaining contractors to engage in research for the 
Atomic Energy Commission because they can get more favorable 
consideration under the Department of Defense where they know 
they will retain the title to the patent and they cannot do that under 
your contracts? Are they veering toward the Department of Defens 
rather than taking your contracts ¢ 

Mr. Anperson. I cannot say that I personally have that kind ofa 
feeling. I think I also have to recognize that there are many of our 
contractors who would prefer that we follow the Department of 
Defense policy. But I do not believe that I can say that any of 
those have refused to take an AEC contract by virtue of the present 

»olicies of the Commission. I think that from my own personal 

nowledge that there have been several contracts that were not con- 
summated by virtue of the contractor taking the position that he did 
not want to take on research work which would jeopardize his own 
personal position in the field because of our patent policy. 

So that I think that there have been instances where a contractor 
would prefer to take another department’s contract rather than ours. 
Buf I think 

Mr. Cuenowetu. You do not feel it has worked any hardship upo 
the Commission. 

Mr. Anverson. I do not. 
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I think, however, that this can be said for that: That even the De- 

rtment of Defense, when they negotiate a contract dealing with 
atomic energy research they adopt our patent clauses in their con- 
tracts insofar as they affect atomicenergy. So that, therefore, I think 
atomic energy is one area where so far as I know all Government agen- 
ties Who let research and development contracts in the field of atomic 
energy follow a uniform policy, namely that administered by the 


Mr. Cuenowern. But you do not believe that that same policy 
should be followed in the space program, the R. & D. program on 
and missiles? You do not believe that the same provision 

ould prevail ? 

Mr. Anverson. I do not. 

I think there should be flexibility insofar as space is concerned be- 
cause they do not have a definition as clear cut as we do when it comes 
tothe field of atomic energy. 

Mr. Cuenowetu. Thank you very much. That is all, Mr. Chair- 


man. 

Mr. Mircnett. Thank you very much, Mr. Anderson., We ap- 
preciate your appearance and your testimony as well. 

Mr. Anperson. Thank you. 

Mr. Mircnen.. Our next witness is Dr. Alan T. Waterman, Di- 
rector of the National Science Foundation. Dr. Waterman is ac- 
companied by Mr. William J. Hoff, General Counsel, and Mr. Charles 
B. Ruttenberg, Deputy General Counsel. 

Dr. Waterman, it is always a pleasure when you appear before the 
committee and we welcome you and your associates. 

Dr. WaTerMAN. Thank you, sir. 

Mr. Mrrcne.y.. Do you have a prepared statement ? 

Dr. WaTeRMAN. Yes, I do. 


STATEMENT OF DR. ALAN T. WATERMAN, DIRECTOR, NATIONAL 
SCIENCE FOUNDATION; ACCOMPANIED BY WILLIAM J. HOFF, 
GENERAL COUNSEL; AND CHARLES B. RUTTENBERG, ASSISTANT 
GENERAL COUNSEL 


Mr. Waterman. The matter which your subcommittee is consider- 
ing today is an exceedingly complex and difficult one. As you un- 
doubtedly know, the patent policies of the Federal Government have 
reeeived a great deal of consideration over a number of years, and, I 
judge, have still not been established on a basis which meets with com- 
plete satisfaction. However, it is an important subject and one 
which merits the attention of your subcommittee and the Congress. 

The statutory basis for the patent activities of the National Science 
Foundation is contained in section 12 of the National Science Founda- 
tio Act of 1950, as amended. Section 12 is a general provision which 
directs the Foundation to establish patent oolidias in a manner cal- 
cilated to protect both the public interest and the equities of the in- 
dividual or organization with which the Foundation has contractual 
# other arrangements relating to scientific research. As you can 
%, this is a broad charter. In enacting this section, the Congress 
indicated that because basic research seldom develops patentable 
processes, special patent provisions were unnecessary. After care- 
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ful consideration of the problem, the Foundation established a policy 
whereby Foundation grantees are permitted to retain rights to in- 
ventions developed during the course of Foundation-supported re- 
search but are required to give the Government a royalty-free, non- 
exclusive license to use the invention for governmental purposes, 
Until a year or so ago this policy related only to domestic patent 
rights; up to that time the Foundation reserved the right to determine 
disposition of foreign rights. I will discuss the reasons for the change 
with respect to foreign rights later. 

I would like to point out that very few of the Foundation’s arrange. 
ments for support of scientific research are with profit organizations 
and these are made only under exceptional circumstances. Thus the 
Foundation is rarely concerned with the matter of technical informa- 
tion, know-how, specialized processes or other proprietary rights 
which might be put to commercial use. The overwhelming proportion 
of the Foundation’s arrangements is in support of basic research and 
is with educational institutions. Normally, basic research results in 
the publishing in a recognized mathematical or scientific journal of an 
article describing the work and conclusions drawn from it. In fact, 
it is the recognition by the scientific community of the importance of 
the work which motivates the basic research worker and not its prac- 
tical use. The National Science Foundation has as one of its primary 
purposes the fostering of the interchange of scientific information 
among scientists in the United States and foreign countries. You can 
see, therefore, that the National Science Foundation and educational 
institutions have a common purpose in this regard. Both are con- 
cerned that full information with respect to the results of scientific re- 
search be made publicly available as soon as possible. 

The nature of basic research is such that the possibility of patent- 
able inventions resulting during the conduct of such research is very 
limited. It has been stated from time to time in judicial decisions re- 
lating to patent matters that a conception of the mind not represented 
in some physical form is not an invention within the meaning of the 
patent laws and that patents are not granted on discoveries of abstract 
laws or principles but can be awarded only with respect to the embodi- 
ment of a concrete idea, whether such embodiment is a device, a prod- 
uct or a process. Since basic research is concerned primarily with the 
study of natural phenomena and the ascertainment of natural laws 
and principles, the prospects of patents arising from such research are 
not very substantial, particularly of patents having commercial value. 
In this connection, for example, it is interesting to note that since the 
creation of the Foundation in 1950, the Foundation has been notified 
of only about 15 inventions on which applications for patents have 
been filed as a result of research conducted under a Foundation grant 
or fellowship. 

On rare occasions, however, work carried out under a grant or con- 
tract for basic research does lead to a patentable invention. Uni- 
versities, of course, use income derived by them from inventions to 
further their research and educational purposes. A number of them 
have arrangements with a nonprofit organization, the research cor- 
poration, which distributes its net income to colleges and universities 
as grants-in-aid of fundamental research. Under these arrangements, 
the research corporation acquires from the institution inventions 
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which appear to have commercial purposes. The research corpora- 
tion bears all the costs incidental to patent processing and arene 
of patents on such inventions. Income from such patents is divide 
among the institution, the inventor, and the research corporation. The 
institution’s share is, of course, devoted to research and educational 
purposes. The corporation’s share, after deduction of expenses, is 
applied to sponsoring further basic scientific research. Included 
among the numerous educational institutions with which the research 
corporation has agreements, are Harvard, Yale, the Massachusetts 
Institute of Technology, the University of Pennsylvania, New ‘York 
University and other leading institutions of higher learning. In fis- 
cal year 1958, the research corporation awarded colleges and universi- 
ties about $1.2 million as grants-in-aid of fundamental research. In 

int of fact, therefore, the income received from patents developed 
during the course of research supported by the National Science 
Foundation generally would go back into scientific research or be 
used for other educational purposes. 

As I indicated previously, the Foundation’s earlier policy had been 
to retain the right to determine disposition of foreign patent rights. 
However, as inquiries among Federal agencies following notification 
of the eo age of acquisition of such rights in no case resulted in 
an expression of interest that the Federal Government retain such 

atent rights, the inventor was allowed in each case to allow for the 
foreign patent. Various reasons undoubtedly existed for this result, 
an important one being the cost of fia a the application for 
the foreign patent. The Foundation, in the light of this experience, 
subsequently altered its policy so that our policy with —— to for- 
eign rights is now the same as with respect to domestic rights, namely 
that the Government receives a nonexclusive, royalty-free license to 
use the invention for governmental purposes. A similar result oc- 
curred in the rare instances where National Science Foundation fel- 
lows developed inventions during their tenure. Until last year the 
Foundation reserved the right to determine disposition of all patent. 
rights on such inventions. However, in the cases which oc- 
curred, inquiry of the appropriate Federal agencies elicited no in- 
terest in having the Government apply for the patent. In each case, 
therefore, the fellow was permitted to retain the right, subject to giv- 
ing the Government a royalty-free, nonexclusive license. In the light 
of this experience over 8 years, the Foundation’s patent policy with 
respect to persons on Foundation fellowships was brought into line 
with that on grants, namely, allowing the fellow to keep the rights 
subject to a license to the Government. 
far I have been talking primarily about the Foundation’s 
arrangements with educational institutions and with Foundation fel- 
lows. As I mentioned to you earlier, very few of the Foundation’s 
arrangements for support of scientific research are with profit organ- 
izations, and such arrangements are made only where unusual circum- 
stances require the particular competence or facilities of the com- 
pany involved. There are currently active in the Foundation about 
our contracts with commercial organizations. The total value of all 
four is less than $300,000. When we consider that the Foundation’s 
‘om for fiscal year 1960 is 1 Sere eg $153 million, you can 
readily see that this is an insignificant portion of our research activity. 
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The Foundation will always, however, give careful consideration to 
protecting the needs of the Government adequately in connection with 
arrangements with profit organizations where possible exploitation 
of inventions developed under such contracts might be involved, 

As you know, the question of Government patent policy, generally, 
has been studied and restudied many times and is an extremely com- 

licated matter. The Foundation’s policy has been adopted to take 
into account the particular nature of the Foundation’s operations and 
the fact that our statutory authority states that one of the objectives 
of the Foundation is to strengthen basic research and education in the 
sciences throughout the United States. 

That concludes my statement, Mr. Chairman. I would be happy 
to answer any questions you may have. 

I would like to add, if I may, a few remarks of interpretation. The 
first is, as I think this committee knows well, we are forbidden in the 
Foundation by statute to operate research laboratories, and thus the 
staff of the Foundation are not engaged in scientific research, them- 
selves, so that the problem only arises in the case of grants or contracts 
we make, or in the case of fellowships which we award. 

The second is just to be very sure that we mean the same thing when 
we talk about basic research. There is a common feeling based on the 
term “basic research,” itself, that basic research means research which 
is basic to the interest of a company or an organization. That is not 
our interpretation and is not the definition which the Federal Govern- 
ment uses in arriving at statistics with respect to research and develop- 
ment throughout the country and in the Government. The definition 
we use is: Basic research is that research where the primary interest 
of the investigator is a better knowledge or understanding of the 
subject he is studying—for example natural phenomena that he is 
studying. He is primarily interested in whatever he can discover 
and not with any practical application as such. I stress this because 
this is a very important type of research. It is not at all well under- 
stood. But it makes quite a difference. Let me illustrate: 

If a person is looking for a new virus and finds one, that is basic 
research because he is looking for something new and finds it. If 
he studies the virus to determine its habits, that too is basic research; 
he is after more knowledge. If he begins to wonder whether what the 
virus can do is going to hurt somebody, going to hurt mankind, that 
begins to be applied research. It certainly is applied research when 
he tries research to see what can be done to prevent that damage. 

I want to stress that the capital discoveries in science usually come 
from this type of basic research which does not aim at a practical de- 
velopment. If all our research were directed to a background of 
practical needs, we would omit whole areas which are terribly im- 
portant in the world’s history, the discovery of magnetism, X-rays, 
atomic fission, all those things; discovery came when one did not even 
know they were there; there could be no question of any practical ap- 
plication in the search. This is a very powerful kind of research; 
furthermore, it is the kind of research which a democracy is best able 
to encourage. It is one of our strengths that we are able to do it. 
It is with that background that a person who is interested only in 
acquiring new knowledge has as his aim—to make an original dis- 
covery which his fellow scientists can recognize; he is not interested 
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then in whether there will be an application for a patent. In fact, I 


| would be willing to bet that in general—if you went around among 


ple who are doing this kind of basic research and asked them, 
“What about your patents?” they would look at you in astonishment 
and say, “But this is basic research.” The majority of them are not 
even thinking of that. Here and there one will, but usually when he 
does he keeps that in the background until he gets the basic research 
done. 

You see, this is the explanation why we in the Foundation need to 
deal with it very little. The research man’s interest is to have the 
results disseminated so that his fellow scientists will know; that will 
increase his standing and at the same time help them. The university 
is interested, or the organization doing the basic research, for the 
same reason—they want to disseminate the information. 

So you might say the basic research is almost hostile to the idea 
of patents, since it is a distraction from its major purpose. But 
occasionally patents will arise and you can tell from my figures the 
extent really to which this happens. 

Well, since our purpose is to strengthen science nationally in the 
National Science Foundation by encouraging and giving the ae. 
tunity to research workers to do this type of work and since the clients 


that we have have that same interest, this means that we are rather far 


removed from the direct question of patents. 

Mr. Mrrenet.. Doctor, I think you very clearly stated your reason- 
ing for the patent policy which your department has adopted. I will 
ask you this—of course, I know you know of the research and de- 
velopment that is taking place under contracts with NASA. 

Now, do you see a distinction, since your contracts, the few that 
you have, are for basic research, and also the majority of them with 
nonprofit organizations—can you see a distinction between your 
agency and NASA? 

Dr. WaterMAN. I believe that any agency that deals with the kind 
of basic research that we do—and all agencies do, in fact, have at 
least a small part—it is still basic and still the investigator is only 
interested in finding something original. But what he finds, no mat- 
ter what, is of interest to the agency, you see. As I say, any agency 
that is conducting or supporting research of the sort I mean by basic 
should, I believe, follow the same policy as we do and they should 
have the authority to do it. 

Now, NASA does this sort of thing and to the extent that they do, 
I believe they should have the same policy, namely allow the in- 
vestigator or his organization to file for the patent and allow the 
Government to have nonexclusive use, royalty-free. 

Mr. Mircnewi. Is that insofar as basic research alone is concerned ? 

Dr. Warerman. That is where we really feel that we understand the 
situation. We do not get involved in development, and only to a very 
small extent in applied research. I am not a specialist in patents, but 
it does seem to me that the idea expressed by Mr. Anderson is quite 
sound, that guiding principles are the important thing, and that the 
head of an agency ought to have the authority to meet a situation that 
arises within his organization in the wisest possible way. 
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Mr. Mircnery. Have you ever had occasion to have two separate 
contractors doing basic research for the Foundation; that is, on the 
same project at the same time ¢ 

Dr. Warerman. No. We only at the present time have four con- 
tracts with private organizations, I think it is, and they are all on 
different subjects. 

Mr. Mrrcnett. You have never had an occasion where there was 
some invention resulting from the work of two individual contractors, 
and where there was a question of title or whether title would he 
granted ? 

Dr. WaterMAN. None on contracts, I think. 

Is that right ? 

Mr. Rutrrensere. Yes. 

Dr. WATERMAN. We have had some patent applications on grants, 
And in each case we have carried out this policy I mentioned, which 
is similar to the Department of Defense’s policy. 

Mr. Mrrcneit. Have you ever had any controversy arising from 
the contractors as to which of the two should receive the title to the 
patent ? 

Dr. Waterman. I don’t think we have had any competition. It has 
always been a clear case. 

Mr. Mrrenett. All right. 

Dr. Waterman. Is that correct ? 

Mr. Rurrensere. Yes. 

Mr. Mr. King? 

Mr. Kine. No questions. 

Mr. Mircuei. Judge ? 

Mr. Cuenowernu. Dr. Waterman, I understand, then, that this 
subject of patents is of no great concern to the National Science Foun- 
dation, hasn’t caused you any particular problem / 

Dr. Waterman. No, sir, it has not. If it did, I think we would 
have the authority to deal with it. 

Mr. Cuenowern. When you enter into a contract for research pro- 
grams, do you incorporate in that contract any reference to the possi- 
bility of an invention that might lead toa patent ¢ 

Dr. Waterman. The usual statement is simply that the Government 
retains the right to nonexclusive royalty-free license. 

Mr. Cuenowetn. In the contract you give, then, the individual the 
assurance that he shall have the full use of the patent, if he has 
something which is patentable? 

Dr. WarerMAN. It is in the grant, rather than the contract. 

Mr. Cuenowetn. In the grant? 

Dr. Waterman. Yes. The decision is the institution’s, in other 
words, whether to file or not. | 

Mr. Cuenoweru. Is that a uniform standard provision in the 
contract ? 

Dr. Waterman. Very uniform in the grant, yes. 

Mr. Curenowetru. Then in no case would the Federal Government, 
under any of your programs, be able to obtain title to the patent if 
such a patent should result from an invention? 

Dr. Waterman. I don’t know whether we have an exception. Of 
course, most of ours are grants, not contracts. If we made a contract 
to get a specific piece of work done with the implication there might 
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pe patents, we could very well put in a clause that the Government 
wanted to make the decision first, if the Government had an interest. 

Mr. CHENOWETH. But up until now, you have never done that ? 

Dr. WarrrMAN. We have never done that, no, sir. 

Mr. Cuenoweru. There has been no thought given, then, to a possi- 
bility of controversy over the issuance of a patent? 

Dr. Waterman. Yes, sir, we have. Our National Science Board, 
our policymaking group in the Foundation, gave a great deal of 
thought to this when the Foundation started, and it was with all these 
things in mind that we developed the policy we have. 

Mr. CuenowetH. You say only about 15 patents have resulted from 
all of your research programs ? 

Dr. WaTerRMAN. Only 15 applications, yes, sir. 

Mr. Cuenowrtu. How many patents have been actually issued ? 

Dr. WATERMAN. Counsel informs me that we don’t know of any. 

Mr. Curenowetnu. None? 

Dr. WarerRMAN. That is right. 

Mr. Cuenowetu. Well, as I say, this is a subject which is of no 
great concern at all, then, to the National Science Foundation? 

Dr. WATERMAN. Yes. 

Mr. Cuenoweru. That is all, Mr. Chairman. 

Mr. Mr. Daddario? 

Mr. Dappario. Doctor, as I understand, you agree with Mr. An- 
derson that an agency head ought to have lines to go by insofar as this 
question of patents and inventions is concerned ? 

Dr. WaterMAN. That would be my personal opinion; yes, sir; al- 
though we are not involved in those questions, most of them. 

Mr. Dappartio. Now, taking that into consideration, and reviewing 
page 5 of your statement, you say that the Foundation, in the light 
of this experience, subsequently altered its policy so that our policy 
with respect to foreign rights 1s now the same as with respect to do- 
mestic rights, namely, that the Government receives a nonexclusive, 
royalty-free license to use the invention for governmental purposes, 
and that actually you have now assumed, in the light of your expe- 
rience, the Department of Defense position ; is that correct ? 

Dr. WarermMAn. On the basis of our experience, yes, sir; for basic 
research, that is. 

Mr. Dapparto. Taking that into view, with the fact that they follow 


| the proposals of your agency, I ask you this question, if you, as the 


head of your agency, had a patent application on a discovery that 
you felt was important to protect your agency and the Government, 
would you hesitate at all to assert your authority to assume title? 

Dr, Waterman. No, sir. 

Mr. Dapparto. You would not need, would you, the terminology 
which now exists, which you have referred to, which does give you 
the right to take title? 

Dr. Warrerman. That terminology, as I understand your question, 
means that I could, as head of the agency, declare the Government’s 
exclusive right to a patent. As I say, if the situation arose where we 
ielt that was important, that is what I certainly would do. 

Mr. Dapparto. You do have that set forth by statute. Yet, the 
fact remains that even though you have it set forth by statute, you 
have assumed this other position. Then my question to you is that 
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despite the fact that you have these guidelines, you have assumed thig 
other position, and now if you did not have these guidelines, if yoy 
had no such rules and regulations to go by, and if the situation came 
where you felt that title should vest in the Government, would you, as 
the agency head, insist that you take title? pes. 
Dr. Waterman. Yes, oa ney What I want to make clear is that 
our policies at present are made in the light of our experience. But 


this does not mean that they are ironclad. If at any time a grant | 


or contract came up which indicated the likelihood of a patentable jp. 
vention being developed, and we felt it was important for the Govern. 
ment to claim the right to exclusive right to this as a patent, we would 
certainly make that claim. In other words, our policy is based on oyp 
past experience. Every time a grant or contract comes up that is sim- 
ilar to the ones we have made, there is no question. But there is not 
to say that one might come up, and if it did, I certainly would do ag 

ou say. 
: Mr. Dappartio. Well, the only point that bothers me in all of this 
is because of the fact that it is so difficult to draw rules and regula. 
tions which can cover every single subject, and because of the fact 
that everyone who has cer so far indicates that there is a need 
for flexibility, that it finally comes down to the point where title wil] 
or will not vest in the Government, depending upon the department 
head, and this is true regardless of the guidelines which are written 
within the language of the statute which applies to the particular 
agency. 

fern Wcaiiean: I should say the head of the agency, if there were 
guidelines, would be held responsible for following those guidelines 
and using his best judgment. If his judgment was bad, then he 
could be called for it. 

Mr. Dapparro. And he could be called for it regardless of the guide- 
lines, could he not? j 

Dr. WarerMan. Yes, but the guidelines ought to be a help to him. 
I am not sure I understand your point. If the guidelines are not 
there, then he can do anything he pleases. 

Mr. Quiciry. Would the gentleman yield at that point? 

Doctor, in fact, aren’t you practically without guidelines under your 
statutory authorization ? 

Dr. WaterMAN. It is a very broad authority ; yes, sir. 

Mr. Quictry. Practically speaking, you could do almost anything 
you, in your honest judgment, thought was in the best interest of the 
inventor, the country, the public ? - 

Dr. WATERMAN. Yes, sir. 

Mr. Dapparto. Then, Dr. Waterman, your reason for wishing the 
guidelines is, then, to have some kind of a standard in case a depart- 
ment head makes a wrong decision, and he could then be more alertly 
and properly called to task for having made the wrong decision ? 

Dr. WarerMAN. Yes, sir. Such a guideline might occur in the legis- 
lation discussion over an act or over an item in an act. 

Mr. Dapparro. Thank you. 

Mr. Quieter. Doctor, I don’t know whether I have a question, but 
I will make an observation. Everybody seems agreed on the desir- 
ability of flexibility in the law, and yet I keep being impressed by the 
tendency toward inflexibility in the operation of the law. Your 
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organization, with no legislative guidelines at all, has over a period 
of time taken a position where you now have a pretty uniform policy 
with grants or individual inventors, for foreign patents; the Depart- 
ment of Defense, just by policy, has evolved an approach which the 
Atomic Energy Commission considers inflexible in the wrong direc- 
tion; by the same token, they have certain statutory authority to back 
them up. The Atomic Energy Commission has pursued a policy 
which a lot of people in industry and in the bar feel is inflexible in 
the wrong direction. NASA has come in here and in effect says 
“Give us the broad, sweeping authority that you have given to the 
National Science Foundation.” I will bet if we do it, within 3 years, 
one way or the other, NASA will have adopted a firm, fixed policy, 
either pretty much like the Department of Defense or pretty much 
like the Atomic Energy Commission, but it will become horribly 
inflexible in its operation, despite the flexibility in the wording of the 
act. 

I don’t know what we can do to correct it. 

Dr. WarerMAn. Well, I think where I come out is the use of the 
word “inflexible.” If our act required us to allow our client or con- 
tractor or grantee to have an exclusive license on research, I would call 
that inflexible, because we couldn’t do anything else. Our present 
policy, it seems to me, even though we do that all the time, is not 
inflexible because we have the authority to do the other. And it 
isthat that I really mean. 

Mr. Quiciey. Well, in a sense, NASA has authority to move in 
whatever direction it sees fit at the moment. It might be a little 
dificult, it might be cumbersome, but they have that authority. The 
Atomic Energy Commission has, I think, more flexibility than it has 
demonstrated in this field, and I think very definitely the Department 
of Defense has great flexibility, but in operation it has tended to get 
into a particular groove and stay there. 

Dr. WarerRMAN. Now, one doesn’t know for sure, unless he knows 
the program very nprety whether the inflexibility—or whether 
the common pattern, say, in Defense is really an inflexible one because 
nobody sees the possibility of making exceptions or whether in eve 
case that comes up they think the policy they have always adopted 1s 
correct for that case. There is quite a difference in whether they are 
openminded or whether they just accept it as a routine, wouldn’t you 


say 

Mr. QuieLry. Well, within the practice of the law. It depends on 
whether the presumption is running for you or against you. It can 
make an awful lot of difference in the preparation and presentation of 
yourcase. I think the Atomic Energy Commission has a presumption 
mmning one way and Defense Department has it running the other, 
~ you don’t have it running either way in the law, but in fact you 

ve. 

Dr. Waterman. There is one thing, Mr. Chairman, I might call 
your attention to, where we have had to give more attention to our 
policy. We have been making a number of grants this past year, 
started as an experimental program, to educational institutions to see 
what can be done in devising laboratory equipment for elementary 
laboratory experiments. Now, that is a case where they really are 
developing pieces of hardware, and what not. If these are proved to 
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be useful in classrooms, there is the possibility of a sale. So we are 
taking steps to cover this particular situation and make sure that the 
Government has its rights protected. 

Mr. Quieter. The Government’s right is protected in which way/ 
Are you taking title? 

Dr. Waterman. I will read the provision we make. This is 
copy of a letter to one of our grantees. 

In the case of equipment for which patent application is made, arrangements 
for commercial production should be such as to permit the widest possible 
number of appropriate and interested concerns to submit proposals for produce. 
tion and distribution of the equipment. Selection of manufacturers and dis. 
tributors shall be made so as to assure the widest distribution at the most 
reasonable price. Any profits or royalties received by the grantee from the 
sale of equipment shall be used for purposes agreed upon by the Foundation 
and the grantee. 

So here is a place where we have departed somewhat from our reg. 
ular policy. 

Mr. Quieter. You have given them an exclusive license but limiting 
what he can do with his royalties ? 

Dr. WaTerMAN. Exactly, yes, that is right, sir. And the manner of 
distributing the product. 

Mr. Quicrey. Mr. Yeager ? 

Mr. Yeacer. One question, Dr. Waterman What percentage of the 
Science Foundation’s budget now is going to basic research contracts 
and grants? Just roughly. 

Dr. Waterman. About one-half. 

Mr. Yeacer. About a half? 

Dr. Waterman. A little less than one-half. 

Mr. Yeacer According to the information given the committee 
earlier in the vear, there are six Government agencies other than yours 
which are spending $20 million or more a year in what they term 
basic research. Is it your experience—and I know this is maybe a 
hard question to answer because there is so much controversy over 
what basic research is—would you say as a general proposition that 
other agencies of Government who are doing basic research consider 
it in the same light as the Science Foundation, that they have roughly 
the same definition ? 

Dr. Waterman. In the part that they quote to us to incorporate 
each year into our report “Federal Funds for Science,” we make every 
effort to have them follow the same definition. The other agencies 
are familiar with this and it is generally accepted. It is pretty hard 
to draw this line, as you, of course, know, especially in some areas, 
but they do their best and we do believe the figures we get. from the 
Government are not only pretty good but improving all the time. 

Mr. Yeacer. The Space Administration estimated earlier that they 
were in 1959 spending between something like $29 million and $30 
million in this area, and there have been indications of dissatisfaction 
that NASA is not doing more in basic research. If this is the case 
and if they become more involved in basic research than they have in 
the past, then you would feel, 1 gather from your testimony, that it 
would be advisable they have this flexibility we are speaking of? 

Dr. Waterman. Yes, I do. 

Mr. Yracer. Thank you. 

Mr. Quie.ry. Mr. Carstarphen ? 
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Mr. CarsTarPHEeN. Thank you, I have no questions. 

Mr. QuiGLEy. Any more questions 

(No response. ) 

Mr. Quictey. If not, thank you, Dr. Waterman. We appreciate 
you coming here to testify in your usual competent way. 

The subcommittee will now recess and reconvene at. 2 o'clock, at 
which time we will hear Mr. Falvey, the Deputy Assistant Secretary 


of Defense. 


(Whereupon, at 12:12 p.m., the subcommittee recessed to 2 p.m.) 


AFTERNOON SESSION 


Mr. Mircuetz. The subcommittee will be in order. 

This afternoon we are privileged to have Mr. James P. Falvey, 
Deputy Assistant Secretary of Defense, accompanied by Mr. G. C. 
Bannerman, Director of the Office of Procurement Policy; Mr. H. C. H. 
Williamson, Office of Procurement Policy; Mr. R. Tenney Johnso 
Office of General Counsel, and Lt. Col. Willard Hodges, Chief o 
Patents in the Judge Advocate General’s Office, U.S. Army. 

You have a prepared statement ? 

Mr. Farvey. I do, Mr. Chairman. I am the James P. Falvey you 
referred to in your introduction. 

Mr. Mrrcneuy. I think it would be good, Mr. Falvey, if you would 
identify for the members of the committee, those who are accompany- 
ing you, so we will know them by name. I think we know the colonel, 
from his uniform. 

Mr. Fatvey. Mr. Bannerman, Mr. Williamson, Mr. Johnson. 

Mr. Thank you. 

Mr. Fatvey. Mr. Chairman, I appreciate the invitation to appear 
and discuss Department of Defense patent policies. I might say, par- 
enthetically, I have been a registered patent attorney for 22 years, 
though I have been with the Department just 314 months. 


STATEMENT OF JAMES P. FALVEY, DEPUTY ASSISTANT SECRETARY 
OF DEFENSE (SUPPLY AND LOGISTICS) ; ACCOMPANIED BY G. C. 
BANNERMAN, DIRECTOR OF THE OFFICE OF PROCUREMENT 
POLICY; H. C. H. WILLIAMSON, OFFICE OF PROCUREMENT 
POLICY; R. TENNEY JOHNSON, OFFICE OF GENERAL COUNSEL; 
AND LT. COL. WILLARD HODGES, CHIEF OF PATENTS, JUDGE 
ADVOCATE GENERAL’S OFFICE, U.S. ARMY 


Mr. Farvry. IT am James P. Falvey, Deputy Assistant Secretary of 
Defense (Supply and Logistics). I appreciate your invitation to 
appear and discuss Department of Defense patent policies. For the 
convenience of the committee I will divide my statement into these 
major topics: What our policy is; how it came to be; why it is what 
itis; and finally, our views on the proposal of the National Aeronautics 
ind Space Administration now before the committee. 

The Department of Defense patent policy is set forth in the armed 
ervices procurement regulation (ASPR), especially in our patent 
‘lause. First, we do not acquire any patent rights in a contract calling 
wlely for the delivery of supplies. Second, in any contract having 
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experimental, developmental, or research work as one of its purp 
the Government receives a royalty-free, nonexclusive license to use 
any invention conceived or first actually reduced to practice in the 
course of performing the contract work. This license means that 
the Government has the right to have any manufacturer it chooses 
produce the patented article for the use of the Government without 
payment of royalty to the patent holder. 

The contract clause prescribed by ASPR defines the obligation of 
the contractor and the rights of the Government. Generally, the con. 
tractor retains title to patent and the right to collect royalties on al] 
commercial business. The Government receives a royalty-free right 
to use the invention. Specifically, the clause requires a disclosure of 
inventions conceived, or first actually reduced, to practice in the per. 
formance of contract work; a statement as to patents applied or to be 
applied for; and the grant of a license to the Government of a royalty. 
free license to practice by or for the U.S. Government throughout the 
world in each invention. If the contractor has elected not to file q 
patent application covering such invention, the contractor, upon the 
request of the contracting officer, must convey all his right, title, and 
interest in such invention to the Government. Hence, the Govern- 
ment may acquire title to inventions originated in the performance of 
contract work for the Department of Defense in this manner. 

With respect to foreign rights, the contract clause provides that the 
contractor has the exclusive right to file for foreign patents within 
9 months from the date of the filing of the U.S. application. The 
Government may request conveyance of the contractor’s entire rights, 
title, and interest in inventions in each foreign country in which an 
application has not been filed within the time specified, subject to a 
reservation of a nonexclusive and royalty-free license to the contractor 
with the right of the contractor to grant sublicenses. 

All subcontractors are required to convey similar rights to the 
Government or the prime contractor must seek a waiver of that re- 
quirement from the contracting officer. In the event that the waiver is 
not granted, the prime contractor may not proceed with that particu- 
lar subcontract. 

When work under the contract is to be performed outside the United 
States, the contractor is also required to disclose inventions. He has 
the exclusive right to file applications on such invention within 9 
months after the date of disclosure to the contracting officer. The 
U.S. Government shall receive the same type of license as in the do- 
mestic case with respect to any patent issued. 

I would like to make it clear that if at any time the Department 
determines that title to any particular invention should not be allowed 
to remain in private hands, we have the flexibility to contract for the 
reservation of title in the Government. 

To repeat, our general policy as expressed in our patent clause is to 
require disclosure of all inventions, a statement of election by the 
contractor as to whether he has filed or intends to file a patent appli- 
cation thereon, license to the Government with the right reserved to 
the Government to acquire all rights in the invention if the contractor 
elects not to file and the Government has determined that it is worth 
while to file a patent for its protection. 
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Historically, the patent policy of the Department of Defense was 
and is the result of operating experience of the Department and the 
military departments prior to the establishment of the Department of 
Defense. Section IX of the ASPR, which covers patent and copy- 
right matters and technical data, was the first uniform statement of 
general policy on the subject that covered all military services. It 
was promulgated on July 1, 1949, and incorporated the principles 
which the military departments had found through their experience 
to be most workable and effective to meet their needs. 

There has been only one major revision to the patent policy of the 
Department of Defense as set forth in section IX. This came about 
after exhaustive consideration by an Armed Services Patent Policy 
Review Board in 1952 and extensive review and coordination within 
the military departments, the ASPR Committee, industry, and special 
consultants. The revision was issued on January 4, 1955. The prin- 
cipal changes were to correct certain features of the former policy that 
had proved pone experience to be undesirable. For example, the 
revision eliminated the statement of conditions under which the De- 

artment of Defense was to acquire title to inventions. This change 
Bes not prevent the Department from obtaining a title, but has the 
effect of requiring that the affirmative decision to take title be deter- 
mined at departmental level rather than at the contracting officer level. 
Other changes included prohibiting the negotiation for background 

atent rights if the invention had been reduced to practice as an inci- 
fent to procurement of supplies. It also eliminated technical data 
from the operation of the patent rights clause and made it a subject 
for separate treatment. 

In short, the changes moved further from the title concept to the 
license concept. Our experience under the present policy has been 

d and no changes of concept are needed to satisfy Department 
of Defense requirements. 

The foregoing formation and evolution of policy was influenced 
by the reports of various commissions, Presidential and congressional 
studies, and boards within the Department. The divergent views as 
to rights in inventions arising out of Government-sponsored research 
have existed for a number of years. The statements below represent 
the two sides of the question. 

The report of the Attorney General to the President on “Patent 
Policies and Practices of Government and Agencies Relating to Inven- 
tions of Their Employees and Contractors (1947). This report stated 
at page 76: 

Recommendations of Attorney General: (1) As a basic policy, all contracts 
for research and development work financed with Federal funds should contain 
astipulation providing that the Government shall be entitled to all rights to 
inventions produced in the performance of the contract. 

The second report of the National Patent Planning Commission 
(1944) at p. 24 made the following recommendation : 

It has been urged with considerable theoretical justification that there should 
be a uniform patent clause in all Government research and development con- 
tracts. The Commission has concluded that a single uniform practice would be 
unfeasible and undesirable from the standpoint of the Government. The owner- 
ship of inventions resulting from such contracts cannot be fairly determined by 


a1 arbitrary or fixed rule but should be established in each situation in accord- 
ance with the applicable circumstances. The Commission believes, however, that 
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since the Government has no need of the right to exclude conferred by a patent 
and does not enter into ordinary commercial enterprises in competition with its 
citizens, full ownership of patents should not ordinarily be asserted by the 
Government. An exception to this policy would be the situation in which private 
ownership of the patents would conflict with national interest. In those caseg 
in which the Government does not acquire ownership of the patents, it should 
ordinarily receive as a minimum a royalty-free license. All negotiations jn 
connection with research and development contracts, as well as the drafting of 
the contracts themselves, should be performed as now, by the agencies involved, 


All elements of the Department of Defense have opposed legisla. 
tion or any administrative requirements which would tend to impose 
the title theory upon the research and development and contracti 
provisions of the Department of Defense. On every occasion in whic 


the matter has been under consideration, strong opposition has been 
voiced by the Secretaries of Defense, Army, Navy, and Air Force. 
Kenneth C. Royall, while Acting Secretary of War, in a letter, 


dated January 27, 1947, to the President, pertaining to the title 
theory advanced by the Attorney General's report, stated : 


** * T am satisfied that adoption of the recommendations would wreck 
the War Department's research and development program. 


Secretary of the Army Frank Pace, Jr., in a letter dated July 95, 


1951, to the Director of the Bureau of the Budget, in commenting on 
injecting the title theory into a Senate bill, stated : 
The enactment of S. 323 including such provisions relating to inventions and 


patents as recommended by the Department of Justice would seriously im. 
pede and cripple the armed services research and development program. 


James Forrestal, in a letter to the President dated January 29, 


1947, while Mr. Forrestal was Secretary of the Navy, speaking in 
opposition to the title theory, stated : 


This would create dangerous rigidity which would certainly impede ania 
might altogether imperil the prosecution of a vigorous and effective research 
and development program * * *, Actnally, in my considered view, as J have 
already stated, we are dealing not with a bare possibility but with an extreme 
probability that serious harm would follow. 


Mr. Wilson, while Secretary of Defense, submitted the fol 
Jowing statement to the subcommittee of Committee on Appropria- 


tions, House of Representatives, during February 1956: 


It is fair for the Government to receive from its research programs only a roy- 
alty-free nonexclusive license with respect to inventions conceived or first actually 
reduced to practice under our research and development contracts, and to per- 
mit the research and development contractor to reiain fe to the patent and 
the right to collect royalties on all commercial production. The principal rea- 
son for believing that the above is fair grows out of the fact that the Govern 
ment is accorded all of the rights which it needs, i.e., to use itself or to author- 
ize its contractors to so use. It follows that acquisition of the complete title 
would mean obtaining more rights than the Government needs. 

It is right for the research company to share, since : 

(a) It is the best incentive to our contractors to invent. As a matter of 
interest, this incentive is recognized within a large segment of industry wherein 
the concerns have entered into employment agreements with their scientists and 
engineers under which they either share the results or even permit the em- 
ployees to retain commercial rights. Under these circumstances, the incentive 
would be for the employee-inventor to work on those projects which offer a po- 
tential return to him and to disregard governmental work if these did not 
offer that potential return. 

(b) Experience over a number of years leads to the strong conclusion that 
the research organizations of industrial organizations are not available for hire 
at all, but if they could be made available, the Department of Defense could 
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not, within existing appropriations levels, possibly pay the cost of doing busi- 
ness on that basis. In short, adoption of the full title concept would wreck our 
research and development program. The importance of that program is well 
known to this committee. 


Continuing, Mr. Wilson said : 

The remaining question of interest to this committee is what would the Gov- 
yernment do with the greater rights than it needs if it acquired them. Among 
the avenues available are, first, it could embark upon the business of licensing 


the rights to commercial users for fees. Aside from the apparent problem of 
which user should the DOD license, and upon what terms, the end result is for 


the Government to project itself wrongfully into the industria) field. Secondly, 
a license could be granted to any person who requests it. This is not desirable 
since an invention to be valuable requires commercial exploitation. Licensees 
would be reluctant to invest the necessary capita) unless assured of an exclusive 
position with respect to the items. Thus, full Government ownership of patents 
would have the ultimate effect of removing the patent from commercial usage. 

Thus the Department of Defense patent policy is a considered dis- 
tillation and refinement of years of operating experience, The \mpor- 
tant factors which are embodied in the policy are as follows: 

The mission of the Department of Defense is the defense of the 
Dnited States. Thus, the Armed Forces must be provided with 
weapons which incorporate the most advanced technology. In order to 
obtain such weapons, it 1s necessary to compete with the demands of 
the civilian market for the scientific, technological, and engineering re- 
sources of American industry because we depend upon industry to pro- 
duce the weapons we need. What are the motives of industry in as- 
sembling these resources? It is necessary to be realistic about this. In- 
dustry is in research to design and create products to sell. Research 
must have a production line ts bi in industry. If industry lost its 
hope of the commercial market through a requirement that title to the 
ventions resu)ting from Government work be vested in the Govern- 
ment, our ability to secure the services of qualified and competent firms 
would be impaired. Since we must compete successfully for the scien- 
tific resources of industry, we must provide all of the incentive 
consistent with national interest. Our patent policy is a part of that 
incentive. 

At the same time, our policy is aimed at protecting the interests of 
the United States. In determining the question of the division of 
patent nghts resu)ting from research and development financed by the 

partment, we find our only need for patent rights is for a license to 
usd the patented invention and so we will not have to pay twice. We 
buy only that which we need. This gives effect to the historical and 
traditional policy that the Government does not engage in commercial 
enterprises in competition with its citizens. It would be a waste of 
time, energy, and money for the armed services in their contracting to 

uire rights, which, if obtained, would not be used. 

consider our patent policy is in the best interest of the United 
States. It is designed to provide the incentive for American industry 
to undertake the scientific and development work so sorely needed in 
our present and future weapons. If we are to forge ahead in this age 
of rapid technical development and resulting rapid obsolescence, we 
must continue to recognize, respect, and encourage all the inventive 
genius which this Nation can muster. 
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I turn now to the patent problems that have arisen when the Depart. 
ment of Defense and the National Aeronautics and Space Administra- 
tion (NASA) jointly fund a project and when the Department ne. 
otiates a contract on behalf of NASA. These problems of course can 
traced to the present section 805 of the National Aeronautics and 
Sapa Act of 1958, which treats property rights in inventions under 

ASA contracts in a manner different from the policy of the Depart- 
ment of Defense. After much discussion we have recently provided 
new guidelines in ASPR for our contracting officers in placing patent 
rights clauses in contracts on behalf of NASA. It contemplates the 
four situations which most frequently arise. 

First, where the NASA work order states that their patent rights 
clause is required and the work to be performed is not severable, and 
is funded in whole or in part by NASA, we use the NASA clause, 
However, where a contract has n started by the Department and 
NASA wishes to join in the work it is sometimes necessary to write 
a — contract to cover the NASA work unless the contractor 
can be persuaded to accept a change in the patent rights situation to 
follow the NASA requirements. t think you will agree it presents 


an undesirable situation. Contractors should not have to give u 
their contract patent rights to accommodate Government Funding 
problems. 

The second situation occurs when the work under the contract js 
severable, in such cases the contracting officer can apply the NASA 
clause to the NASA portion and the Department’s clause to our por- 
tion. This is undoubtedly a confusing situation but is sometimes 
inevitable. For example, a military department may be developing 
a motor for a missile and NASA wishes to have one of these motors. 
In such a case the contract agreement relating to the NASA portion 
would probably be written as if it were a supply contract to avoid 
inclusion of the NASA patent clause but only iF NASA says their 
clause was not 1 earring This becomes a matter of resolving the 
question by NASA and the military department involved. 

_ Third, in the situation where NA A has stated that their clause 
is not required in any resulting contracts we would use our patent 
clause if one is required. 

The fourth situation is a typical supply situation where NASA has 
entirely funded the contract and they require no patent rights clause 
then no patent rights clause of any kind would be included. 

I come now to the changes in section 305 propre by NASA. In 
its present form, section 305 requires generally that N SA take title 
to inventions made in the performance of its contracts unless the 
Administrator determines that the interests of the United States will 
be served by waiver of all or any part of the Government’s rights. 
The proposed revision would repeal these provisions and replace them 
with language providing for the disposition by the Administrator of 
rights in inventions made or first actually reduced to practice under 
a contract or other arrangement of NASA “in a manner calculated 
to protect the public interest and equities of the contractor.” The 
quoted language, which is taken from the National Science Founda- 
tion Act of 1950, would enable NASA, in the absence of unusual 
circumstances, to require only a nonexclusive royalty-free license to 
inventions made under a contract having experimental, developmental, 
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or research work as one of its purposes. The proposed new lan- 

e would retain and broaden certain provisions of the present 
section 805 to permit the Administrator to waive title to inventions, 
retaining only a license for the Government and foreign governments 
having an applicable treaty or arrangement with the United States. 
NASA would also remain a “defense agency” for the purposes of the 
Invention Secrecy Act. 

The Department of Defense supports this proposed amendment to 
NASA’s statutory patent policy. From an administrative standpoint, 
such a change would eliminate the troublesome complications that 
oecur when NASA places a contract through, or together with, an 
agency Of the Department of Defense. From the standpoint of a 
contractor, the change would remove the inequitable and confusing 
inconsistency between the patent policies of NASA and the Depart- 
ment of Defense on matters involving substantially the same tech- 
nology. In contracts employing the same technology with the same 
contractors the division of patent rights should not depend on the 
vagaries of funding as it now does. ‘There are many areas of research 
where both NASA and DOD could profitably join hands in funding 
such research for mutual benefit but for the fact that it is harder to 
persuade industry to take the NASA patent rights clause. 

I, therefore, support the indorsement of the Department of Defense 
for the proposed changes in the National Aeronautics and Space Act 
of 1958, and strongly recommend their enactment. 

This concludes my statement, Mr. Chairman. I would be happy 
to furnish the committee with any other information they may desire. 
Thank you. 

Mr. Mrrcneti. Thank you very much. 

Now, of course, your statement is certainly clear as to your endorse- 
ment of the proposed amendment to the act of last year. But now, 
under the terms of this ement, Mr. Falvey, I would like your 
opinion. I can understand your approval of the proposed amend- 
ment since the Department of Defense and NASA have so many 
mutual contracts. 

Mr. Yes. 

Mr. Mircnetn. And you often join together in projects, that you 
would like a uniform patent clause to be added, if one is necessary, in 
your contracts. But now under the proposed language could there 
not be a difference, administratively, in the patent policies which your 
Department has chosen and that which the NASA could choose? 
You could still have variances as to your patent policies under this 
language ? 

r. Fatvey. Beg pardon? 

Mr. Mrrcwety. oo could still be at variance insofar as patent 
policies are concerned under the language that is proposed? This 
would not necessarily mean that the Department of Defense and 
NASA would always be on all fours, so to speak, in writing patent 
provisions ? 

Mr. Fatvey. I am not suggesting that, Mr. Chairman, but it would 
be possible for them to be consistent. 

Mr. Mitrcuety. Of course, you have given examples where it is im- 
possible under existing law for them to be consistent ? 

Mr. Fatvey. That is right. 
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Mr. Mircuey. Now, this morning we heard testimony from a rep. 
resentative of the Atomic Energy Commission. He suggested to t 
committee that in his opinion it would be wise to include in any legis. 
lation that might be enacted a statement of congressional intent to 
guide the administrator on these patent provisions. I do not know 
whether you are familiar with the testimony this morning. 

Mr. Fatvey. I am not, sir. 

Mr. Mirrcenett. Would you have any opinion on that? 

Mr. Fatvey. As I understand it, an expression of congressional in. 
tent as a guide to the agencies, is that what was proposed ¢ 

Mr. Mircweiy. As a guide to those who would have the responsi- 
bility of determining whether or not the Government would, in a par. 
ticular instance, retain title or would take only a nonexclusive license, 

Mr. Fatvey. Well, it is my opinion, sir, that the flexibility that jg 
now possible under the DOD practice, that it would be hazardous to 
make some mandatory provision that would destroy that flexibility, 
Do I make myself clear? 

Mr. Mircue.y. No, I do not follow you. 

Mr. Fatvey. The Department of Defense follows the license theory, 
rather than the title theory. I guess what I was trying to say was 
a if the congressional intent were in that direction, that would be 

e. 

Mr. Mircueti. Of course, you are operating under no legislation 
whatsoever ? 

Mr. Fatvey. That is right. 

Mr. Mrrcneity. You are operating administratively. Do you feel 
that the language that NASA has proposed would adequately protect 
the interests that the Government might have in any inventions? 

Mr. Farvey. I would say “Yes.” ‘That is my opinion of the lan- 
guage; that is—in effect, you are asking whether it 1s my opinion that 
that language would do the trick. I believe so, sir. 

Mr. Mrrcne.i. Of course, we realize that you are not operating 
under any statutory language, I thought that would be your answer. 
Would you say that the language, as broad as is proposed, that it 
would make it possible, if we had a poor administrator, whose judg- 
ment some of us might not agree with, would it not be possible for him 
to make decisions concerning the Government’s interest that would 
not be in the best interest of our Government? Would he have that 
discretion under this language? 

Mr. Fatvey. You say if you had a poor administrator under the 
broad language. I think that is right, sir. 

Mr. Mrrcneyi. That being so, do you think that a general state- 
ment of intent of the Congress included in the legislation, itself, would 
not be a wise idea, to give him guidelines? I think you mentioned 
something about you had administratively set guidelines for those 
who are negotiating. Would it not be wise for the Congress to set 
general guidelines, not to destroy the flexibility that is essential, but 
to give to those who must make these decisions an idea as to what the 
Congress intends in these matters? 

Mr. Fatvey. Well, in your previous question—and I assume that 
is a continuation of that—you referred to a poor administrator, and 
of course, a poor administrator is a problem that I do not think any 
guidelines would help much, sir. 
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Mr. Mircuetx. You do not feel then that that would be beneficial 
at all in adding something to the proposed language ? 

Mr. Fatvey. I do not think language would help a_ poor 
administrator. 

Mr. Quieter. Would the chairman yield at this point? 

Mr. Yes. 

Mr. Quieter. If you have a good administrator, Congress does not 
need to help him; if you have a poor administrator, Congress cannot. 

Mr. Mircnexy. Of course, I think it would be almost as difficult to 
write a language as to what constitutes a poor administrator as it 
would be to set these guidelines we are talking about. 

Now, you stated on page 3 of your statement concerning the 
policy that has been adopted, that— 


’ Our general policy, as expressed in our patent clause, is to require disclosure 


of all inventions, a statement of election by the contractor as to whether he has 
fled or intends to file a patent application, license to the Government with the 
right reserved to the Government to acquire all rights in the invention if the 
contractor elects not to file, and the Government has determined that it is worth- 
while to file a patent for its protection.” 

The word “and” was something that occurred to me. Does that 
mean “and” and not “or” there / 

Mr. Fatvey. No, I believe “and” would be correct there. But I 
would let Mr. Bannerman take that. 

Mr. BanNERMAN. I think “and” is correct. The situation is if the 
contractor has an invention to which we would otherwise get a royalty- 
free license and he elects not to file on that invention, we may have 
to file in order to protect ourselves from having some third party file 
and thereby exclude us from our royalty-free license. 

Mr. Mircuent. But your policy is that you will not seek title unless 
these other conditions take vilene 1s that true? 

Mr. Fatvey. Well, we will normally not seek title unless the con- 
tractor has advised us that he is not going to apply for a patent, except 
ina few rather unusual circumstances. We can always in the dis- 
cretion of a military department change this policy, if we think there 
issome outstanding reason for doing so. 

Mr. Mrrcueit. Has there been any appreciable change in the num- 
> Sa he that you have taken since this administrative change of 

icy 
ines WitiiAmson. We have figures which show the number of titles 
acquired by one department in fiscal year 1959, but they do not reflect 
the change in acquisition of title since the change in the policy. In 
short, we just have them for 1 year here. This one department re- 
ceived something like 600 inventions, of which the contractor had 
elected to file on 465 and the department elected to file on the balance. 

Mr. Around 150? 

Mr. Wittramson. That is about it. 

Mr. Mircuett, That was one department for one fiscal year? 

Mr, Witttamson. Yes; one fiscal year, 1959. 

Mr. Mircuett. Do you have any figures prior to 1955 with which 
you can compare those ? 

Mr. Witt1amson. Not here, sir. 

Mr, Mrrcurty. Thank you. 

Mr. Daddario. 
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Mr. Dapparro. Mr. Falvey, as I understand your recommendation 
it is that we support the recommendation for amendment to section 
305, as proposed by NASA ? 

Mr. Fatvey. That is right, sir. 

Mr. Dappario. Now, the Department of Defense has a policy which 
is not to take title? 

Mr. Fatvey. That is right; the license rule. 

Mr. Dappario. But you do have the flexibility to retain title in those 
cases where you deem it necessary ? 

Mr. Fatvey. That is right. 

Mr. Dapparto. And that is your present policy, and it is not one 
that needs to be changed? That would come about in accordance with 
“are — c as it presented itself under your present rules and regu- 

ations 

Mr. Fatvey. I am not so sure I understand your question. 

Mr. Dapparro. You would not have to change your policy, as it 
now stands, in order to take title, although you would radial not 
take title # 

Mr. Fatvey. That is right. There have been instances where it has 
been deemed advisable to take title; but they are the exception rather 
than the rule. 

Mr. BANNERMAN. That is correct; it is a rather unusual case, 

Mr. Davpario. Now, how would your situation then differ in any 
way from the proposal which is now before us to amend section 305 in 
the manner as presented? What is the difference between the situa- 
tion in the Department of Defense and that which would occur within 
NASA if the Congress did amend as proposed ? 

Mr. Fatvey. Well, it is my understanding that the law pertaining 
to NASA requires title. 

Mr. Dapparto. Yes. I am talking about the change that you ree- 
ommend as being a proper one, that if we did so amend, how would that 
then differ from your policy ? 

Mr. Fatvey. It would provide NASA the flexibility to conform 
to DOD policy. 

Mr. Jounson. May I point out one section there? In the proposed 
NASA language there would be authority in the Administrator to 
waive title to invention to which he had originally acquired title. The 
Department of Defense at the present time does not have authority to 
waive title to inventions in which it holds the title. That, I thinks 
substantially the only difference in authority that would obtain 
tween the present Department of Defense policy and the proposed 
language of NASA. 

Mr. Dapparto. Well, do you believe that that is a necessary and good 
clause to have in this proposed change, that the Administrator would 
have that right to so waive, once he has taken title? 

Mr. Jounson. Well, the NASA Administrator has recommended it 
and it is, as I understand it, part of his present authority, or a slight 
broadening or clarification of it, and we see no reason for changing 
that. We have not, to my knowledge, found it necessary to seek au- 
thority to waive title. 

Mr. Dapparto. Then, except for that difference, Mr. Falvey, actually 
all you are doing is setting up guidelines which have a sort of a stop 
which the Administrator can adhere to if he wants to, but if he decides 
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not to go that far, he can go exactly as far as you people do in the De- 
artment of Defense ? 

Mr. Fatvey. That is correct, sir. 

Mr. Dappario. Therefore, it boils down, does it not, to the rules 
and lations which the particular agency, NASA in this case, would 
formulate for themselves over a period of time, and this would depend 
a great deal upon the experience they would run into, tempered by 

recedent and the Administrator’s desires ? 

Mr. Fatvey. With the possible addition of the experience of the 
Department of Defense as a guide. 

r. Dappario. Well, in taking into consideration, too, that there is 
experience—that they could gather the experience from other agencies, 
as well as yours, as a guide. 

Mr. Fatvey. Right. 

Mr. Davpario. But that in the final analysis—and this is the thing 
that I keep coming back to, that as many guidelines as we would like 
to draw and as many rules and regulations as we would promulgate, 
in the final analysis, if there is eres and flexibility which is de- 
sired, it boils down to the same thing. It results, in the final analysis, 
to the same kind of rules and regulations which now exist in the 
Department of Defense. 

Mr. Fatvey. That is right, sir. 

Mr. Dapparro. That is all, Mr. Chairman. 

Mr. Judge Chenoweth ? 

Mr. Cuenoweru. Mr. Falvey, I want to commend you on a very 
clear-cut and decisive statement concerning the position of the De- 
partment of Defense. You certainly left no doubt as to where you 
stand and what your — is. This is a very interesting situation 
we have here. Three different agencies are involved: Department of 
Defense, Atomic Energy Commission, and now NASA. 

The Atomic Energy Commission apparently is taking one view and 
the Department of "Safenee another, and now it looks like NASA 
wants to side with the Department of Defense rather than go with 
the Atomic Energy Commission. I do not know what all the in- 
fluences are which have brought that about but it is very obvious what 
they are seeking to do here. 

e had the Atomic Energy Commission represented before us this 
morning, and their representative takes a very diametrically opposite 
attitude from what you do on this subject. Twice Congress has 
spoken now and has taken an exactly opposite position from that 
which you take. I would be interested to know just how the De- 
partment of Defense arrived at this policy of taking the license in- 
stead of the title? You made the statement that it did considerable 
study. First, I would be interested in knowing a little bit more 
about your experience and background. You state you were a patent 
lawyer for how many years? 

r. Fatvey. I was admitted to practice in 1937. 

Mr. Curnowern. And you did practice patent law since that time ? 

Mr. Fatvey. Yes. 

Mr. Cuenoweru. Up until the time you went into the Department 
of Defense ? 

Mr. Fatvry. Well, with this qualification, that for approximately 
5 years before going with the Department of Defense it was more 


on, 
ion 
ich 
Ose 
one 
rith 

S it 
not 
has 
ther 
any 

5 in 
tua- 
thin 
ing 
Tec- 
that 
orm | 
osed 
r to 
The 
} 

osed 
rood 
ould | 
ed it 
light 
ging 
all- 
rally 
stop 
cides 


168 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


the administrative type, licenses and that sort of thing. I did have 
some exposure to it, but I was not actively engaged for 5 years prior 
to coming with the Department of Defense. 

Mr. CuEenowetu. While you were practicing patent law, did you 
have any contacts with your clients oe sense this issue was involved ? 

Mr. Fatvey. Yes. 

Mr. Curnowetu. You did have some? 

Mr. Fatvey. They felt very strongly about it. 

Mr. Cuenowetu. What is their feeling ? 

Mr. Fatvey. They want to retain the—the contractors want to re- 
tain title and grant the Government license. 

Mr. Cuenowern. Is that almost a universal attitude among the 
contractors 

Mr. Fatvey. Pretty close to 100 percent, from my observation, 

Mr. Curnoweru. Now, the counsel for the Atomic Energy Com- 
mission this morning told the committee they were having no diff- 
culty whatever in obtaining contractors for their work. It had not 
interfered at all with their operations or worked any hardship on 
them by taking a different attitude? 

Mr. Fatvey. I think in these patent matters you find quite a di- 
vergence of opinion, not only as to patents but as to patent pro- 
cedure. Very seldom do two patent attorneys agree on anything. 

Mr. Quictey. Very seldom do two attorneys agree. | Laughter,] 

Mr. Fatvery. In the case of patent attorneys, it’s even more so. 

Mr. Bannerman. I think, to a far greater extent than the AEC, 
we are using existing research and development departments of exist- 
ing commercial concerns who are in the manufacturing business. 

These research and development departments are created originally 
by these companies to produce products for the company, to come up 
with products or improvements to products that they can manufacture, 
The real reason for their existence is this adding to the manufacturing 
ability of the company. AEC, to a far larger extent than we, I think, 
has created Government research facilities and has asked industry to 
come in and staff it, in effect, for the Government. And industry, for 
the AEC, to a lesser extent than with us, is using its own existing 
research and development departments. We go into a company like— 
you can name any one of dozens of them—who maintain for their own 
purposes a research and development department and we use that de- 
partment. They would not be available to us, I am afraid, or at least 
in many cases they would not, if we did not provide any possibility of 
a production payoff. 

Now, this is a little different than when you establish a big Govern- 
ment-owned operation and ask industry to come in and staff it for you. 
Their motives, their incentives are a little different. They might go 
into an organization such as that simply to develop a lot of advanced 
know-how that they would not otherwise get without any intention or 
expectation of having any immediate payoff. 

Mr. Cuenowern. In other words, there are certain contractors who 
would not be available to you ? 

Mr. Bannerman. I do not think there is any question about it. We 
do a great deal, I would say probably the preponderance, of our 
development work in existing research departments of industry. 
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Mr. CurenowerH. Do you compensate them for that research work? 
Mr. BaNNERMAN. We compensate them for what amounts to bare 
cost, plus a slight override. I do not think the research and develop- 
ment departments would be available to us on that basis unless there 
was a production payoff. They would not rent their research depart- 
ments out to their competitors, for instance, on any such basis as that, 
and there is no reason to assume they would rent them out to us unless 
there is some likelihood, at least, of some advantage to them, beyond 

e cost. 
at Fatvey. It might be stated that the research activities of some 
of the contractors with whom the Department of Defense deals, 
that their research activity is incidental or a means to an end. They 
are not selling research as such, research, per se. 

Mr. Cuenowetn. Under the NASA program, perhaps the opposite 
would be true. They are not so much interested in the production 
as they are in the actual invention, the basic research work. I can see 
there is some distinction in the two fields. Although NASA indicates 
that they enter into contracts jointly with the Department of Defense 
and it is embarrassing to them that they cannot incorporate the same 
provision in their contract that you do and that is causing some dis- 
location. Is that correct ? 

Mr. Fatvey. Yes, sir. 

Mr. Cuenowernu. You refer to it in your statement. 

Mr. Fatvey. There are four situations that are referred to in the 
statement. I can point to them, I believe. Yes, on page 9, the para- 
graph beginning at the bottom of the page, about a third of the way 
up, it starts off, “First,” and so forth. There are four situations. 
That is one and then there are three other situations on page 10. 

Mr. Cuenowern. Do you have the situation arise frequently where 
you enter into a joint contract 

Mr. Wittiamson. It does arise, and I would not be able to say how 
frequently it arises, but it has arisen, and there have been instances 
where the NASA agency desires to join in research and obtain some 
of the product of the research. One way that that is handled is to 
give the NASA agency—execute their work order as if it were a supply 
contract. In other words, we pay the contractor for the material, the 
labor, and the overhead and the profit that go into the thing, and there 
are no rights involved at all. This is necessary because it is the only 
way we can do business with them. They are not willing to trade the 
patent position they have under the Department of Defense contract 
with that which they would acquire under the NASA contract. 

Mr. Curnowern. You proceed then under the Department of De- 
fense policy 

Mr. Wittiamson. If the contract—let us say we are starting fresh 
todo some research work, and if the contract, let us say, were being 
Placed by NASA, they would probably use their own patent-rights 
clause. Their work order will state that their patent-rights clause is 
required. So in that case we have to use theirs—the law is overriding. 
But it does present a difficult sales job for us. 

Mr. Cuenowern. Let me ask this question, Mr. Falvey: Do you 
Neognize any situation where it might be desirable for the Federal 


rovernment to obtain title to the patent in your dealings with these 
different contractors ? 
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Mr. Fatvey. It is conceivably possible. I would say it would be 
certainly the exception, possibly the rare exception, as Mr. Bannerman 
has indicated. 

Mr. Curenowetu. It would be the rare exception ? 

Mr. Fatvey. Is that right ? 

Mr. BannerMAN. Am I not correct that we did it in one case on 
request of the FBI, if I am not mistaken, when we were buying or 
developing some bulletproof vests? They did not want this to fal] 
in the public domain. [Laughter.] So the Government retained title, 

Mr. CuHENowetH. You might give us the reference. Maybe some 
Members of Congress might be able to use those vests. 

Mr. Quieter. In their 

Lieutenant Colonel Honers. I can cite another situation where we 
obtain what amounts to title in the invention. 

It is a license with a right to sublicense for commercial sale, if we 
so desire. That is in the case of developments for civil defense, where 
the item—there may be a desire that it be sold, let us say, in local 
drugstores, and so forth. We obtain in all of those contracts a license 
that really amounts to a title, because it is considered that there is a 
need that we have extremely broad rights to pass on even to the com- 
mercial market. And there essentially would be no commercial 
patent in existence in that field. 

Mr. CuenowetH. You cannot do that under your standard clause 
in these contracts ? 

Lieutenant Colonel Honeers. It is a deviation, and we can grant a 
deviation with the approval of ASPR, and we do. It is a blanket 
deviation in civil defense items that we do essentially take title. 

Mr. Cuenowetu. Legally, you could not do it under the wording 
of the clause, but you use the pressure and the power of the Defense 
Department to accomplish that purpose? 

Mr. BANNERMAN. We have no statute, as it was stated earlier, that 
applies to us in this respect. 

Mr. Cuenowetu. I am not talking about the statute—— 

Mr. BanNERMAN. So what is involved is a waiver of our own 
regulation and that we can do if a proper case is presented. 

r. CHENOWETH. When do you make such a waiver ? 

Mr. BANNERMAN. We have cited two cases. 

Mr. CHEnowetH. You do not do it at the time you sign the contract? 

Mr. BANNERMAN. Yes, sir. 

Lieutenant Colonel Hopers. Yes, sir. We tailor the clause of the 
contract to suit the situation and the need. 

Mr. CuEnoweru. Suppose the situation develops after the contract 
is a chee that you decide you want to take title; how are you going 
to do it 

Lieutenant Colonel Hopcrs. Well, we would have to bargain and 
revise the contract and probably give some additional consideration 
for the change. 

Mr. Cuenowetnu. It might cause you some little embarrassment, 
might it not? 

Lieutenant Colonel Honers. I think so, sir. 

Mr. Cuenowetu. In other words you take the position that in prac- 
tically no case, you say almost without exception, the Federal Gov- 
ernment has no interest in the title to the patent? There is only one 
case in which you ever did it? 
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Mr. BANNERMAN. Excuse me. There is one class of cases as men- 
tioned in Mr. Falvey’s statement where we very frequently take title, 
and that is where the contractor, inventor, does not elect to file him- 
self and we need to take title to protect ourselves. 


Mr. CuoenowretTH. What type of case would that be that the con- 
tractor is not interested ? 


Mr. BANNERMAN. Quite a few cases. Actually the ones that occur 
to me as the ones most common are those contracts we make with so- 
called not-for-profit institutions, research foundations and people 
of that sort who have no policy of their own, and under those 
circumstances we would take all rights and title to the invention so that 
we might take a patent and protect ourselves from having someone 
else try to exclude us later. 

Mr. CuEenoweTu. In other words, as I get the impression, when 
you are dealing now with these contractors you are virtually tellin 
them: If you come 7 with something now, a good invention which is 

atentable, which will produce a product which will be acceptable and 
in demand on the commercial market, that is yours and we are giving 
you the monopoly on that, and no one else is ever going to get into 
that field, that is yours, exclusively, in perpetuity; is that virtually 
what you are telling him ? ; 

Mr. BANNERMAN. For commercial purposes that is substantially it. 
I would state it the other way uaa we are simply saying he gets 
what he er gets out of the fruits of his research department 
and we only buy that which we need from him. 

Mr. Cuenowetu. But he is doing this research at the expense of 
the Federal Government. 

Mr. BANNERMAN. To be sure. But the question is what do you pay 
for the product you are getting? We are getting all of the military 
rights to any inventions he comes up with. Now, we are paying for 
that, as I say, by paying his costs or in some cases we have cost-sharing 
contracts; where we are not even paying all of his costs, but in 
general we pay his costs and perhaps a slight fee. What I was say- 
ing earlier is, this is, in our judgment, not enough to lead most in- 
dustrial concerns to be willing to give you their commercial rights, too. 
It would cost us more to get the same research organizations doing our 
work for us if we had a different policy. And we see no reason for 
paying more because we have no need for the commercial rights. 

r, CHENOWETH. The argument has been made before this com- 
mittee and I can see it has some validity, that the Federal Government 
should take the title to the patent and then there can be competition 
among the manufacturers who might be interested in producing that 
article; instead of giving one firm a monopoly this would permit sev- 
eral, perhaps, to engage in the production of that article. The Gov- 
ernment having spent the money on the research, it is unfair then, to 
others in industry, to prevent them from participating in the manu- 
facture of that article. 

Now, what do you say to that theory ? 

Mr. Bannerman. I think the answer to that question is twofold. 
First I would like to repeat what I just said, that if that were our 
policy it would in some cases cost us more and in other cases we would 
not be able to get the research done at all. 
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Secondly, if you believe in the patent system at all, you must believe 
that the granting of an exclusive right encourages invention and ep- 
courages people to put their own money into exploiting, perfectin 
and developing inventions. That is what the patent system is 
about as we see it. 

Mr. Cuenowetu. It really comes down to the point that the com. 
pany is doing this and not the Government. 

Mr. Bannerman. I know, but there are very many of these inven. 
tions, of course, that require a great deal of exploitation before they 
become very valuable commercially. Now I do not think you can be 
positive in this field, obviously. 

Mr. Cuenowern. All you are interested in is the military aspect? 

Mr. BannerMAN. That is right, that is right. 

Mr. Cuenowetn. That is another point to make. The Federal 
Government is not engaged in competition with private industry? 

Mr. BANNERMAN. That is correct. 

Mr, Cuenowern, All you want is the military advantages of that 
patent ? 

Mr. Bannerman. That is right. 

Mr. CuenowetH. Why should you then deprive others who might 
be interested in the manufacture of that product the right to do so? 
Where we have put up the money for the research, in other words we 
are giving one individual a monopoly on that product, commercially, 

Mr. Fatvery. I believe that it might be said that the fact that the 
contractor retains title for the commercial exploitation of the inven- 
tion ‘s reflected in the price that the Department of Defense pays for 
the job that is given to that contractor to do. It is an inducement to 
the contractor to, let us say, shade the price. 

Mr. Cuenowern. You feel you get a better price, then, by giving 
him the monopoly? 

Mr. Farvey. Yes, sir. 

Mr. CuenowetTn. You would not get a better price by having sev- 
eral compete on that production? Ordinarily you get a better price 
through competition, but you say you get a better price through 
monopoly 

Mr. Fatvery. I do not believe I am quite saying that. 

I would like to make one other observation if I might. You used 
the expression “in perpetuity.” Bear in mind the patent monopoly is 
for 17 years. 

Mr. Cuenowern. Yes, I understand that. 

Mr. BAnNERMAN. With respect to your last point, Mr. Chenoweth, 
once the Government takes royalty-free nonexclusive license to any 
invention we can thereafter have that invention practiced or the 
product constructed for us by anybody, including competitive pro- 
curement. Actually, you see—— 

Mr. Cuenowern. What is the actual practice in that field; how 
does it work out ? 

Mr. Bannerman. It varies all over the lot depending on the cir- 
cumstances of the individual case. Obviously, a company that is an 
inventor of a complicated scientific device is three steps in front of 
anybody else and he may very well turn out to be the best qualified 
firm to build it for you later. But on the other hand, he may not. 
There are many cases where we have in fact used such inventions and 
based specifications upon them and bought competitively. 
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Mr. Cuenoweru. This policy has been in effect since July 1, 1949, 
according to your statement, Mr. Falvey, and was revised on January 
4,1955. Apparently no substantial changes were made in 1955; just 
changes in procedure 4 

Mr. Fatvey. The revision was issued on January 4, 1955, and that 
deals, I believe, with ASPR and I think perhaps one of these other 

entlemen is more qualified than I am. 

Mr. Cnenowern. What I was trying to establish is the length of 
time that. you have followed this practice. Would that be July 1, 
1949; is that correct ¢ 

Mr. Bannerman. The military departments at that time, the War 
Department and the Navy Department, had substantially the same 
policy fora period ahead of this. That is my understanding, subject 
to correction, that this was their policy all during the last war and 
perhaps even ahead of that. 

Mr. Cuenowertn. I see. 

Lieutenant Colonel Hopers. Historically, the Department of De- 
fense has pretty well dealt in respect of patents since the 1860’s. Now 
the only anes that, was required to go into contracts up until about 
just prior to World War II was a patent indemnity clause. We did 
not have R. & D. as such. But from a study of Army regulations and 
the retained files, they would indicate that we have had this policy 
substantially always. 

Now, in 1942 we had a definite policy that we would get, say, cer- 
tain rights in R. & D. contracts, and there was a change, as men- 
tioned, in 1952 and in 1955, but substantially we followed this policy 
historically. 

Mr. Curnower#. There has been no material change, then, over the 

ears ¢ 
: Lieutenant Colonel Hopers. I could say “Yes.” There are changes, 
but whether they are material or not—they are certain changes. 

Mr. Bannerman. In the fundamental policy it has not changed 
much. It has been subject to review many times, 

Mr. Cuenowetn. Is there any disagreement in the Department of 
Defense over this policy or are you following it enthusiastically ? 

Mr. Bannerman. I think it is safe to say there is no significant dif- 
ference of opinion within the Department. 

Mr. Cuenowern. After all of these years, then, all of you are satis- 
fied and convinced that this is the right policy ? 

Mr. BANNERMAN. Yes, sir. 

Mr. Cuenowern. That you are getting more for your money under 
this policy than you wid thtoagh any other policy; is that correct? 

Mr. BANNERMAN. That is correct. 

Mr. Fatvey. Yes. 

Mr. Curnowetn. You say you buy only what you need. You do 
not buy the title, only the license, and you are saving money for the 
Government by continuing this policy ;is that correct ? ' 

Mr. Farvey. That is correct. 

Mr. BAnNEeRMAN. That is correct. 

Mr. Cuenowetnu. That is all, Mr. Chairman. Thank you very 
much. 

Mr. Mr. King? 

Mr. Kine. Mr. Bannerman, I will direct my question to you be- 
cause you were discussing the matter about which I would like to 

48827—59-——12 
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pursue my questioning and carry on the line of discussion of Mr. 
Chenoweth. There are those who still feel that it is a little uncon. 
scionable to be using the taxpayers’ money to, in effect, further a pri- 
vate mono oly in a particular inventive area. Youare familiar, of 
course, with the argument. 

Mr. BANNERMAN. Yes. 

Mr. Kine. You have given some good answers to that position. 

On page 7, however, quoting ey Wilson in that subparagraph 
a, it says: 

It is the best incentive to our contractors to invent. As a matter of interest, 
this incentive is recognized within a large segment of industry wherein the cop. 
cerns have entered into employment agreements with their scientists and engi- 
neers under which they either share the results or even permit the employees— 
and soon and soon. It is that word “share” that intrigues me. 

Now, the suggestion has been made from several quarters that per- 
haps it would be fair to work out a royalty-sharing agreement between 
the Government and the prospective patentee whereby he received title, 
as he does now under your procedure, but also that the Government 
retain some sort of a proprietary interest in that on this same sharing 
agreement as is referred to in the text. And that would do justice, in 
part at least, to those who argue that it is unconscionable to use tax- 
payers’ dollars to foster a private monopoly. 

ould you care to discuss for a moment the feasibility of some 
royalty-sharing agreement between the patentee and the Government? 

Mr. BaNNERMAN. Yes, sir, Mr. King. 

I think it would be our view that if we bought, in essence, something 
beyond what we now buy, namely, the right to participate in royalties 
that might evolve from commercial work, that it would be necessary to 
pay something in addition to what we now pay for what we would be 

tting. It is a question of how much. I cannot think of anything 
that would be more difficult to evaluate than the extra cost that a 
potential royalty coming in from some as yet uninvented substance 
would be worth at the time you made the contract. 

Furthermore, we would be buying only money, and I do not know 
that the Department of Defense would be particularly interested in 
just making an additional facet to its contract to get money reim- 

ursement. We are able to make, with research organizations at the 
present time, the contracts we make because we do not do that, in part. 

Now, if we are to make additional demands on them, I think it is 
fair to say it would cost us something, and the question is: How much 
is it worth? I would not know how to evaluate it. I just do not know 
how much that would be worth in a given case. It would be different 
in every case. 

Mr. Kine. By the way, what happens—there is a little digression 
but it does tie in with what you said—what happens when a contractor 
carries out an R. & D. contract with the Department of Defense, antic- 
ipating receiving the benefit of a couple of juicy patents that come 
along, and then at the last minute it is decided by the powers that be 
that this patent is so effected with public interest and so vital to our 
security that we cannot possibly let them have it, the Government has 
to retain title to it? Does that not throw their calculations all awry as 
a result of that? That is something that they probably could not have 
anticipated. Is that just one of the calculated risks that they incur! 

Mr. Bannerman. I do not profess to know all of the cases, but I 
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think I would be fair in stating that under our policy this would al- 
most never happen. Because the decision as to whether we are going 
to allow him to retain title, which is our normal] practice, or whether, 
in the unusual case, we are going to take title, is taken at the time the 
contract is made. So there would be no misunderstanding arising 


r. 

Mr. Kine. In that case you would pay them more; is that the idea? 

Mr. BANNERMAN. Well, we might very well have to. It would bea 
matter 7 negotiation in each case. I think, clearly, on the average 
we would. 

Mr. Kine. Yet, would they not occasionally stumble onto something 
rather profound and vital to security that was not anticipated before 
they went into it? 

Mr. Bannerman. Well, I am no expert on this question of the 
security of patents, but I know this much aboat it, that there are ways 
of protecting the classification of patents when security is involved. 
This question of security is quite another thing. Perhaps one of our 
colleagues—— 

Mr. Kine. Well, I understand that. But that is not really what I 
am asking about. 

My question goes to the matter of what happens when a contrac- 
tor is deprived of the fruits of his inventive work because the patent 
happens to deal with a matter that is vital to security. Then, he is 
being denied the very thing that you say is the incentive that causes 
him to move forward, and yet we acknowledge that occasionally he 
will be deprived of that incentive if his patent happens to fall into a 
certain category. Then you came back and said: “Well, that very 
seldom would arise.” 

Let me hasten to add: But over in NASA it seems to me that that 
would arise rather may yet I could be wrong, but—— 

Mr. BannerMAN. I do not think there is any change in our basic 
title theory simply because a thing happens to be classified. He would 
eng title. But the question as to how much that title is 
worth—— 

Mr. Kine. He does not get the benefit out of it; therefore, he gets no 
incentive. 

Mr. BANNERMAN. Colonel, do you want to talk on that ? 

Lieutenant Colonel Hopers. Well, I am not too sure that I under- 
stand Congressman King’s question. Now, if it deals with whether 
the invention itself is classified and we place a secrecy order on it— 
and, incidentally, the patent does not issue until the secrecy order is 
removed 

Mr. Krvna. I understand that. 

Lieutenant Colonel Hopcrs. We do not take title in order to place 
- secrecy ; we just issue a secrecy order, he still has title, we have our 

cense. 

Mr. Kina. Let me make my position clear. I understand all of that. 
You have erected an argument based on the hypothesis or the proposi- 
tion that unless they have proper incentives they will not go ahead and 
perform this R. & D. work on the basis that now exists. I am saying 
that, occasionally, even under the present system, the status quo— 
occasionally, they will have to go ahead and do that work without the 
incentive that you say is indispensable, because, occasionally, they 
will come up with an invention which the Government will say: “We 
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are not going to give this to you because it is so critical.” So m 
question is: What happens to their incentives in that situation ? 

Mr. Bannerman. I think actually the incentive is to a degree per- 
haps toa reduced degree, Mr. King, still there. 

he secrecy order is not applicable forever. He has title. When 
the secrecy order is removed, which is the first time the thing could be 
used commercially anyway, he would then be in exactly the same 
position as any other inventor under our policy would be. So if this 
thing has potential commercial value, we have delayed that value, but 
we have not destroyed it. : 

Mr. Fatvry. Deferred it, so to speak. 

Mr. Kine. Suppose it has no commercial value? Suppose this is 
one of those basic Inventions that is absolutely imperative, indispensa- 
ble for the whole space program, this is the keystone in the arch, it 
has little commercial value but tremendous value as the key to our 
one whole phase of our space program. So even under your theory 
we are still going to have to hang on to that patent, we are not going to 
remove the secrecy for a long time, not for years and years, maybe 
never. So even under your theory he would get no incentives in that 
situation and my question is: Is that just one of the calculated risks 
that he has to incur that maybe one invention out ef every hundred— 
whatever it would work out to be mathematically—he just will not get, 
because he has put his finger on something too important. 

Mr. Bannerman. I do not think there is any question but when 
we ask any contractor to do research work for us in a field where 
he and perhaps even we know at the outset that there is not likely 
to be much commercial availability or commercial exploitability of 
the resulting inventions, in those cases we probably do have to pay 
more. We negotiate the best contract we can in each case, but it may 
well be that they will expect to be reimbursed a little better for their 
engineering and scientific approach to such contracts. 

Mr. Kine. All right. Let me move on to a couple of other matters, 
and I appreciate your answer, and I believe what you have said has 
thrown some significant light on the question I asked. It was pointed 
out in our testimony this morning that there were some significant 
differences between NASA and the Department of Defense insofar as 
it applies to the problem now before us. It was pointed out, for 
example, that the Department of Defense is interested, of course, in 
defense and nothing more. It does not enter into the civilian or non- 
defense governmental activities at all; whereas NASA does. The 
NASA program is essentially a peace program, a civilian program, 
a nonmilitary program, a program which very conceivably could find 
itself in competition with commercial interests, being in the peaceful 
nonmilitary field. 

It was suggested this morning that that, in itself, is a very significant 
distinction ; so significant as might possibly call for the application of 
a different rule. Would you like to comment on that? 

Mr. Bannerman. Well, I think there is no question but what they 
are in a field which is only one end of the spectrum of a great number 
of different fields that we find ourselves in. Whether this should lead 
you to a different conclusion with respect to what the patent policy 
should be is, I think, quite a different question. 

In our judgment, based only on our own work, but finding parallels, 
the question as to what the patent policy should be depends at least 
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jn part on: Who are you seeking to get to do your work for you? Are 
you going to do this in big Government laboratories? Which is, I 
think one problem, and perhaps a problem that would lead you to a 
different conclusion. Or are you seeking to use the existing research 
organizations of industry? And, if the latter, then the question that 
needs to be asked is: What kind of inducements does it take to get 
them to do the work for you? 

Mr. Kina. So you feel that your policy would have peculiar appli- 
cation to Department of Defense and to NASA, but not so much per- 
haps to Atomic Energy, because their setup is a little different, because 
they have so much inhouse activity / 

Mr. BANNERMAN. It is none of our business, as pointed out, we being 
in the military business, what some other agency may feel is the best 
way to get its inventions exploited. But I think the question needs to 
be asked, nevertheless: Is this devotion of patent rights to the public 
interest, or the public domain, the way to get the investment of com- 
mercial capital that it takes to get commercial development ? 

I think there is some question as to whether that is or not. And I 
think the patent policy of the United States is the best source of policy 
for the way to get commercial exploitation and development. I think 
this may be true even in the atomic energy field. But that is their 
business and we are not concerned. 

Mr. Kine. You don’t question for a minute, I take it, that where 
occasionally a patent comes along that is vefy, very critical, in the 
sense that it is the keystone in the arch of the whole program, in that 
exceptional situation, the Government should definitely retain it? 

Mr. BANNeRMAN. Again, we speak only from a military standpoint. 
Even though the item is a keystone in the arch of a whole program, 
a royalty-free license is enough for us to allow that keystone there- 
after to be practiced by whoever we want to do business for us. 

Mr. Kine. When you retain this nonexclusive license, that gives you 
the right, does it, to turn around and deal with some other firm to 
manufacture ? 

Mr. Bannerman. Yes, sir. As long as the manufacture is for the 
Government. 

Mr. Krna. They in turn could subcontract with another firm ? 

Mr, BannerMAN. Correct, as long as the production is for us, as 
distinguished from commercial production. 

Mr. Kine. Let me ask just one or two other questions, if Imay. It 
has been brought out on page 11 that the language of the proposed 
bill, section 305, and particularly the words “in a manner calculated 
to protect the public interest and the equities of the contractor,” that 
ison the top of page 11, it has been pointed out that those words were 
borrowed, essentially, from the National Science Foundation Act. of 
1950. Now, this morning we received testimony to the effect that the 
National Science Foundation actually has very little use for the acqui- 
sition of patents because so much of its work, the great bulk of its 
work is done in basic research rather than in applied research, and 
in basic research you are dealing with these fundamental basic con- 
cepts, many of which are not patentable at all. 

So that the way it has worked out in practice is that they just 
haven’t gotten into the patenting activities at all. 

_Now, I am just raising the question: Might it not be that it is a 
little unfortunate that we use as our analogy, prototype, whatever the 
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word is, a statute which was designed to apply to a situation that js 
entirely different from the situation in whieh NASA finds itself, be. 
cause NASA will find itself continually dealing with patents of great 
importance to the progress and security of our Seton 

fr. Bannerman. NASA, of course, will have both types of situa. 
tions, the pure research and the development, if you will, applied 
research. 

Mr. Kina. Well, this language in particular, “in a manner calcu. 
lated to protect the public interest ad the equities of the contractor,” 
we have discussed this before in our hearings over the last 2 days, 
And the thought has been expressed on several occasions that perhaps |_ 
that language is a little vague, it is lacking in adequate guides. | |. 

ointed out that although it is patterned after the National Science |, 

oundation Act, that doesn’t tell us very much, since the National 
Science Foundation hasn’t really been up against the same type of _ , 

roblem that we are up against. So Iseeno analogy. The fact that |. 
it has worked there in no way means that it will work here. So] | | 
come back to the question: 

Don’t you think that these words may be a little bit vague and am- 
biguous? And then let me add this » haadte Yesterday Mr. John- 
son, the Chief Counsel for NASA, suggested that there were at least 
two or three or four areas or categories of contracts in which the Goy- 
ernment definitely would retain title to the patents. Now, these cate- 

ories, I suppose, weré the result of some administrative decision, 
hey were not the result of any congressional action. They were 
simply the result of the Administrator having decided that those are |. 
categories in which the Government should retain title. | 

Now, my question is, shouldn’t those categories, if they are valid |_| 
categories, shouldn’t they have the benefit of some congressional enact. 
ment, or should we, on the other hand, turn it over to the Administra- 
tor to, in effect, carve out these areas in which the Government should 
retain title? In other words, isn’t it possible that these words are 
too wage and that they need some further implementation by Con- 

ss 
or. Farvey. They are broad, Mr. King. They are certainly broad. 
Whether “broad” and “vague” are synonymous, I wouldn’t attemptto | 


say. 
‘Mr. Kine. Let’s say—I raise the possibility of their being too broad. 
Would you like to discuss that for a moment 

Mr. Fatvey. Well, I have to admit that the words speak for them- 
selves, and they are certainly very broad. 

Mr. BannerMAn. We are certainly in no way urging the specific 
language that should go in someone else’s bill, although we mention it 
here. The fact of the matter is that what we are interested in isa | 
policy for NASA that will be consistent with ours, so that we won't 
run into embarrassments when we are contracting one for the other. 

I would think this, though, with respect to the last part of your 
question, Mr. King, that where they are able, today, to carve out three — 


or four broad categories, that they say would be excluded from their | 
neral policy, I have no doubt that 6 months from today they would | 
ave one or two more, and perhaps drop some of those they had. 
And this thing is a changing thing. It involves coping with the 
problem as you meet it, and you meet it in your day-by-day adminis- 
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tration of your work. I think it would not be fruitful to try to spell 
out the specific cases in legislation. I think it would probably make 
it impossible for them, or might run the risk of making it impossible 
for ied to spell out additional cases that they would want to add 
or perhaps change some of those if they found that some that were 
already in were wrong. 

Mr. Kine. I want to thank you for your answers. They have been 
very illuminating and very helpful. 

hat is all I have, Mr. Chiedteaban!: 

Mr. Mrrcneti. Mr. Bannerman, from your experience and your 
view, no legislation, really, is necessary in this field to set up the policy 
which ‘ and the Department of Defense subscribe to; isn’t that 

rrect 
» Mr. BAaNNERMAN. Well, I think that is a fair statement, Mr. Chair- 
man. The fact of the matter is we have existed without it for man 

ears. You might almost say that our position, having been so well 
own to the Caretta as it has been over all these years, and the 
Congress having seen fit to take no action with respect to it, you 
almost have a statement of congressional intent, the equivalent of leg- 
jslation to say that this is all right. 

The policy is certainly clear and always has been. 

Mr. Mr. 

Mr. Quictey. Mr. Bannerman, in connection with that, however, 
aren’t we really being asked at this particular moment to reverse a 
congressional policy and to, in effect, substitute the license concept 
for the title concept, as far as NASA’s future operations are con- 
cerned? Boiled down to its essence, isn’t that what we are being asked 
to do? 

Mr. Bannerman. I think that is fundamentally what you are being 
asked to do for NASA. 

Mr. Quietry. Well, in that case, if this committee is supposed to 
accept that recommendation and present it to the full committee and 
ultimately to the House of Representatives, I think it is almost essen- 
tial that the members of this committee be persuaded that your ap- 

roach, as pursued under the Department of Defense policy, is not 

ust the best policy for the Department of Defense, or not just the 
best policy for NASA, but the best policy for the Nation. 

The thing that bothers me about NASA’s proposal here is that it 
has been presented as a solution to their problem, it solves NASA’s 

roblem, as far as administrative headaches with the Department of 
Bitense, or as far as administrative headaches with the Atomic Energy 
Commission. But I think it completely bypasses the basic problem of 
the Nation. 

Mr. BannerMAN. This is, of course, what we tried to show in all 
of the early part of Mr. Falvey’s statement, that we feel that the 
policy of the Department of Defense is the right policy. 

Mr. Quietry. Allright. 

Mr. BannerMAN. Not just that we are having administrative prob- 
lems, but rather that it is the right policy. 

Mr. Quictey. Let’s get away from this feeling, because obviously 
you feel one way about it and obviously the witness today from the 
Atomic Energy Commission felt quite strongly in the other direction. 

Mr. BanNerMAN. With a different problem, perhaps. 
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Mr. Quieter. Perhaps NASA’s problem is different. I think this 
is the thing that bothers me, we are trying to solve NASA’s problem 
either the way Atomic Energy Commission solved theirs to their satis- 
faction, but not to the satisfaction of people in industry, or the way the 
Department of Defense has solved its problem apparently to the great 
satisfaction of people in industry. 

The thing I would like to get to is, in your statement, Mr. Secre- 
tary, on page 8, you say: “If industry lost its hope of the commercial 
market through a requirement that title to the inventions resulting 
from Government work be vested in the Government, our ability to 
are the services of qualified and competent firms would be im- 
paired. 

Mr. Fatvey. Yes, sir. 

Mr. Quieter. Can you back up that statement with specific in- 
stances? 

Mr. Fatvey. I beg your pardon? 

Mr. Quieter. With specific examples of where the Department of 
Defense lost out, or would have lost out if the policy had been the same 
as the AEC? 

Mr. Fatvey. Mr. Quigley, I would like to let Mr. Bannerman talk 
for the Department of Defense, because I think it would be presumptu- 
ous for me, being in the Department of Defense for 314 months to 
try to go back over a period of years. 

Mr. Quieter. I don’t want to be unfair in my question, but I think 
we have to get this out of the theory stage. We have two groups of 
lawyers here, those who buy the title concept and those who don't. 
And the Department of Defense is pursuing one approach and the 
Atomic Energy Commission the other. NASA, through the wisdom 
of Congress or otherwise, has attempted to steer something of a middle 
road, much closer to AEC, than DOD. 

Now, it is suggested that we should reverse our field. As I see it, 
it is suggested that we not only steer closer to DOD, but buy it, lock, 
stock, and barrel, because I think if we pass the legislation that has 
been recommended to this committee, we are, in effect, saying that the 
policy of NASA and the policy of DOD are identical, for all practical 
purposes, recognizing 

Mr. Fatvey. I think that isa fair statement. 

Mr. Quiciey. Recognizing the right of the exception, but for all 
practical purposes, the same. And I think this committee, this subcom- 
mittee and this committee and the Congress ought to have and must 
have good reasons for doing that, not just: “We feel it is more effi- 
cient,” or “We feel it gives us a better price,” or “We think we save 
the taxpayers money.” 

I think we have got to document our case, and I don’t think we 
have done it so far. 

Mr. Fatvey. Well, I think that could be done. However, if it is of 
any interest to you, I just came out of industry, 25 years in industry, 
and I know how industry feels about that. 

Mr. Quictey. I know how industry feels, too, but I know how the 
Atomic Energy Commission feels about it and I am not so sure I agree 
with either of you. But I think the burden is on this subcommittee, to 
either go forward with this recommendation or to drop it. The easy 
thing is always to drop it and to do nothing. 

Mr. Fatvey. Yes. 
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Mr. Quictey. But if we are going to go forward, if we are going to 

to the full committee, if we are going to write up an intelligent re- 

rt, if we are going to go into the well of the House and say Congress 
was wrong when it adopted this policy, I think we have got to be able to 
make out a case. And I don’t think we are anywhere near making 
out that case as of 20 minutes of 4 on December the Ist. 

Mr. BANNERMAN. Mr. Quigley, it seems to me that we don’t need to 
and shouldn’t overstate our case. The fact of the matter is that there 
js no question but what if we had the policy of the AEC that we could 
undoubtedly create large research organizations of our own and get 
them staffed by industry, if we elected to do so. 

I don’t think there is any question, also, but what many industrial 
research organizations, particularly those that exist in what I call 
“captive” industries, such as the aircraft industry, where a substantial 

rtion of the total business is Government—and they had better do 
what we want or they are out of business—I think those probably could 
be made available to us on such a title theory. But I don’t think there 
isany question but what there are lots of existing commercial research 
departments that would just say: “Go on your papers; we are 
not interested in business with you on that kind of a basis.” Now, 
I can’t cite to you chapter and verse, because we have never had that 

licy. We have never been faced with the necessity of having them 
tell us that. They have told us many times that that is what their 
attitude would be, but we have never had to put it to the test. 

Mr. Quietey. How do you know they are not bluffing ? 

Mr. BannerMaNn. You can’t be sure of that, of course. But you 
know this, for instance—well, Mr. Falvey was in, among other things, 
the battery business. His company could not go to one of his com- 

titors and hire their engineering resources on a cost-plus-fixed-fee 
losis to do battery research for them under which his company would 
take title. They would laugh at him. They aren’t in that business. 
They are in the business of developing batteries for themselves. It 
is very difficult for us to try to prove a thing like this by saying it 
happened in this case and that case and the other case, because the 
fact of the matter is it has never happened. We haven’t had to put 
it to the test. 

Others here may know of other cases. 

Mr. Fatvry. In a sense it would be negative proof, because of the 
policy of the DOD. And a negative proof is a pretty hard thing to 
establish. 

Mr. Dapparto. Will the gentleman yield ? 

Mr. Quiciry. Yes. 

Mr. Dapparto. Well, I think we are getting to a point where the 
industry’s position and the Department of Defense’s position are neces- 
sarily together. Isn’t it the situation that industry prefers the Depart- 
ment of Defense position, but that it not necessarily has set that policy, 
and neither is it perfectly in agreement with everything the Depart- 
ment of Defense does. But this is your position, your policy, and 


that industry is able to get along better with you under these circum- 
stances than under the title theory ? 

Mr. Fatvry. Not only able to get along better with us, but as Mr. 
Bannerman pointed out, he is convinced, and I am inclined to concur 
with him, that the Department of Defense gets a better price under 
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the policy it has followed than under the other policy—namely, the 
title policy versus the license policy. 

Mr. Dappario. If you take it from there, the Department of De. 
fense dealing with industry on that basis and carrying out its fune- 
tions for the Government finds itself in the position where it is able 


to work out arrangements with private industry in order to accom. | 


plish Department of Defense aims and objectives in a better manner 
than through some other policy. The fact remains you have diverted 
yourself from title theories over the course of time to the point where 
you now have this license-free arrangement. 

This has worked out to the point where you now believe this is your 
best situation ? 

Mr. Fatvey. That is correct. 


Mr. Dappario. Well, then, carrying that out just one step further, | 


when you get into the situation of contracting with industry to carry 


out your responsibilities in their research and development labora. | 
tories, you find there, too, a changing situation. Some of those re. _ 


search and development laboratories actually need less assistance from 
you to carry out these responsibilities than others, and you are able 
to better adjust yourself to that situation under this arrangement as 
you now have it. 

Mr. BannerMan. That shows up in several ways. We may havea 
project for development that we know is a matter of considerable 
interest also to the company for its own use, in which case we could, 
and quite frequently do, negotiate a cost-sharing arrangement as our 
contract with him. This wouldn’t change the title theory—I mean, 
he would retain commercial title; we would take the military—what is 
in essence the military rights. 

Nevertheless, we would share in cost of the development. 

Mr. Quieter. Can I interrupt at that point ? 

Mr. Dapparto. Yes. 

Mr. Quieter. In your testimony, Mr. Bannerman, you kept re- 
ferring to the responsibility of the Defense Department being made 
when it retained the military rights in any invention, in any develop- 
ment, in any patentable idea. 

From the bov's point of view, I think this is correct. But don't 
you recognize a different responsibility, as far as NASA is concerned! 

Mr. BanNERMAN. Well, let me first correct my earlier testimony. 
I shouldn’t have said “military” rights. I think that “Government” 
rights is the proper word. 

Am I not correct in that? In other words, the rights we obtain are 
useful not only to the military, but to any governmental purpose for 
any department. So that what we do take is broader than that. With 
that explanation, I am not sure that I would agree that the NASA 
problem is substantially different from ours. It seems to me that no 
matter which direction you look at it from: If you look at it from 
the standpoint of the Government, NASA will be getting under the 

olicy that is proposed all that the Government needs; and if you 
ook at it from the standpoint of what is the best for the civilian or 


commercial economy, why, you have to, it seems to me, keep your eyes — 
open to the fact that a patent title encourages exploitation, the in | 


vestment of commercial money and the development of new ideas built 
on the original patent and that you need these things in order to get 
ahead quickly with your technology, even your commercial technology. 
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Now, you can’t say—and I guess this is what I haven’t emphasized 
enough—you can’t really say that the Government has bought that 
right, because the Government hasn’t bought that right. It has 
bought something less than that. And if it were to buy that commer- 
cial right, as I keep saying, it would cost more. And query: Why 


- should we buy it? Why not leave it to the normal operation of the 


tent system when you don’t need it? 
Mr. Quictry. What you are saying is that under the license con- 


- eept, as pursued by DOD, if authorized by the Congress and followed 
by NASA, NASA would then get all of the Government rights it 
needs ¢ 


Mr. BANNERMAN. That is right. 

Mr. Quieter. And you feel that you could probably get this at a 
better price and it would encourage greater participation on the part 
of the American industry ? 

Mr. BanNERMAN. That certainly would be my view, and I think the 
Department has supported that view. 

Mr. Quietry. You may be right. I really don’t think you have 
made out your case, 

Mr. BANNERMAN. I am sorry. 

Mr. Quieter. But I mean you may be right. I am not trying to 
change DOD’s policy and not trying to change the Atomic Energy 
Commission’s policy. What this committee is charged with is whether 
or not it should change NASA’s policy. And I think we have got the 
burden on us to justify the change. I am not so sure that at the 
moment we have the arsenal of arguments that we need to justify it. 

Mr. BannerMAN. I think we might be in a better position with you, 
Mr. Quigley, if we made it clear that what we are really trying to 
do is to assure that the policy that we have found is right for the 


- DOD continues to be the policy of the DOD. 


There are reasons of administrative convenience why we think 
there should be the same policy in both places. I think when we go 
beyond that, we perhaps are going beyond the legitimate interests 
of the Department of Defense. I think that what we say beyond that 
is probably an expression of personal opinion, a firmly held personal 
opinion, I might add. 

Mr. Quietry. In other words, if this bill were to pass, and the law 
were to be amended, life would be a lot easier for the Department of 
Se ua - its dealings with NASA and its cooperative dealings with 
indust 
Mr. cmeiicae There isn’t any question about that. 

Mr. Quietey. And this is the basis of your recommendation ? 

Mr. BanNerMAN. That is correct. 

Mr. Quieter. Thank you. 

Mr. Mironey. Mr. Secretary and Mr. Bannerman, it seems that 
what you are saying is that this is really a matter of the patent 
Eaeeophy that one would hold; that is, as to what are the real pur- 
poses of patents in the first instance; is that correct ? 

Mr. BanNeRMAN. I feel that way. 

Mr. Faxvey. I think it enters into it, Mr. Chairman. 

Mr. Mrreneti. And that the patent philosophy that has been de- 
veloped in this country and others nee be more consistent or would 


be consistent with the license theory rather than the title theory ? 
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Mr. Farvey. That is in essence what our presentation added up to 
summarized in a few words. , 

Mr. Mr. Yeager. 

Mr. Yeacer. No questions. 

Mr. Mircnety. Mr. Carstarphen ? 


Mr. CarstarPHen. Mr. Secretary, do the various departments jm. | 


plement the main, basic instructions as contained in section 9, I be. 
lieve it is, of the ASPR? 

Mr. Fatvey. I believe that is true. 

Mr. BANNERMAN. Yes, they do implement it, but always in a man- 
ner completely consistent. 

Mr. CarsTarPHEeN. They may vary from department to department 
in some minor detail ? 

Mr. Bannerman. This is generally true with respect to our regula- 
tions. But the fact of the matter is that section 9 is rather detailed 
itself, and doesn’t leave a great deal of room for variation. It even 
goes so far as to have the contract clauses all spelled out. 

Mr. CarstarPHeN. What administrative procedures are used to 
bring them into line with the basic policy as spelled out by section 9? 

Mr. BANNERMAN. Well, in our office, in the Office of the Secretary 
of Defense, we review all military departmental implementations of 
our regulations. And if we find cases where anything they do or say 
is inconsistent in our judgment with what is in our regulation, we 
see to it that it is changed. 

Mr. CarsTaRPHEN. I would like to ask a question concerning the 
title policy that you gentlemen were discussing with Mr. Quigley, I 
believe, a moment ago. 

As I understand the law, where the Government takes title to a 
patent, the statutory provisions presently will not allow more than 
possibly a suit in the Court of Claims to adjust royalties, and does 
not go to the extent of awarding an injunction; is that correct? 

Mr. Jonnson. On that point, where we have title to a patent, where 
the Government has title to a patent, a private contractor may use 
it, may request a license from the Government to use the invention. In 
many cases he will use it without asking for a license, because the 
Government has never followed a policy of suing any one of its private 
citizens for infringing a Government-held patent. 

Mr. CarstarpHEeNn. Mr. Johnson, excuse me. My question is not 
concerned with the organization that has sought permission, but rather 
the organization that is using this Government-owned patent without 
first securing permission. 

Mr. Fatvey. Just an infringer, in other words? 

Mr. CarsTARPHEN. Yes. 

Mr. Jounson. The Government has never followed a policy of 
suing him for infringement. 

r. CarsTARPHEN. In order to arrive at this problem of the pro 
tection of the Government’s interests, do you feel that possibly addi- 
tional statutory requirements would be required ? 

Mr. Jounson. Not to sue infringers. However, it has been the 
opinion, as I understand it, of the Attorney General that additional 
authority would be necessary to operate Government patents as a 

rivate patent-owner would operate them, that is, to issue exclusive 
icenses, or assign patents for value. 
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Mr. CarsTarPHEN. Along that same line, Mr. Johnson, I understand 
that a recent Comptroller General’s opinion went so far as to hold 
a contract had to be awarded to the lowest bidder, even though this 
pidder would be required to infringe patents, in order to fulfill the 
Government’s need to make this particular item ? 

Mr. Jounson. That is correct, substantially correct. It was held 


' that the low bidder could not be refused if on all other grounds he was 


a responsible bidder, merely because he was an infringer of the patent 
in question. 

Mr. Carstareuen. Therefore, following my line of reasoning, then, 
if this title theory is to be given perhaps the full impetus that some 
might, hold, it would be a necessity then that some statutory revision 
be had 

Mr. Jounson. Well, I think the two things are different. 

In the Comptroller General opinion, the question was concerned 
with a patent held by a private individual, which the Government was 
seeking to practice. In the case in which I understand you are re- 
ferring, the matter concerned is whether the Government holds the 
title. There isn’t any application of 28 United States Code 1498 to 
the Government-held patent. 

Mr. CarsTarPHEN. ‘Thank you. That is all I have. 

Mr. Mr. King? 

Mr. PING, Mr. Falvey, I wonder if I could address another question 
to you! 

Mr. Fatvey. Yes, sir. 

Mr. Kina. This question will go right down to the social philosophy 
behind this business. Maybe you are not equipped, or maybe you 
are undisposed to—— 

Mr. Fatvey. Probably not qualified, but I will try it, Mr. King. 

Mr. Kine. Let’s come to grips with the problem. I am sure you can 
sense that many of us are a little bit disturbed here. We follow your 
arguments, your arguments are cogent and illuminating, but still we 
are a little disturbed about some things. Now, here is one aspect of 
this that I must confess disturbs me, and that is this monopoly situa- 
tio: I am trying to imagine what the approximately one million 
small businesses In our country would say if they were sitting here 
instead of I, how they would look at this. Their reasoning would be 
something like this: We have gotten ourselves into a situation where 
the big ones are getting bigger and bigger and bigger, and_ the small 
ones are finding it more and more difficult to hang on. I don’t have 
all of the figures before me, but I have read some very impressive sta- 
tistics lately to show how many of these big, fat, lush contracts are 
going to relatively fewer and fewer of the large companies. Some- 
thing like 50 companies in this country are getting—I forget what per- 
centage, but it is over half, as I recall, of the R. & D. work, and the 
thing is pyramiding, it is getting bigger and bigger, going to fewer 
and fewer. 

You know the situation, you know what is on my mind. 

Mr. Fatvey. I certainly do. 

Mr. Kring. And here the approximately 1 million, or whatever it is, 


_ smal) businesses that are trying desperately to keep their toe in the 


door and are finding it increasingly impossible to deal with the few 
giants who are getting larger and larger. 
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Now, we come out with a policy that instead of reducing the ga 
between the big ones and the little ones, it seems to me it is going jy 
the opposite direction; it is increasing the gap. Now, we are usj 
public funds, taxpayers’ money, to give to these big ones, these seleg 
50, or whatever the number is, who have the inside track, obviously 
we are giving them money, subsidizing them to go out and perform pe. 
search for the Government, and then in addition to the consideration 
that they receive for carrying on that research, they get, of course, the 
patents themselves, which in many cases are the most luscious fruit of 
all, and, in effect, this aggravates your problem. That makes they 
that much bigger. That puts them in that much more of a strategic 
position. So the next time the Government comes around for the next 
contract, naturally it is going to go back to this firm it did business 
with before, because that is the firm that has the contracts all tied up; | 
it is in a very strategic position. 

So the thing gets worse and worse instead of better and better, | | 
hear the cry of all these small businesses, in effect, saying: “How ean 
we ever get into the picture with this type of a formula? There is just | f 
no conceivable way we can get our toe in the door.” | 

I realize this is a tremendous subject, we can’t exhaust it this after. | 
noon, but maybe you would like to comment on whether or not you 
think that this particular policy which you are proposing here this 
afternoon, whether this policy might not have the effect of increasing 
the gap between the large ones and the small ones, rather than decreas- 
ing it, and, if so, whether that would not compound our problem deal- | 1 
ing with monopolies, making the problem infinitely worse instead of | 1 
bringing ourselves in the direction of a solution to that problem which | 1 
I believe everybody in this country, regardless of party affiliation, | 
agrees, that the problem of monopoly is a very serious problem. i 

t 
I 


~ 


id you would care to discuss that—although I know it is a broad 
subject. 

Mr. Fatvey. It isa broad subject. I might mention, Mr. King, that, 
among the four areas that I deal with in the Department of Defense, 3 
small business is one of them. I think, perhaps, I spend half of | 1 
my time in that area. The problems are not easy of solution; Iam | t 
sure you are familiar with that, and all the gentlemen on the commit- | 1 
tee are. 

I would like to address my remarks to one phase of the question | a 
you pose. Under the Department of Defense policy, the Gover- | ¢ 
ment, and as Mr. Bannerman pointed out, not just the Department | t 
of Defense, but the Government of the United States, has a license 
which flows down through the various subs and sub-subs, et cetera,ad | 
infinitum. In many of those subcontracts small business participates; 
they have that derivative license that flows down through the Depart- 1 
ment of Defense policy. 

Mr. Kine. So you feel that small business can get its toe in the | | 
door a little bit in this situation through the subcontracts ? | I 

Mr. Fatvey. I do very strongly feel that way, Mr. King. kK. 

In this matter that you touched on, defense contracting, with a num- | 
ber of large contractors, it would certainly simplify the problem for 1 
all of us if the so-called small business could do the job that has gotto , t 
be done, on a prime basis. We would not have the problem. , Q 

Mr. Kina. Let me say, incidentally, for the record that my question | 
is not to be construed in any way as being critical of the policy of 
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the Government in dealing with large companies. I am certainly 
aware of the fact that in many cases we have no other choice. That 
J accept as inevitable. But along with that acceptance comes a rec- 
ition of a problem, and I cannot close my eyes to that problem 
either, even though I acknowledge that what has been done has prob- 
ably been sore y done. But, still, 1 hate to see the problem become 
aggravated. I want to be sure that we know what we are doing, that 
we not make the problem more serious than it already is. That 1s why 
[raise this as a possible red flag and I want to be certain that we are 
moving knowingly in this field. 

Mr. Bannerman. In the so-called defense industries there are lit- 
erally hundreds of small firms who have gotten prosperous because 
of their own inventions and, frequently, inventions developed either 
on prime or subcontracts with our department. There are lots of 


em. 

We place less in total than we would like, naturally, in prime con- 
tract with small businesses, simply because we have to deal with or- 

izations that can do the work you have to have done. 

But, there is no question but what there is a real place for them 
in this subcontracting field, as Mr, Falvey talks about. There, again, 
all we would take if they were subcontractor under a prime contract 
developer, all we would take would be the license, and that title would 
stay right with the inventor. 

Mr. Kine. It is true, though, that in spite of what you say—and I 
recognize the force of your statement—it is still true that a company 
who has carried out a rather ambitious R. & D. program, receiving, let 
us say, $10 million for a rather elaborate research program, and it 
comes out with two or three rather valuable patents, it certainly is 
in a strategic position to dominate that segment of the industry for 
the next 17 years, is it not? That gives it a very considerable com- 
petitive advantage there ? 

Mr. BANNERMAN. That would all depend on the nature of the in- 
vention. It would not dominate the military usage of that patent for 
17 years, because, in the first place, invention with us moves faster than 
that, as I am sure you know, and we would be able to go to others if 
we needed to. 

Mr. Kine. Yes. But let us assume an area in which the military 
application is a subordinate one, that the dominant application is a 
commercial application, and you have suggested that in many cases 
that is the situation. 

Mr. BAnnEeRMAN. I do not think there is any question but what 
that isthe function of the commercial title to the patent. 

Mr. Krnc. Which means, in effect, that the taxpayers’ dollars have, 
at least indirectly, helped to contribute to a monopolistic situation. 

Mr. BANNERMAN. Well, that, of course, is a question of what did we 
buy? We claim—our position is that we did not buy that title: we 
paid for certain work to be done for us and we paid what that was 
worth and for what we got. 

Mr. Kine. But the thing is this work was carried on by this company 
under unusual circumstances. This is not what was contemplated in 
the original patent law, where a person has to spend his own money 
and incur his own risks. Now, in this case there are no risks and they 
do not spend their own money; they spend the Government’s money 
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and they know they will be repaid for their costs, so there are no 
risks, and the patents come along as a pure bonus. It seems to me that 
is a little different situation from the typical situation and for that 
reason we have the right to feel just a little bit disturbed about this 
and to make certain that we are proceeding soundly and moving for- 
ward on this. 

Mr. Fanvey. Mr. King, I can conceive of the situation where the 
Department of Defense policy is a boon to small business, in this re- 
spect: A project of major scope and magnitude must be undertaken 
to meet the needs of the Department of Defense. That project is 
completed, there is a patent. A license goes to the U.S. Government 
which flows down and the smal] business, on a subcontract basis, does 
not have to worry about royalties in furnishing the Government, and 
the know-how that is typified or exemplified in that patent is available 
to small business. So I can see where it is actually a boon to small 
business in this policy of the Department of Defense. Do you follow 
my line of logic or is it not too logical ? 

Mr. Kine. Wait a minute. How does this know-how get to the 
small business ? 

Mr. Fauvey. It is disclosed to the Department of Defense. The 
Department of Defense has a license, small business falls heir to that 
license in furnishing the Government. 

Mr. Kine. Of course they would get that know-how, even more so, 
if the Government took title and it became public domain, then it 
would belong to everybody ? 

Mr. Fatvey. True. I cannot argue against that. 

Mr. Kine. Of course, I understand your answer to that. is, if it 
becomes public domain then nobody is going to step in and exploit 
it, because having been deprived of the monopoly advantage it there- 
fore becomes commercially unprofitable. That was your argument 
that you developed before as I understand. 

Mr. Fatvey. Substantially. I believe Mr. Williamson has a com- 
ment that may be of interest to you. 

Mr. Witu1amson. Mr. King, we have a Small Business Industry 
Advisory Council in the Department of Defense under the aegis of the 
Assistant Secretary of Defense, Supply and Logistics, and the patent 
question came up through one of the members in the fall of 1957. His 
proposal was that insofar as small business is concerned that the 
Government deprive itself of its royalty-free license, and in fact turn 
the whole title over to the small business reserving no rights to the 
Government. The Small Business Industry Advisory Council by a 
resolution adopted, I think about February 4, 1958, most heartily en- 
dorsed the present policy of the Department of Defense with respect to 
the division of rights in inventions. 

fon BaNNERMAN. This is an industry committee that he is talking 
about. 

Mr. Kine. I see. Thank you. I appreciate your answers. Did 
you have a comment ? 

Lieutenant Colonel Hopers. Yes, Congressman. 

I believe that the patent system and the ownership of patents en- 
courages the growth of small business and I draw that conclusion from 
several studies I have read on it. For example, Mr. Land of Polaroid 
Land Camera stated that he could not have gotten in business if it 
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had not been for his patent. He was a small business. Air Products 
started out as small business. They may be big business now. I recall 
several Government investors, where we left title with them and the 
Government took a license; one in particular was a titanium anodyz- 
ing rack. He was able to get started in small business because of the 
protection he has by virtue of patents. And I think statistics will 
show that about 88 percent of patents that are licensed—that are not 
assigned to anyone, 88 percent of those that are assigned after they 
jssue are assigned to small business. I think they need the protection 
of patents. When you essentially vest title in the Government and 
destroy the patent, I do not think we are helping small business or 
any business. We are certainly not ean national defense. 

Mr. Dapparto. Colonel, are you not really saying in your last state- 
ment that the thing that has helped these people has been that the 
Constitution under article I, section 8, provides that inventions belong 
tothe inventor, himself, for a certain limited period of time and that 
this is the way business has grown up in this country ? 

Lieutenant Colonel Hopgrs. Yes, sir. 

Mr. Dapparto. That is all. 

Mr. Fatvey. Mr. Chairman, may I make another observation ? 

Mr. MircHeL. Yes. 

Mr. Fatvey. This Department of Defense policy I am talking about 
now, applies to all business, big, little or in between, and there are some 
contracts, prime contracts that go to small business and this polic 
applies to them. It may be some gadget that small business can exploit 
commercially. It works both ways. It is universal. 

Mr. Mircueti. Are there any further questions ? 

Mr. Cuenowetu. I would like to ask one question of Mr. Banner- 
man. You have made a very strong case for your position, I think 


very convincing, very logical, but you base it on one premise which 


I want to inquire about briefly. That is that those who do the 
research and auieoinanh work are part of a larger organization 
the main function of which is commercial production. In other 
words, it is an a which is going to make its profit from the 
production of the article which may be invented under the program 
which we are talking about. 

Now, what percentage of your R. & D. contracts go to that type of 
organization where the research people are a very small part of the 
entire ‘ecm that their main business is production and not 
research ¢ 

Mr. Bannerman. Mr. Chenoweth, I cannot answer that exactly. 
I think if you want an exact answer we would have to supply it for 
the record. But I can say this, that we do business, of course, across 
the whole spectrum of people who are capable of doing it; this in- 
cludes colleges, universities, it includes certain nonprofit foundations 
and institutions and includes commercial organizations which are in 
the manufacturing business. I would guess—and I think this would 
have a high order of accuracy—that if you take the total of our 
research, basic research, applied research, and development. work, in 
total, in dollars, as distinguished from numbers of contracts, that 
probably better than 80 percent of our work is with organizations of 
the kind you are talking facie 
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Mr. Cuenowern. Let us assume now for the purpose of argument 
that. a different situation prevailed, that 80 percent now was in the 
field where those who were doing the work had no interest whatever in 
the commercial production of that item, purely research and develop- 
ment, and the Gowieaiaiint was paying entirely for that, and the 
have no interest in the patent, particularly, as such, they are doing this 
research for a consideration. Now would you say in that situation 
that perhaps you might change your attitude and tell this committee 
then that perhaps the Government should take the patent in that case? 

Mr. Bannerman. Mr. Chenoweth, I would tell the committee what 
you say, but I do not think I would have to change my attitude to 
do it. As a practical matter right now—and we are doing business 
with companies or firms or organizations that do not have—that are 
not in commercial work and do not have any policy of taking patents 
and there are many of them, universities are a good example—why 
we do usually take title. The company does not take title, they dis- 
close to us the inventions, and we take title to protect ourselves from 
having someone else do it and keeping us from getting a license. So 
as we have said right in the paper here, that is our policy where the 
company itself does not take title, or where the organization does 
not. 

~ Cuenowetu. I had the impression that you very seldom took 
title. 

Mr. Bannerman. We take title in quite a large number of cases in 
those circumstances. We have some figures here. 

Mr. Cuenowern. I would be interested if you have them just briefly, 

Mr. Witi1amson. As of June 30, 1959, the Department of Defense 
has title to some 5,500 active patents. 

Mr. Cuenowertn. 5,500. When was that date? 

Mr. Wituramson. June 30, 1959. 

Mr. Curenoweru. It is being added to all the time ? 

Mr. WitiiaMson. Yes, sir, it is. 

Mr. Bannerman. Do you not have some figures that show in some 
fiscal year the number of cases where we took licenses and the number 
of inventions to which we took title ? 

Mr. Wiu1amson. I do not have such figures with me. 

Mr. Curenoweru. Let me close with this observation, then. I am 
sure you would recognize that there are situations under which it may 
be very desirable and perhaps highly essential for the U.S. Govern- 
ment to take title to the patents. 

Mr. Bannerman. I think that is correct ; we do that. 

Mr. Cuenoweru. But in 80 percent of your cases you are doing busi- 
ness with commercial groups where it is to your advantage, by getting 
a cheaper price for the research and development work, to let them 
keep ~~ patent and you merely take the license; is that a fair state- 
ment 

Mr. BannerMAN. Yes, that is correct. And I think you could add 
this much to it, that not only is there a question of getting a cheaper 
price, but in a number of instances we clearly would not be able to 
get the work done at all. 

Mr. Cuenowertn. You recognize also that a different situation may 
face NASA, and that is what we are concerned with primarily here. 
We are not exploring the Department of Defense policy or critizicing 
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you or taking any attitude at all; we are dealing with NASA; we have 


3 piece of legislation to consider. And I am sure in your fairness you 
would recognize that NASA may face an entirely different picture? 
Perhaps 80 percent of their work will not be with this type of organ- 
né . 
a. BANNERMAN. You see, under our policy we have the flexibility 
to go either way. Under the proposed policy for NASA they also 
yould have that flexibility. So that, if the percentages were reversed, 
this would not basically change the policy ; it would simply change the 
ntage of cases in which each would apply. eS ae 
Mr. Cuenowern. If 80 percent of their work now is with the indi- 
yidual who is not interested in the commercial production, then there 
isnothing wrong with the legislation we have now, which says title 


- should go to the Government. 


Mr. BaNNERMAN. You still have to accommodate the other 20 per- 


t. 
wir. Cuenowertu. I think he is able to do that at this time under the 
waiver provision. It imposes some responsibility and obligation on the 
Administrator 

Mr. BANNERMAN. It imposes a pretty heavy burden. Actually, I 
think a high percentage of NASA’s work is with commercial industry. 

Mr. Cuenowern. The same as yours? 

Mr. BANNERMAN. I would not say it is the same; I really do not 
know. I am not qualified to answer that. 

Mr. Cuenowern. In other words, there is really not much difference 
between the negotiations—relations of NASA and their contractors, 
and what you enjoy with yours? 

Mr. Bannerman. We do know they are doing business with a lot 
of the same contractors because we are doing business jointly in a lot 
of cases. 

Mr. CuenowetH. That is all, Mr. Chairman. 

-Mr. Mr. Yeager? 

Mr. Yeacer. Mr. Williamson, would it be possible for you to pro- 
vide for the record those figures which Mr. Bannerman mentioned— 
let us say from the time your current policy began in 1953 or 1954, by 
fiscal year—that is, the number of licenses as opposed to the number of 
cases Where you have taken title? 

Mr. Wititamson. Yes. 

Mr. Yeacer. Would you please ? 

Mr. Wizu1aMson. I will furnish the information. 

(The information requested is as follows :) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LogIsTICs, 
Washington, D.C., December 17, 1959. 


Hon, ERWIN MITCHELL, 
Chairman, Subcommittee on Patents and Scientific Inventions of the Committee 
on Science and Astronautics, House of Representatives. 

Dear Mr. Mircuet.: During the course of the hearings before the Subcommit- 
te on Patents and Scientific Inventions of the Committee on Science and 
Astronautics, House of Representatives, on December 1, 1959, Mr. Yeager of 
the committee staff, requested the number of licenses as opposed to the number 


_ feases where the Department has taken title to rights in inventions. 


The figures shown below are supplied for the record and are a composite of 
individual submissions by the three military departments to this office and show 
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the division as to the acquisition of title or licenses under inventions resulting 
from research and development contracts financed by such departments: 


of Defense 
atents or applications 
Period patents 
License Title 

1501 439 


The purpose of this request, as we understood it, was to show the results, if 
any, of the change in Department of Defense policy with respect to acquisition 
of title to rights in inventions referred to in Mr. Falvey’s statement. This policy 
change was formally promulgated by a revision to the Armed Services Procure 
ment Regulation on January 4, 1955. The subcommittee should understand 
that the figures shown above could stem from contracts which were entered 
into substantially prior to the dates to which they are ascribed. Th 
they would not accurately reflect the results of the policy change, if any. Oy 
own analysis is that we see no inferences that can be drawn. 

We will be happy to answer any further questions about the matter if it is » 
desired. 

Sincerely yours, 
G. C. BANNERMAN, 
Director for Procurement Policy, 


Mr. Mrreneit. Any further questions? 

(No response. ) 

Mr. Mrrcuet.. Mr. Falvey and gentlemen, we appreciate your ap- 
pearance and certainly your presentation has been most helpful, 

Mr. Fatvey. Thank you, Mr. Chairman. 


Mr. Mircnety. The committee will stand in recess until 10 o’clockin . 


the morning. 
(Whereupon, at 4:18 p.m., the subcommittee was adjourned, to r- 
convene at 10 a.m., Wednesday, December 2, 1959.) 
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meated Government Patent 


PROPERTY RIGHTS IN INVENTIONS MADE UNDER 
FEDERAL SPACE RESEARCH CONTRACTS 


WEDNESDAY, DECEMBER 2, 1959 


House or REPRESENTATIVES, 

ScBCOMMITTEE ON PATENTS AND ScIENTIFIC INVENTIONS, 

COMMITTEE ON SCIENCE AND ASTRONAUTICS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., in room 
914-B, New House Office Building, Hon. Erwin Mitchell (chairman 
of the subcommittee), presiding. 

Mr. Quictey. The subcommittee will come to order. 

Chairman Mitchell will be delayed this morning, and in his absence 
[ will start the hearing. 

I believe the first witness scheduled to appear this morning is Mr. 
James P. Burns, who is chairman of the Government Patent Policy 
Study Committee of the National Council of Patent Law Asso- 
ciations. 

Mr. Burns, is there anyone with you? 

Mr. Burns. No. I think there are some members of our council here 


| inthe group, but—— 


Mr. Quictxy. Well, if they wish to join you at the table, they may. 
Itisentirely up to them. 

Mr. Burns. I don’t believe I have any lieutenants who care to do 
that. If they do, I will be glad to have them join me. 

Mr. Quietey. You are on your own. 


STATEMENT OF JAMES P. BURNS, CHAIRMAN OF THE GOVERN- 
MENT PATENT POLICY STUDY COMMITTEE OF THE NATIONAL 
COUNCIL OF PATENT LAW ASSOCIATIONS 


Mr. Burns. Mr. Chairman, members of the committee, my name is 
James P, Burns. My address is Munsey Building, Washington, D.C. 
lappear here in a dual sre se First, as chairman of the newly 

olicy Study Committee of the National 
Council of Patent Law Associations; and second, as a lawyer who has 
specialized in the field of patent law during the past 35 years. 

The executive committee of the Government Patent Policy Study 


Committee of the National Council of Patent Law Associations has 


wthorized me to make the following statement on behalf of the study 
committee. 

Origin and purpose of our committee: During the period since 
World War II, Government patent policy has taken on an ever-increas- 
ing Importance in most significant areas of this country’s technology. 
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The National Aeronautics and Space Act of 1958 introduced into ney 
and extremely broad areas of technology a patent policy requiring veg. 
ing in the Government title to inventions made under Government 
contracts. This policy is at serious variance with the policy followed 
by most other agencies of the Government, including the Departmen 
of Defense, in accordance with which full rights for the commercial] ex. | 
ploitation of contract-originated inventions are normally left with the 
contractor, the Government’s interest being deemed fully protecte 
through the reservation to it of a free nonexclusive license for Goy. 
ernment purposes. 

Stimulated, no doubt, by observation of this variance, there is ay 
indication in the Congress of an interest in legislating a uniform Gov. 
ernment patent policy. The framing of such a policy in terms which 
will clearly serve the long-term public interest will require a high | 
degree of understanding within the Congress of the true function of 

atents ina dynamic economy. This makes it urgent that all relevant 
snowledge and experience be made available to those legislators who 
will be involved in the policy-determining effort. 

In recognition of this need, the National Council of Patent Lay 
Associations, comprising the representatives of 27 regional associa. | 
tions from all parts of the country, has created a special committe 
to (1) intensively study Federal Government patent policies with 
respect to inventions and patents resulting from research or develop. 
ment work by or for the Government and all present and proposed 
laws relating thereto as they may bear upon the attainment of the 
patent system of its constitutional purposes; and (2) disseminate its 
findings to all interested persons, including those in the legislative 
and executive branches of Government. This committee has been 
designated the “Government Patent Policy Study Committee.” 

Organization of the committee: The committee is not confined to 
members of the patent bar, but will include representatives of the 
general bar, of industry, and of the Government, in order to assur 
adequate breadth of approach to its stated task. 

The chairman of the study committee and two members of its exect- 
tive committee are former presidents of the American Patent Law 
Association. 

Program of the committee: Consistent with its stated task, the com- 
mittee proposes immediately to undertake the following activities: 

(1) To survey systematically existing patent policies of the var- 
ous agencies of the Federal Government, utilizing, insofar as possible, 
rr research results of the other groups concurrently working on this 
subject. 

(2) To evaluate by study of case histories and other forms of r 
search having practical rather than theoretical implications the actual 
impact of these policies upon the process of innovation in the Amer: 
can economy. 

(3) From the results so obtained to develop practical criteria by 
which existing and proposed Federal Government patent policies ma 
be soundly appraised, both in the Congress and in the executive b 
of the Government. 

(4) To cause its conclusions to be examined critically by organs 
tions represented by the National Council of Patent Law Associations 
and other interested organizations and individuals. 
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(5) To communicate its findings, as eventually approved by the 
membership of the committee, to all interested persons, with par- 
ticular emphasis upon the communication to individual legislators of 
findings and supporting data found to be of particular interest to their 
home constituents. 

Inasmuch as this Government Patent Policy Study Committee was 
created pursuant to a resolution adopted at a meeting of the National 
Council of Patent Law Associations in Miami, Fla., on August 24, 
1959, it is premature for the committee at this time to submit as its 
own any findings or specific recommendations. The work product of 
the study committee, which is approaching the entire problem of 
Government patent policy objectively, will be made available to the 
Congress. 

The attention of the members of this patent subcommittee of the 
House of Representatives is respectfully called to the fact that it 
was through the cooperation of the Congress and a special coordinat- 
ing committee of the National Council of Patent Law Associations 
that the codification of the patent law in 1952 was drafted and en- 
acted at Public Law 593, 82d Congress, 2d session, chapter 950, 66 
Statute 792, now appearing as title 35, United States Code. 

In the Patent Act of 1952 the area of ornamental designs was left 
for later substantive treatment. A second special coordinating com- 
mittee on designs was created by the National Council of Patent 
Law Associations, whose chairman was the Honorable Giles S. Rich, 
now an associate judge of the U.S. Court of Customs and Patent Ap- 

ls. This second coordinating committee, like its predecessor and 
Fike the present study committee, was broadened to include advisers 
from industry and the interested Government agencies. Its work 
extended over a period of some 4 years and resulted in H.R. 8873, in- 
troduced in the 85th Congress by Representative Willis, at which time 
it was offered for purposes of study, suggestion, and comment on the 

art of interested persons—103 Congressional Record 12504-12505, 
Fly 23, 1957. Later, that bill, H.R. 8873, enriched by amendments, 
was presented as the O’Mahoney-Wiley-Hart bill to the 86th Congress 
as 2075. 

The background experience of the National Council of Patent Law 
Associations, working with the Congress through special coordinating 
committees with a view to the formulation and enactment of legis- 
lation in the public interest in the field of inventions and designs, sug- 


gests that the work product of our present Government patent policy 


study committee should be useful in the ultimate drafting and enact- 
ing of statutory provisions respecting Government patent policy. 
he American Enterprise Association, Inc., of 1012 14th Street 
NW., Washington, D.C., has made a well-documented analysis of 
the patent provisions of the National Aeronautics and Space Act, 
which are the subject of these hearings. That analysis is an objective 
one by a disinterested body. With the committee's permission, I should 
like to append to this statement for your consideration a copy of the 
bill analysis by the American Enterprise Association as appendix A. 


Mr. Quicrry. If there is no objection, it will be admitted as part 


ofthe record. 


Mr. Burns. Thank you, sir. 
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DVWENTION PROPERTY RIGHTS DNDER SPACE CONTRACTS 
\ppendox A, referred to above, 3s as fo)ows:) 


BILL ANALYSIS 


THe Patent Provisions OF THE NATIONAL AERONAUTICS AND SPACE AvT—4 


SPPoiaL ANALYsis 


Published and distributed by the American Enterprise Association, fhe, 
Washington, D.C. 


SUMMARY 


Nearly all the products used by the Government and most of the research 
services performed for the Government are obtained by contract from private 
enterprise. From time to time in the course of performing contract work ip- 
Ventions are made by private contractors or their personnel, These same con. 
tractors usually have considerable background in the kind of work which they 
undertake and often hold rights to inventions made prior to the contract ang 
without the aid of any Government funds. In addition, such contractors fre 
quently carry on continuing research programs with their own money in their 
particular fields of interest. The inventions—both those commonly referred to 
as byproducts of Government contracts, and those held by the private contractor 
in his own right—may take the form of entirely new products or they may be 


technical improvements utilized in the product covered by the contract. In » 


either case a patent must be applied for and obtained if the contractor—and his 
customer, the Government—are to be protected against the possibility that the 
invention may be independently discovered and patented by someone else. A 
later inventor can obtain a patent and bar an earlier one who does not diligently 
proceed with obtaining the patent to which he would otherwise be entitled. 
Generally speaking, Government contracting agencies have been left free to 
work out contract provisions to determine what interest the Government should 
have in the byproduct inventions arising out of work performed under a Goy- 
ernment contract. The contract provisions used by most agencies for this pur. 
pose have been perfected after many years of experience with various alterna- 


tives. Normally, patent rights acquired under these byproduct inventions are | 


divided between the Government and the contractor in such a way as to reflect 
the relative contributions of the parties. 

For example, in the case of contracts with the Department of Defense (the 
largest contracting agency), the Department always acquires a perpetual royalty- 
free license to use the invention and to permit anyone else anywhere in the 
world to use it to supply the needs of the Government or its allies. On the other 
hand, the contractor is permitted to retain all commercial rights and title to the 
invention if he obtains a patent. Otherwise, he turns title over to the Govern- 
ment and retains only a license to use the invention in his own business. In 
other words, as a general rule, these contracts have provided, in effect, that the 
price paid the contractor covers the Government’s right to use byproduct inven- 
tions to supply its own needs but does not cover the remaining rights comprised 
in title to the invention itself. This assumes, of course, that the contractor car- 
ries out his obligation to perfect the patent right. In the case of inventions made 
prior to the contract and with the contractor’s own funds, and other special 
situations, appropriate exceptions are made to the standard contract provisions. 
In theory at least, a division of rights, such as the above, could be arranged if 
the Government were to take title to the patent and give the contractor an et- 
clusive license and the right to sublicense others. But, in practice, this is not 
done and is not feasible because the contracting party who accepts the burden 
of preparing and presenting the patent application must retain title in order to 
have complete flexibility in performing this function. 

Section 305 of the National Aeronautics and Space Act of 1958 requires o 
significant departure from the traditional patent policy of the Government— 
This section provides that where certain findings are made all rights and the 
legal title to an “invention” must be vested in the Government if the invention 
is conceived in performing a contract with the National Aeronautics and Space 
Administration or in performing work under an “agreement, understanding, or 
other arrangement with NASA.” The term “invention”—though not specifically 
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Ynverpreted by he Agency‘ to contemplate a patentable or unpatent- 
able “invention, discovery, , improvement, or innovation.” Administrative 
qaiver of the Government’s “tuvention” rights is permitted, but can he granted 
only “if the Administrator determines that the interests of the United States will 
fe served thereby.” The act does not provide any standards for making such a 


determination. 

These Space Act provisions have provoked deep concern in and out of Gov- 
armment? In fact, the Space Administrator himself has stated that these 
provisions “can be detrimental to the kind of cooperation that we must have 
from industry if our joint effort is to go forward with effectiveness and dispatch, 
And his prediction several months ago that Congress would want to review the 
whole subject of NASA’s patent requirements has now come to paee. On 
Joly 23, 1959, Representative Brooks, the chairman of the House “Space” Com- 
mittee,» announced creation of a subcommittee for this purpose. The subcom- 
mittee chairman is Representative Erwin Mitchell. In addition, the Subcom- 
mittee on Patents, Trademarks, and Copyrights of the Senate Committee on the 
Judiciary under the chairmanship of Senator O’Mahoney, is COONEY ARERE 
a study of the patent policy of NASA and other Government agencies. 

Dnder the Space Act the Administrator of NASA may waive the Govern- 
ent’s right to full title to inventions or he may make “monetary awards’ in 
such amounts “as he deems warranted” for contributions of significant value 
to the space program. However, critics of the Space Act approach believe that 
the most effective way to stimulate the creative abilities of those who work on 
Government contracts is to assure them that they will retain commercial rights 
to such inventions as they may conceive or make during the performance of 

h work. 

“it has been noted that research contracts, especially, are rarely profitable to 
business, except insofar as they aid in the conception and development of in- 
ventions and ideas useful in commercial or Government production. Opponents 
of the Space Act approach believe that in some instances the most capable busi- 
ness concerns will not enter into either production of research arrangements 
with the Administrator, or will do so only gingerly as required to avoid charges 
of noncooperation. And, it is said, even where concerns undertake work for 
the Administrator, they will tend to segregate their most productive research 
and inventive personnel in an effort to avoid transfer of any really important 
inventions to the Government. In short, critics of the Space Act approach 
contend that the effect of section 305 will be to deprive the Administrator of the 
benefits of the competitive spirit and initiative that have been responsible for 
the outstanding record of production and research accomplishment by American 
private manufacturing industry in fields essential to the national defense. 

Those who disagree with the patent provisions of the act also point par- 
ticularly to actual reported experience with Government-financed aircraft engine 
and synthetic rubber production and development. In both fields they point out 
that notable accomplishments have been made by private manufacturing enter- 
prise, free to enjoy proprietary rights to its technical accomplishment. On the 
other hand, they contend that where such incentive has been lacking even well- 
financed Government-sponsored development programs have failed to produce 
significant results. 

Critics further urge that the Space Act invention provisions are especially 
burdensome to small business enterprise. Because of the sweeping language 
of the act, they say, a subcontractor may forfeit important “invention” rights 
through dealings that in normal commercial relationships would cause no such 
losses. In this respect it is said that the act works selectively against the very 
business concerns that the Congress has long sought to protect. 

Hearings on the Space Act were conducted on the premise that the new agency 
would follow the pattern of the National Advisory Committee for Aeronautics. 
As in the case of the NACA, it was thought that NASA would be left free to deal 
with patent rights and that customary policies would apply to contractor inven- 
tion rights. But the bill as it emerged from the House-Senate committee of 
conference contained “entirely new” provisions on invention rights. The con- 


1 Regulation sec, 1201.101-3(a), 24 F.R. 3575. 

* See, for example, ‘“‘The National Aeronautics and Space Act of 1958, Patent Provisions,” 
George Washington Law Review, October 1958. 

>Committee on Science and Astronautics, 

*See 8. Rept. 97, 86th Cong. (1959), p. 5. 
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ference report explained that the new provisions were adopted “* * * on the 
theory that the Government’s interests must be protected, but with the cop. 
comitant purpose of protecting private interests and of keeping private incep. 
tive and initiative at a high level * * *.”° 

Critics emphasize the fact that these provisions were enacted in a spirit of 
“great urgency” without hearings, and that they were not given the benefit of 
the constructive criticism that usually precedes the passage of legislation. Dur. 
ing the 85th Congress the Department of Defense opposed a proposal to apply 
a similar policy to research and development contracts generally and presumably 
it would have opposed section 305 had its views been requested. It was evidently 
thought that the interest of the Government could not be subserved by any- 
thing short of a general rule that the Administrator would own all “invention” 
rights to contractor inventions. It was apparently felt that contract ownership 
of “invention” rights should be the exception rather than the rule, that elaborate 
precautions must be taken against possible dishonesty, and that sweeping statv- 
tory provisions, even directed to noncontractual relations with the Administrator 
and the purchase of “off the shelf” items, were necessary. In the more narrow 
area of research contracts, the Attorney General followed a similar philosophy 
in his 1947 recommendation that— 

“As a basic policy, all contracts for research and development work financed 
with Federal funds should contain a stipulation providing that the Government 
shall ~~ entitled to all rights to inventions produced in the performance of the 
contract.” 

NASA has issued a booklet “directed to the prospective NASA contractor whose 
creative abilities alone can preserve the role of the United States as a leader in 
the peaceful pursuits of aeronautical and space activities for the benefit of all 
mankind.”* In this booklet NASA states that it believes that “the ownership 
of rights under a patent remains the best incentive available to man’s creative 
and inventive instincts and abilities.” However, NASA cannot give a contractor 
any asSurance that the Government will issue a waiver permitting him to retain 
any patent rights whatever and for this reason there are indications that in 
some instances business concerns will refuse to enter into relations with the 
Administrator, or will do so only on a minimum basis. If the critics are correct, 
the hasty insertion of these provisions may be costly to the Government in terms 
of indifferent contract performance in a field where only the highest level of 
performance will serve the congressional aim of “leapfrogging the Russian 
accomplishment.” 

The main arguments cited in support of the present Space Act patent policy, 
insofar as research and development contracts are concerned, are set forth in 
a report ‘ issued by the Attorney General some 12 years ago. Among other things, 
this report took the position that inventions made in the course of performing 
such contracts are “paid for by the public” and that “the public interest requires 
that all rights to such inventions be assigned to the Government * * *.” A pol- 
icy of “public ownership” of such inventions, the report concluded, “would be 
acceptable to a sufficient number of competent private and institutional labora- 
tories to make it workable.” Such a policy, the then Attorney General found, 
would not “diminish the efforts of the contractor’s organization to perform the 
work competently.” 

On the other hand, those who disagree with the 1947 report of the Attorney 
General point out that it has been severely criticized by other Government off- 
cials and various study groups. For example, former Secretary of War Patter- 
son has been quoted as saying that these recommendations would be “a serious 
obstacle to the maintenance of modern and efficient armament in the days to 
come,” and would “gravely hamper the program of research and development 
upon which the effectiveness of our Military Establishment in the years to come 
will chiefly rest.” Army Secretary Royall felt that such a policy “would wreck 
the War Department’s research and development program.” And, in the view of 
the late Secretary Forrestal, it “might altogether imperil the prosecution of a 
vigorous and effective research and development program.” 


5H. Rept. 2166 (1958), United States Code Congressional and Administrative News, 85th 
Cong., 2d sess., 98 


. 3198. 
6“Patents Progress,” National Aeronautics and Space Administration, 1959. 
7U.S. Department of Justice, “Investigation of Government Patent Practices and Policies: 
oy gy and Recommendations of the Attorney General to the President,” vols. I, II, and II, 
U.S. Government Printing Office, 1947. 
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Criticism of the Attorney General’s report by the National Patent Planning 
gommission, the Congressional Air Policy Board, and the President’s Air Policy 
Commission is also discussed in this analysis. 


HISTORY OF THE SPACE ACT INVENTION PROVISIONS 


The Space Act was passed in response to the President’s message of April 2, 
1958." In the language of the message, the following factors required prompt 
action to assure progress in space technology : ‘ 

*(1) the compelling urge of man to explore the unknown ; ) ’ 

“(2) the need to assure that full advantage is taken of the military potential 

ce; 
a3) the effect on national prestige of accomplishment in space science and 

“(4) the opportunities for scientific observation and experimentation which 
will add to our knowledge of the earth, the solar system, and the universe. J 
With respect to the specific legislative program, the President recommended : 
“* * * that the responsibility for administering the civilian space science and 
exploration be lodged in a new National Aeronautics and Space Agency, into 
which the National Advisory Committee for Aeronautics would be absorbed. 
Hence, in addition to directing the Nation’s civilian space program, the new 
Agency would continue to perform the important aeronautical research func- 
tions presently carried on by the National Advisory Committee for Aeronau- 

** *” 
ithe administration bill, H.R. 11881, was introduced by Representative Me- 
Cormack, chairman of the Select Committee on Astronautics and Space Explora- 
tion.” In its general purport this bill followed the National Advisory Committee 
for Aeronautics Act. Like the NACA Act, the administration bill contained no 
provisions respecting patent rights. 

Public hearings on the House bill occupied some 4 weeks, concluding on May 
12, 1958. No questions as to patent rights of contractors arose during these 
hearings. The committee heard further witnesses in executive session, received 
a staff report on the legislation,” and redrafted the bill. The redrafted bill be- 
came H.R. 12575, also introduced by Representative McCormack. The commit- 
tee recommended its enactment.” 

Concurrently, the administration bill was introduced in the Senate by Senator 


Johnson as 8. 8609. The Senate committee held hearings from May 6 to May 


15,1958. During the course of his testimony before the Senate committee, Don- 
ald A. Quarles, the then Deputy Secretary of Defense, was asked what patent 
provisions would apply under the bill. He responded : * 

“Well, I think we have been assuming in the Department of Defense that the 
work that this agency would carry on with Government funds and for the Gov- 
emment would carry with it the same kind of patent provisions that our own 
work carries with it, and this is well established by law and practice, and I had 
assumed that the same practice would apply to the new agency.” 

Mr. Quarles subsequently submitted a memorandum confirming his testimony.” 
The memorandum reads in part: 

“As to contractors, the Department of Defense * * * requires the inclusion 
in contracts for research and development of a patent-rights clause which per- 
nits the contractor to retain the title to the invention but gives the Govern- 
ment an irrevocable royalty-free license throughout the world. * * * this pro- 
vides the Government all the rights it needs and leaves an incentive to the 
contractor. 


“We are advised that the NACA policy and procedures on patent matters are 
timilar to those of the Department of Defense. The above authority and pro- 


*H. Doc. No. 365, 85th Cong., 2d sess., preprinted at p. 3, gtr a Before the House 

Sdect Committee on Astronautics and Space Exploration on H.R. 118 1, 85th Cong.” 

supra, p. 3. 


*Like bills were introduced by Representatives Arends, Haskell, Keating, Frelinghuysen, 
Fulton, Natcher, and McDonough. 
“H. Rept. 1758, 85th Cong. 
2H. Rept. 1770, 85th Cong. 
With Ceara aeere the Senate Special Committee on Space and Astronautics on S. 3609, 
*1d., pp. 97-98. 
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cedures have provided an adequate basis for the handling of patent matter 
relating to Department of Defense problems not only in the area of ady 
research and missilry but in other important areas as well. Therefore, it w 
appear that special patent provisions are not required in the proposed legis 
lation.” 

On May 21, 1958, the House space committee submitted a 236-page report 
representing the “considered judgment of the committee staff” but not 
sarily the views of the committee members.” This report gave a detailed analysis 
of the need for a bill, pointed to the value of free enterprise incentives in Securing | 
the most rapid progress in space technology,” gave a detailed critique of the | 
administration bill,” and included an elaborate checklist of questions and prob. | 
lems on space technology.” The report nowhere mentions invention or patent 
rights or any problem as to them. 

The first bill to include “invention” provisions was the redrafted House bill, 


H.R. 12575. This bill was introduced on June 3, 1958, after all public hearings | 
had been concluded. Section 507 of this bill provided in substance that: 

“(a) Inventions or discoveries made under any contractual or other relatiop. 
ship with the agency should belong to that agency, unless waived by the 
Administrator. 

“(b) When so waived the Administrator should retain the right to use ang | 
license others to use the invention and that in such a case he may pay, or require | 
licensees to pay, reasonable royalties for the use of the invention or discovery, 
and 

“(c) When the Administrator does not waive ownership he may pay a cash 
award as compensation for the invention or discovery.” ” 

The Senate committee wrote the above provisions into S. 3609." Before pas. 
sage of that bill, however, the provisions were deleted to permit further revisions 
by the committee of conference established to resolve differences between the 
House and Senate. The committee of conference entirely rewrote and greatly 
expanded the invention provisions which now constitute section 305 of the 
National Aeronautics and Space Act of 1958. The report of the committee of 
conference contained the following statement : 

“Operating on the theory that the Government’s interest must be protected, 
but with the concomitant purpose of protecting private interests and of keeping 
private incentive and intiative at a high level, the committee of conferenc 
adopted entirely new patent provisions.” ” 

Dh cage pevenens of section 305 of the Space Act are set forth in appendix A of 
this study. 


S 


REACTION TO THE NEW PROVISION 


The subject of “invention” rights and the effect of section 305 has been an 
important element of discussion between the Space Administration and prospec 
tive contractors. Speaking of the contrast with the policy of the Department 
of Defense,” the Administrator recently declared : 

“Two such contrary patent policies, followed by Government agencies working 
in closely related fields of research and development, can be detrimental to the 
kind of cooperation that we must have from industry, if our joint effort is to 
go forward with effectiveness and dispatch. We are well aware of the attitude 
of industry toward this question. 

“On the other hand, it must be recognized that these rules are written into 
the law, and we cannot ignore them. The Administrator of NASA has authority 
to waive these patent rights, but only if his judgment tells him that such a 
action is clearly in the public interest. 


186 Report of the Select Committee on Astronautics and Space Exploration, H. Rept 


. 193-204, 
» H. Rept. 1770, 85th Cong., p. 25. 
21 Sec. 303 of S. 3609 as reported with amendment on June 11, 1958, S. Rept. 1701, 85th 


ong. 

2 H. Rept. 2166, 85th Cong. | 
“This policy is set forth in Armed Service Procurement Regulations. Normally the 
contractor retains title to inventions made under contracts with the Department of 
Defense and the Government obtains a right to use and to authorize others to use such 
inventions without limitation except that the right does not cover commercial utilization 


Cc 


& 
= | 


* Speech delivered by T. Keith Glennan, Administrator, at Cleveland, Ohio, Apr. 16, 198). 
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“In due course, I feel sure that the Congress will want to review the whole 
mal gubject of our patent requirements. Meanwhile, we are going to make every 
legis. effort to administer the legal provisions in the patent field fairly and objec- 

tively, and with due regard for the interests of both Government and industry.” 
report fhe Administrator’s prediction that Congress would want to review this sub- 
neces. has now come to pass. On July 23, 1959, the House Committee on Science 
alysis and Astronautics announced creation of a subcommittee for his purpose, The 
vuring | chairman of the subcommittee is Representative Erwin Mitchell. On the Senate 
of the side the Subcommittee on Patents of the Senate Committee on the Judiciary 
_ (Senator O'Mahoney, chairman) is currently making a study of the patent policy 
patent of NASA and other Government agencies. 
On the same subject, the Assistant General Counsel for the Space Administra- 
bil, | tion has pointed out : 
arings “Because of the specific requirements of the space law, NASA is not given the 
freedom to contract with industry on the same basis as the Department of 
lation. Defense, with respect to rights in inventions. This is not to be taken to mean, 
¥ the however, that we are required to take title to all inventions made under a NASA 
ct.” 


ean | 4 representative statement by a manufacturer is found in the following 
| + 26 


equity “The NASA patent rules ‘will restrict creative effort on the part of private 
ats industry,’ warns Robert Lent, director of marketing for Statham Instruments, 
| Inc, of Los Angeles, developer and manufacturer of transducers, electrome- 
& cash | chanical devices that convert physical information to electrical impulses and 
transmit the impulses to electronic data handling equipment. 
re pas: | «Mr, Lent claims the rules ‘assume rockets and missiles won’t be used in a 
on fe commercial way.’ He complains the rules recently caused Statham to pass up 
an order. 
greatly | «4 buyer for a major company that had taken a NASA research and develop- 
of the | ment contract came to us and wanted transducers off-the-shelf. But because 
ittee of | pis firm was working on a NASA contract, I would have jeopardized the patent 
position of our transducers in accepting the order.’ Mr. Lent contends. He 
tected, | tymed down the sale, and the buyer went to another supplier, the marketing 
keeping | jirector adds glumly.” 

ference | Informed observers believe that where manufacturing concerns have partially 
completed research programs, section 305 forms a major (and possibly absolute) 

ix A of | har to contracts with NASA. They point out that manufacturers probably have 
nillions of dollars invested in incomplete developments of importance to the 
space program which, in addition, have substantial commercial application. If 
sich a development is completed without any Space Act “contracts,” the full 

been an patent rights will be in the manufacturer, including the right to reasonable 

prospe | myalty from the Government. If, on the other hand, such a development pro- 

artment | gam is enmeshed in any Space Act “contracts,” the manufacturer has no assur- 
ace of commercial rights and he will necessarily lose the opportunity to recover 

reasonable royalty from the Government. 

a is to | Bfect on small business 

attitude | Ithas been said that one of the most effective ways for relatively small firms 

(including subcontractors) to compete with large established manufacturers is 
ten into | to develop and patent inventions which will enable them to produce a better 
uthority | oduct. Section 305, in the view of some authorities in the patent field, will 
such an tactically eliminate this possibility insofar as inventions conceived in the course 
| ofthe Space Act contracts are concerned. 
A student of the electrical industry has stated in this connection that: 

H. Rept “In general, the leading concerns have more to gain and less to lose by a repeal 
if the patent law than have smaller competitors. On the one hand, they are 
aceedingly vulnerable to suits for infringement, and for purely defensive pur- 

| poses they must go to considerable expense to patent eVery aspect of each in- 
vation. On the other hand, they are far less dependent on patents for a 


1701, 


®Speech delivered by Gerald O. O’Bri t Chi . Il, Apr. 30, 1959. 
| amend, ver y ra rien a eago, Il pr. 30, 1959 


rmally the treet Journal, June 10, 1959, p. 10. See also, Congressional Record, June 19, 
of 959, pp. A5806-A5309. 
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sheltered market in which to recoup research and engineering expenses anq 
such capital losses as may result from changes in technique.” 27 

In a recent speech, Dr. E. H. Land, president of Polaroid Corp., emphasizeg 
the importance of patents to small business, as follows: 

“Now, I have spoken on the one hand of big companies that are not creative 
and which do not care about patents, but rather wish they would go away ang 


keep quiet, and, on the other hand, about big companies whose core of growth de 
pends on the scientific openness that derives from well-administered patents 

What then of small companies and of new companies? The answer, I think, jg | 
quite simple. It is impossible for a new company involving a major advance jy | 
science or technology—first, to be properly financed; second, to go through the 

extremely difficult periods of study, invention, development, engineering, ang | 
production ; third, to afford to advertise and to afford to distribute—all this jg 
impossible without protection by patents. There is much good talk about the 
role of small business, and it is deeply puzzling to me to see that some of the 
people who speak sincerely, lovingly, and defensively of the protection of smajj | 
business, are the ones archaically thinking of patents as a “militaristic devig 

for the aggrandizement of the interests of big business.” Our people and oy | 
legislators must be taught that if young men are to come from our scientific 
and engineering schools and establish new small companies based on their bri). 
liant insights into the thousands of new opportunities provided by the opening 
of scientific frontiers, the ideas of these young men must be protected by 
patents.” * 

In some instances small subcontracting manufacturers may well lose “inyep. 
tion” rights without realizing that through a space subcontract the rights haye 
been waived. In other cases, such manufacturers may be forced for financial 
reasons to take such contracts despite a known risk.” 


FIRST CASE HISTORY: AIRCRAFT ENGINE DEVELOPMENT 


The Government directly or indirectly has financed most aircraft engine de 
velopment activity since World War I. This development has been undertaken 
under various arrangements. The armed services themselves have attempted to 
develop engines. Other engines have been developed at private expense in 
anticipation of Government orders. Still other engines have been developed by 
private industry operating under various contractual arrangements with the 
Government. The experience with these efforts has been intensively studied, 
especially with respect to the 1919-39 period.” It is reported that efforts of the 
armed services to develop their own engines have been failures.” As to engine 
development by private enterprise, it is reported that the “major and only really 
important incentive leading private industry to carry out the development of 
aircraft engines effectively was the prospects of profits on quantity production.”* 

In many instances it was necessary for the Government to finance the direc 
cost of aircraft engine development. With respect to the experience with sud 
contracts, it is reported : * 

“* * * Even when development contracts were given, however, they were never ; 
sufficient in themselves to arouse a real interest on the part of any firm: a belief 
in the possibility of profits on quantity production was still necessary. Cor 
sequently results were far better when the military services made it clear that 
a worthwhile market for a given type of product existed than when uncertainty 


and instability in procurement plans, largely due to constantly changing per 
sonnel made the size or the very existence of a quantity market dubious, 0b 


27 See, e.g.: Testimony of Frank B. Jewett, president of Bell Telephone Laboratorie 
(pt. 3, Temporary National Economic Committee Hearings, p. 974) ; report of Subcon- 
mittee on Antitrust and Monopoly of the Committee on the Judiciary, U.S. House 
Representatives, Jan. 30, 1959, p. 108; testimony of Charles F. Kettering with respect 
to General Motors Corp. (pt. 2, Temporary National Economic Committee Hearings, pp. 
330, 334) ; and Kottke, “Electrical Technology and the Public Interest” (1944) p.5% — 

% Speech before the Boston Patent Law Association, Apr. 2, 1959. See also statemelt 
of Donald L. Brown before the Subcommittee on Patents of the Committee on the Juét| 
ciary, U.S. Senate, at hearings on the American patent system (Oct. 10—12, 1955), p. 260, 
2 See statement of Wendell B. Barnes, Small Business Administrator, ‘‘Daily Report for 
Executives,’”’ No. 121, p. A-1 (June 22, 1959). 

and Heron, “‘Development of Aircraft Engines and Aviation Fuels” (195), 

+ D. 


21d., p. 9. 

%1d., p. 10. 
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viously not even the best prospective market offered any incentive at all if the 
firm developing an engine had no proprietary rights in the design. The Army 
on a few occasions tried to have an engine developed by a private firm for a fee 
while the Army itself retained the rights to the design, but in each case the 
result was failure.” 

With respect to the importance of leaving “design rights” in the contractor, it 

stated : 

02) * * As is shown specifically by the history of the Curtiss R—1454, it is 
absolutely necessary to leave ‘design rights’ to a product in the hands of the 
eoncern developing it. The possession of design rights to the complete engine 
js far more important to the company than any number of patents on particular 
features when the product is of an old and well-known type, as reciprocating 
jnternal-combustion engines were in the 1920’s. Design rights, moreover, are not 
so likely as patent rights to expose the Government to being held up by absurdly 
high claims for very small contributions, a thing which has occasionally hap- 
pened when patent rights were left in the hands of companies most of whose 
business was not with the Government.” 

The Pratt & Whitney “Wasp” engine has been cited as an example of aircraft 
engine development where design and invention rights were proprietary. In the 
words of the above commentator : ” 

“* * * Karly in 1925, a former president of Wright, who had resigned in the 
middle of 1924 and was considering the foundation of a competing company, 
asked the Navy whether it would give a development contract for a second engine 
of this same size. The Navy refused to give such a contract to a company with 
no record of performance, but did give a definite assurance that if a new com- 
pany could demonstrate a successful engine of this size ahead of Wright, the 
Navy would buy it in quantity for the new observation plane.” 

* * * * * * * 


“On the basis of this information Pratt & Whitney Aircraft was formed and 
the Wasp was developed entirely at private risk and expense * * *.” 

The “Wasp” was one of the most successful engines of its time.” 

Critics of section 305 of the Space Act point to the aircraft engine develop- 
ment experience as a practical demonstration of the error of this section. Sec- 
tion 305, they assert, contemplates that in the normal case the Administrator 
will absolutely own any “inventions” made in research contracts with NASA, or 
made during production or other “contracts” with NASA, even to the extent of 
being able to exclude the contractor himself. Section 305(f) compels the Ad- 
ministrator to retain a royalty-free license in favor of the United States even 
where “waiver” is otherwise granted. Yet, it is argued, the aircraft engine 
history indicates that even this retained right may work against the ultimate 
objective of obtaining most effective research and development. Even more 
clearly, it is said, the Space Agency should be free to follow a general policy 
similar to that of the Department of Defense with respect to “commercial” 
rights to contractor “inventions.” 

Section 305 of the Space Act appears to contemplate transfer to the Government 
of both patent rights and other property rights derived from “invention, dis- 
covery, improvement, or innovation.” But whether the rights in question are 
mere nonpatentable “design rights’—as in the case of aircraft engines—or are 
patent rights is not important. The basic question is whether the Government 
benefits by leaving the contractor at least some residual rights. 


SECOND CASE HISTORY: SYNTHETIC RUBBER 


Synthetic rubber became a matter of highest priority after Pearl Harbor. The 
Government faced an urgent need for both productive capacity and an improved 
technology. It accordingly embarked on a vast program of plant construction 
and synthetic rubber research. The objective—like that of the Space Act—was 
to build upon existing knowledge and to meet a national emergency by Govern- 
ment-financed research and production. More than 15 years have elapsed since 
the commencement of the synthetic rubber program. Four years have elapsed 
since the sale of the wartime plants to private industry. It is accordingly pos- 


*Td., p. 65. 


®1d., p. 66. 
“Id., pp. 186-190. 
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sible to look back at the synthetic rubber program, evaluate the research pro. 
gram, and determine the extent to which the program has aided or retarded the 
construction of new manufacturing facilities. 

From the outset it was recognized that the Government’s synthetic rubber 
plants would ultimately be sold to private industry. Where the Government 
sponsored research it accordingly obtained not only the usual royalty-free license 
for Government use, but in addition obtained the right to grant a similar royalty. 
free license to purchasers of the plants.” Companies engaged in Government- 
financed research were thus given advance notice that the expected sale of Goy- 
ernment-built plants would give purchasers royalty-free use of any inventions 
made. Research was conducted on a fixed-fee basis with no special rewards for 
outstanding results. A student of the experience with these contracts reports: * 

“There was evidently a fundamental misconception which underlay from the 
beginning the organization of synthetic rubber research by the Government, and 
which persists today in the relationships of Government to the organization of 
research under private agencies. Incentive was confused with payoff. It was im. 
plicitly assumed that if private agencies or individuals were sufficiently sub. 
sidized, creative development would be forthcoming. The objective was taken 
as that of satisfying the demands of private parties. What ought to have been 
at issue was, not whether private companies were satisfied by a system of pay- 
ments, but whether that system would drive them to a greater technological 
endeavor. Creative achievement and significant technological advance, the proc- 
esses that go by the names of invention, discovery, and innovation, are never 
a simple function of laboratory time, or the numbers of doctors of philosophy 
assembled in the same building, and certainly not a mere function of Government 
subsidy.” 

A somewhat similar conclusion was expressed by the Interagency Policy 
Committee, which reviewed the status of the synthetic rubber industry. In a 
1946 report, the Committee noted that “the necessity of continuous and extensive 
research cannot be overemphasized,” and that the “present intercompany ex- 
change of information and Government-directed research programs might not be 
too well adapted to this end.” The report then states: ” 

“A private company might want to hold back development of a new discovery 
if it were to be required to share the fruits of that discovery with its competitors, 
It might not be likely to lay the necessary stress on research of which it could not 
have the exclusive benefits * * *. Private research personnel might not have 
adequate incentives if research assumed a minor role in company operations and 
if rewards and promotions therefore did not depend largely upon important 
improvements and new discoveries. 

“The Committee, furthermore, believes competition in itself to be an extremely 
powerful incentive. A research problem involving original thinking and con- 
structive imagination may better be solved by a number of research organizations 
working independently and in competition with one another than by one organi- 
zation which may have undertaken the problem under Government sponsor- 
ship 


* * * * * 


“To the extent that the present agreements prevent private enterprise from 
enjoying exclusively the fruits of its future research under the protection of the 
patent system, they may restrain competitive operation of the industry and 
inhibit the development of new processes and new polymers.” 

Until 1955, the Government owned most of the synthetic rubber producing 
plants.“ With respect to this period, it is reported that: 

“Since it could not be expected that those who operated the plants and were 
bound by the patent exchange agreements would spontaneously provide a source 
of research and development for the Government-owned industry, the Govern- 
ment was itself obliged to organize a research program. This it did. By 1952 it 
had spent $40,895,389 on synthetic rubber research directed toward two objec- 
tives. First, there was the strategy need to develop a synthetic rubber resistance 


7 Solo, Synthetic Rubber: A Case Study in Technological Development Under Govern- 
ment Direction. Study No. 18, Subcommittee on Patents, Trademarks, and Copyrights 
of A — on the Judiciary, U.S. Senate, 85th Cong., pp. 37-38. 

p. 43. 
89 Interagency Policy Committee on Rubber, 2d report, p. 41. 
pp. 96-97. 
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to'the generation of internal heat under pressure * * *. Second, it was impor- 
tant to accelerate the pace of technological discovery in order to strengthen the 
competitive position of synthetic vis-a-vis natural rubber * * *.” 

As in the wartime research program, purchasers of Government plants were 
to receive royalty-free use of inventions made in Government-financed research. 
In addition, the Government obtained rights to grant some immunities to the 
industry in general.“ Contractors working on such research were thus notified 
at least a substantial proportion of their competitors would ultimately have 
royalty-free access ‘to any inventions made, and in addition that the Government 

bly would extend a royalty-free immunity to such inventions to any respon- 
sible applicant.@ 

The results of this program have been summarized in part as follows: “ 

“The program seemed to have overlooked the need for an effective system of 
incentives. It relied on private enterprisers but not the private-enterprise sys- 
tem. The business firm in itself is not, as such, a wellspring of progress. Attuned 
to the lure of profits and adapted to the competitive struggles, it functions as 
apart of a larger scheme. Remove this lure of profits and the pressure of com- 
petition and one is left with a bureaucracy that is without direction or responsi- 
bility. Reason and history make it clear that creative research entrusted to 

ivate companies is almost certain to fail, where the company is not driven to 
obtain results by the pressure of competition and/or by the lure of profits * * *. 
And nowhere is the drive and direction more necessary than in wresting from 
the unknown new knowledge, new concepts, and new techniques * * *. Large, 
reputable companies were taken into the program. They were paid well. The 
promise of profits was taken away. The threat of competition was removed. 
They were told to go discover—go develop—go find. But there was nothing to 
tempt or drive them. In consequence, they went through the motions; they 
honored their commitments. But nothing was discovered; nothing was found ; 
nothing developed.” 

As indicated above, one of the principal objectives of the Government-sponsored 
postwar synthetic rubber research program was to develop a synthetic rubber 
resistant to the generation of internal heat under pressure. This resistance is 
an important property of natural rubber. Within 6 months after the sale of 
the Government-owned plants and the end of their participation in Government- 
sponsored research, Goodyear, Goodrich, and Firestone announced that they had 
succeeded independently in synthesizing material with composition and proper- 
ties similar to natural rubber, using isoprene as raw material.“ A commentator 
on this experience states : “ 

“Nothing could better illustrate the inadequacy of the Government research 
program, and its failure to utilize the research potential which, supposedly, it had 
put in harness.” 

The wartime synthetic rubber plants were sold to industry in 1955. 
Events since that time provide a basis to assess the actual value of Government 
power to grant patent license rights. One phase of the industry is “S-type” 
rubber production. In this field the Government has the power to grant royalty- 
free licenses under a substantial number of patents. Another phase of the indus- 
try is butadiene production, an important raw material for “S-type” rubber. Here 
the Government secured from the owners of the important patents an assurance 
that producers would be licensed on a royalty basis. A third phase of the indus- 
try is styrene production, the second important raw material for “S-type” rubber. 
The styrene industry devloped under normal commercial conditions prior to the 
war and the Government has no important patent licensing rights. 

In his annual reports on competition in synthetic rubber, the Attorney Gen- 
eral has drawn special attention to the recent entry of new producers into the 


i meuriDbe attached to the complaint in U.S. v. The B. F. Goodrich Co., Civil 
“The Government actually did do this when the General Tire & Rubber Co. made appli- 
cation. See “Second Report of the Attorney General on Competition in the Synthetic 
p. 87 (July 1, 1957). 
D. ‘ 

“Td.. p. 106. Goodrich filed patent applications and has received a Belgian tent 
548,292 on the new process. The Government has filed complaint against one eobten 
access to technical information on the process and a royalty-free license to the Government 
and its nominees to use the process. .S. v. B. F. Goodrich Co., Civil No. 1106-1157 (D.C.). 
The Government takes the position that Goodrich is required to disclose such information 
and grant license regardless of whether the research leading to the process was actually 
Government or not. (Complaint, par. XIV.) 
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production of “S-type” rubber, butadiene, and styrene. As to the three new pro- 
ducers of “S-type” rubber, he reports that only one has obtained the royalty-free 
license available from the Government, and that the “other two producers are 
employing independent processes of their own.” “ As to butadiene, the Attorne 

General has noted that “by 1957, every butadiene producer either held its own 
patents or had negotiated license agreements sufficient for satisfactory opera- 
tions.” *” With respect to styretie, the Attorney General reports: “ 

“Only three producers, Union Carbide, Dow, and Shell hold title to any of the 
patents required in styrene manufacture. Of these only the latter two receive 
royally Payments from other styrene producers. However, no producer indicarea 
any difficulty in obtaining either patent licenses or necessary technical informa- 
tion, addition, none of the producers reported their operations were hampered 
by threat of patent infringement.” 

In short, the Attorney General has found that patents have not been a barrier 
Yo new in any of Yhese helds, and Yhat in “S-Lype* rubber prodnetion 

(where the Government rights are available for the asking) only one of three new 
producers has taken advantage of such rights, 

The above-discussed reports on synthetic rubber cast grave doubt on the 
effecti veness of Government-contracted research where contractors know that 
Lheir competitors will have royalty-free access Lo the results. Whe reported ex. 
perience is remarkably similar to that in aircraft engine development. The re 
ports also indicate that where the Government retains rights for the benefit of 
other manufacturers, such rights may be of very little value to new producers. 


THE CASE FOR GOVERNMENT “INVENTION” OWNERSHIP—THE 1947 REPORT OF THE 


ATTORNEY GENERAL 


In 1943 President Roosevelt asked the Attorney General to investigate Govern- 
ment patent practices and policies and to report to him with recommendations re 
specting the relationships of contractors and of Government employees to the Goy- 
ernment with respect to their respective inventions. On the subject of inven- 
tions made by Government contractors, the Attorney General made the following 
“findings and conclusions” : “ 

“1. Where patentable inventions are made in the course of performing a Goy- 
ernment-financed contract for research and development, the public interest re. 
quires that all rights to such inventions be assigned to the Government and not 
left to the private ownership of the contractor. Public control will assure free 
and equal availability of the inventions to American industry and science; will 
eliminate any competitive advantage to the contractor chosen to perform the re 
search work; will avoid undue concentration of economic power in the hands of 
a few large corporations; will tend to increase and diversify available research 
facilities within the United States to the advantage of the Government and of the 
national economy ; and will thus strengthen our American system of free, com- 
petitive enterprise. 

“2. To leave patent rights to the contractor may permit the suppression of an 
invention paid for by the public, or the imposition of an assessment for its use 
by the public to serve private advantage. It would constitute an unequal form 
of reward for comparable performance, and would tend to unbalance Federal 
research by making more desirable those aspects likely to lead to commercially 
valuable patent rights. 

“3. Expert opinion and experience within and without the Government sup- 
port the conclusion that a policy of public ownership of inventions made under 
Government contract would be acceptable to a sufficient number of competent 
private and institutional laboratories to make it workable. However, excep 
tions to the basic policy should be allowed where necessary in emergency situ- 
ations, to permit the contractor to retain the patent rights to inventions to which 
he has already made a substantial independent contribution ; but in all such cases 
the Government should obtain at least a free license under the resulting in- 
ventions and should prohibit their suppression or the assessment of unreasonable 
charges for their use by others. 


46 “Third Report of the Attorney General on Competition in the Synthetic Rubber Indus- 
17 (July 1, 1958). 

47 1d., p. 26. 

481Id., p. 29. 

Report of the Attorney General, “Investigation of Government Patent Practices and 
Policies,” 1947, p. 4. 
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“4. The weight of evidence is that the policy recommended herein will not sub- 
stantially increase the cost of Government research contracts, or diminish the 
efforts of the contractor’s organization to perform the work competently. To 
the extent that extra costs may result fronr the recommended policy, they would 
be fully justified by the advantages of making publicly financed technology 
proadly and freely available.” 

The report includes recommendations consistent with the above findings. 

The report of the Attorney General reflects the thought that “Inventions made 
under a Government contract are the product of expenditures from the Public 
fTreasury,”™ the concept that the “company selected to perform the contract 
would be given an advantage over its competitors in the form of patent rights” ™ 
and the proposition that allowing company ownership of patent rights on Gov- 
erpment research contracts would increase concentration in research.” The 
Attorney General reported that a policy of full Government ownership of such 
patent rights would be acceptable to contractors, especia))y if strictly app)ied by 
all Government agencies.” 

Yhe report of the Miomnes General does not discuss the question of what role, 
if any, the incentive of “invention” rights plays in the quality of performance 
of a research contract for the Government. The report does consider the 
influence of possible patent rights on the cost of contraciet research. Pointing 
to wartime illustrations of contracts awarded on the same cost basis with differ- 
ing patent provisions, the Attorney General concluded :* 

“The experience in Government and industry leads me to the conclusion that 
the grant or denial of patent rights will not have an appreciable effect upon the 
cost of contractual research ; that contractors retaining commercial patent rights 
have apparently not stipulated for any smaller consideration than those turning 
them over to the Government; and that the denial of patent rights to contractors 
who in the past have been obtaining them should not require any appreciably 
greater payments under the Government's research contracts.” 

The Attorney General did not consider the relation of contractor-retained 
“invention” rights to the growth of small business. 

The report of the Attorney General made no recommendations with respect to 
ownership of inventions made during the course of a Government production 
contract, as distinguished from a contract for research and development. 

There are indications that the framers of the “invention” provisions of the 
Space Act were influenced in considerable measure by the 1947 Report of the 
Attorney General. With the possible exception of the Atomic Energy Act™ 
(which applied only in a narrow field characterized by rigid Government controls 
in any event), the Space Act represents the only legislation reflecting this phase 
of the Attorney General’s report. Since the Space Act provisions in terms cover 
all “contracts” with the Administrator, including production contracts, and the 
report of the Attorney General is confined to research contracts, the Space Act 
provisions are of considerably broader scope than the relationships specifically 
considered by the Attorney General. 

The report of the Attorney General cites the synthetic rubber program as 
illustrating industry willingness to accept research contracts making invention 
rights available to competitors.” While the synthetic rubber policy was more 
in keeping with the conclusions of the report than any other substantial Govern- 
ment research program, the above-discussed reports of synthetic rubber develop- 
ment and aircraft engine development cast doubt on the conclusions of the 
Attorney General. The Attorney General, however, did not discuss this aspect 
of the subject. 


ADVERSE REACTION TO THE ATTORNEY GENERAL'S REPORT 


The Congressional Air Policy Board 


The conclusions and recommendations of the Attorney General evoked sharp 
reaction in and out of Government. One of the first formal responses to the 


© Report, supra, p. 88. 

1d., p. 90. 

1d., pp. 90-93. 

Td., pp. 94-105. 

%Id., pp. 107-108. 

% Atomic Pnergy Act of 1958, 68 Stat. 919. 
Report, supra, p. 83. 
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report is found in the report of the Congressiona] Air Policy Board.” The Board's 
recommendations as to the “proper policy to be followed in the division of patent 
rights’ read in part as follows: 

“The Government’s policy on acquisition of patent rights under inventions 
emerging from research and development and procurement contracts should 
be that— 

“(a) The Government does not acquire, merely by virtue of research or devel]- 
opment contracts, any rights to companies’ inventions which were reduced to 
practice before effective dates of such contracts. 

“(b) All rights in inventions arising under research or development contracts 
relating directly to the companies’ normal line of endeavor shall remain with 
the company, subject to a free, nonexclusive, nontransferable license in favor 
of the Government. 

“(c) Allocation of rights in invention arising under a research or development 
contract not relating directly to the companies’ normal line of endeavor shall be 
subject to negotiation prior to signing of a contract. 

“(d) The Government by virtue of a procurement contract involving no re- 
search or development acquires no rights in inventions involved in the articles 
purchased.” 

On the role of inventions in air policy and the place of proprietary rights in 
providing incentives to the same, the Board stated : 

“Advancement and maintenance of the national security through research, 
development, and procurement depends largely on reasonable Government patent 
policies. 

“To assure effective incentive to establish companies to maintain efficient 
research, development, and production organizations, and to encourage new 
companies to enter the broad field of aeronautics, Government contracts should 
provide that the companies retain title to inventions made under research and 
development contracts. Thus companies can maintain competitive commercial 
positions and Government can benefit from resulting heightened incentive. 

* * * * 


“Since Government is the principal developer and purchaser of aircraft, a 
policy assigning all invention rights to the Government would destroy com- 
petitive incentive in the aircraft industry, and materially increase costs.” 

The Board considered specifically the then-recent report of the Attorney 
General and summarized the reaction of Government officials, as follows: ™ 

“The recommendations of the Attorney General were referred to the military 
services in preliminary form, for comment: 

“Former Under Secretary of War Patterson said it would constitute a serious 
‘obstacle to the maintenance of modern and efficient armament in the days to 
come.’ He added that it would ‘gravely hamper the program of research and 
development upon which the effectiveness of our Military Establishment in the 
years to come will chiefly rest.’ 

“Army Secretary Royall said the recommendation ‘would wreck the War 
Department’s research and development program.’ 

“Defense Secretary Forrestal said it ‘might altogether imperil the prose- 
cution of a vigorous and effective research and development program.’ 

“These recommendations should be given great weight, coming from officials 
responsible for national defense. 

“The recommendations are all the more compelling when it is realized that the 
War and Navy Department budgets for research and development for 1947 totaled 
$500 million. For all other agencies the budget was $125 million.” 

During the course of the hearings conducted by the Board, the Attorney 
General himself testified. His testimony on the specific points involved in 
the Board’s recommendations (a) to (d) was summarized as follows: 

“The report of the Attorney General did not deal with points (a) and (d) 
of the policy recommended herein. The Attorney General stated that he has 
no objection to the general declaration of the policy set forth in point (a), and 
no objection to point (d). 

“As to points (b) and (c), the Attorney General limited his recommendations 
as to the Government’s obtaining all rights to inventions made under research 


57 Ravest of the Congressional Air Policy Board, 8S. Rept. 949, 80th Cong. (1948). 
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and development contracts, to contracts under which the Government pays all 
of the costs. Under contracts where the Government pays less, the Attorney 
General stated patent rights should be subject to negotiation. 

“The Attorney General stated that the Government itself would need nothing 
more than a license on inventions resulting from its research and development 
contracts. If, however, public funds have been used to make possible such 
inventions, the public is entitled to whatever rights are involved.” 

The report of the Attorney General was also considered by the Air Policy 
Commission, appointed by President Truman on July 18, 1947. Thomas K. 
Finletter was Chairman of the Commission, which rendered its report on 
January 1, 1948. This report states: ™ 

“Procurement policies.—We point out that the procurement policies of the 
services must be directed to the provision of incentives to (@) the design and 
development of aircraft which are both technically superior and readily pro- 
ducible, (>) the production of such aircraft at the lowest possible cost, and (c) 
the maintenance of expansibility. 

“Design and development.—Aircraft are initially designed and developed on 
contracts which provide for the reimbursement of cost, plus a fixed fee for 
administration. We believe this type of contract is desirable for such initial 
procurement because the cost of developing a new airplane cannot be ascertained 
in advance, and because the contractor should have the greatest possible free- 
dom in making changes both to increase performance and, by improving pro- 
ducibility, to develop an airplane which will be cheaper to build in quantity 
production. 

“Under present contracts, all rights for reproduction of a new design become 
Government property although the success of the airplane may be due largely 
to the contractor’s particular knowledge and special skills. The retention of 
some rights by the developing contractor would provide an incentive to superior 
effort. We recommend that some consideration be given to this point in draft- 
ing future legislation. [Emphasis added.] 

* * * * * 


“* * * The Attorney General has recently proposed that all rights to patent- 
able inventions made in the course of performing a Government-financed con- 
tract be assigned to the Government. The adoption of such a policy would 
turn research and development brains from Government developments to com- 
mercial and industrial development. Unless instrument and accessory com- 
panies are permitted to retain design rights commensurate with the risks 
taken, they will tend to avoid Government development contracts.” 

Comments on the report of the Attorney General were also provoked by 
provisions in the draft of what later became Executive Order 10096. These 
provisions sought to implement the recommendations of the report relating to 
Government contracted research. On this point, the Secretary of Defense, wrote 
as follows: © 

“Now, the Department of Defense conducts research and development activities 
on a scale far larger than any other executive department. Moreover, these 
activities are different in kind from the research and development work of 
other agencies. Whereas most of the research and development work of other 
agencies is directed toward securing a direct benefit to some aspect of civilian 
life, military research and development is directed toward the meeting of mili- 
tary needs. The civilian applications of the results of military research and 
development therefore are merely byproducts. Although clearly the Government 
should not throw away these byproducts, we should not lose sight of the primary 
purpose involved. 

“The bulk of the research and development activities of the Department of 
Defense are carried on by nongovernmental organizations under contract. In 
selecting contractors for military research and development, it has been proven 
more efficient and economical to utilize for applied research and development, 
those organizations which possess the most relevant background—in knowledge, 
techniques, and equipment. About four-fifths of the contracted research and 
development work is therefore done by industrial organizations and we must 
negotiate the best arrangements possible with them. Our present patent policy 
for such contracts has been worked out over many years of negotiations. Al- 
though it is plain that they should not be considered immutable, sudden and 


% Report of President’s Air Policy Commission, p. 64. 
® Letter of Louis F. Johnson to Director of as Bureau of the Budget, Nov. 10, 1949. 
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sweeping changes would certainly disrupt the contracting operations of the 

epartment of Defense.” 
with the above recommendations, the Department of Defense 
recently opposed section 216 of H.R. 7639." Generally, this bill required that at 
least 25 percent of Government procurement contracts be made with small 
business. The bill also provided in section 216 that the Government should 
have full title to all inventions conceived or first actually reduced to practice 
in the course of Government-financed research and development contracts. In 
this respect the bill was similar to the present provisions of section 305 of the 
Space Act. The Department of Defense opposed section 216 on the ground 
that it would give rise to an additional burden on the Government of patent 
application expense and in addition that the incentive of possible commercial 
patent rights would no longer be available. The Department of Defense com- 
munication further stated that: ‘ 

“* * * An owner of a patent is generally willing to use risk capital to promote 
and improve the invention. The Government would not be in a position to do 
this. Conceivably this would be a detriment to patent development.” ” 


Second report of the National Patent Planning Commission 

On December 12, 1941, President Roosevelt appointed the National Patent 
Planning Commission. The Commission was charged, among other things, with 
the conduct of a survey of the American patent system and the preparation of 
a report and policy recommendations with respect to inventions by Government 
eontractors. The Commission report on this subject states: 

“Inventions made by Government contractors working on research and de- 
velopment contracts present important, and sometimes difficult, problems. The 
time, circumstances, and conditions under which the Government makes con- 
tracts for the pursuit of research or development work by private agencies vary 
greatly. The contract may be on a profit or a nonprofit basis, and, if the latter, 
the Government may bear all or part of the expenses involved. The contractor 
may be an educational institution, or may be an industrial firm or corporation. 
A particular contractor may be selected because of an accumulation of knowl- 
edge, experience, and special facilities of particular value in a certain field. 
Existing private research facilities may be utilized, thereby avoiding their dupli- 
eation by the Government at considerable expense. In some instances the 
effort involved may be only a further development and refinement of work 
already done by the contractor, while in others the contractor may be breaking 
entirely new ground. 

* * * * * * * 


“Tt has been urged with considerable theoretical justification that there should 
be a uniform patent clause in all Government research and development con- 
tracts. The Commission has concluded that a single uniform practice would be 
unfeasible and undesirable from the standpoint of the Government. The owner- 
ship of inventions resulting from such contracts cannot be fairly determined by 
an arbitrary or fixed rule but should be established in each situation in accord- 
ance with the applicable circumstances. The Commission believes, however, 
that, since the Government has no need of the right to exclude conferred by a 
patent and does not enter into ordinary commercial enterprises in competition 
with its citizens, full ownership of patents should not ordinarily be asserted 
by the Government. An exception to this policy would be the situation in which 
private ownership of the patents would conflict with national interest. In 
those cases in which the Government does not acquire ownership of the patents, 
it should ordinarily receive as a minimum a royalty-free license. All nego- 
tiations in connection with research and development contracts, as well as the 
drafting of contracts themselves, should be performed as now, by the agencies 
involved. [Emphasis added.] 


* Letter from Department of Defense to Armed Services Committee, U.S. House of 
Representatives, commenting on H.R. 7639 (85th Cong.). 

For a specific example of the results of a Government research contract applied to 
commercial use after substantial additional investment see the experience of Aerojet: 
General Corp. on nitromethane recounted in the Wall Street Journal, June 10, 1959, p. 10. 
eee or report of the National Patent Planning Commission, 27 J.P.O.S. 76391-76393 
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RECAPITULATION OF GOVERNMENT PATENT POLICIES 


The patent policies of the Government may be briefly summarized as follows: 

Space Act policy.—The Space Act policy is based on the implicit assumption 
that in the usual case the Government must have full ownership of all rights 
to inventions resulting from “arrangements” with NASA. The rule applies 
poth to production and research relationships and to “arrangements” short of 
formal contract. 

A less extreme position is embodied in the 1947 report of the Attorney General. 
He considered that in the case of research contracts the ownership of inventions 
should normally be with the Government. In acceding to the recommendations 
of the Congressional Air Policy Board, however, the Attorney General receded 
from the position taken in the report to one more nearly in accord with usual 
administrative practice. 

Armed services policy.—The principal other policy is reflected in the Armed 
Services Procurement Regulations. It is followed by the bulk of Government 
agencies. In the case of research contracts, ownership of inventions is usually 
retained by the contractor, subject to a royalty-free license to the Government. 
In the case of supplies or production contracts, the circumstances of the par- 
ticular contract determine the provisions used, which at most give the Govern- 
ment a royalty-free license to inventions made by the contractor. 

This policy is in general accord with the recommendations of the National 
Patent Planning Commission, the Congressional Air Policy Board, the President’s 
Air Policy Commission, and others. 


APPENDIX A 


Text of sections 305 and 306 of the Aeronautics and Space Act, Public Law 
85-568 : 
Property rights in inventions 

Sec. 305. (a) Whenever any invention is made in the performance of any 
work under any contract of the Administration, and the Administrator deter- 
nines that— 

(1) the person who made the invention was employed or assigned to 
perform research, development, or exploration work and the invention is 
related to the work he was employed or assigned to perform, or that it was 
within the scope of his employment duties, whether or not it was made during 
working hours, or with a contribution by the Government of the use of 
Government facilities, equipment, materials, allocated funds, information 
proprietary to the Government, or services of Government employees during 
working hours, or 

(2) the person who made the invention was not employed or assigned to 
perform research, development, or exploration work, but the invention is 
nevertheless related to the contract, or to the work or duties he was employed 
or assigned to perform, and was made during working hours, or with a 
contribution from the Government of the sort referred to in clause (1), 

such invention shall be the exclusive property of the United States, and if such 
invention is patentable a patent therefor shall be issued to the United States 
upon application made by the Administrator, unless the Administrator waives all 


’ orany part of the rights of the United States to such invention in conformity 


with the provisions of subsection (f) of this section. 

(b) Each contract entered into by the Administrator with any party for the 
performance of any work shall contain effective provisions under which such 
party shall furnish promptly to the Administrator a written report containing 
full and complete technical information concerning any invention, discovery, 
improvement, or innovation which may be made in the performance of any such 
work. 

(c) No patent may be issued to any applicant other than the Administrator 
for any invention which appears to the Commissioner of Patents to have signifi- 
cant utility in the conduct of aeronautical and space activities unless the appli- 
cant files with the Commissioner, with the application or within thirty days after 
request therefor by the Commissioner, a written statement executed under oath 
setting forth the full facts concerning the circumstances under which such in- 
vention was made and stating the relationship (if any) of such invention to the 
performance of any work under any contract of the Administration. Copies of 
each such statement and the application to which it relates shall be transmitted 
forthwith by the Commissioner to the Administrator. 
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(d) Upon any application as to which any such statement has been trans. 
mitted to the Administrator, the Commissioner may, if the invention is patentable, 
issue a patent to the applicant unless the Administrator, within ninety days after 
receipt of such application and statement, requests that such patent be issneq 
to him on behalf of the United States. If, within such time, the Administrator 
files such a request with the Commissioner, the Commissioner shall transmit 
notice thereof to the applicant, and shall issue such patent to the Administrator 
unless the applicant within thirty days after receipt of such notice requests 
hearing before a Board of Patent Interferences on the question whether the 
Administrator is entitled under this section to receive such patent. The Board 
may hear and determine, in accordance with rules and procedures established 
for interference cases, the question so presented, and its determination shall be 
subject to appeal by the applicant or by the Administrator to the Court of Cus. 
toms and Patent Appeals in accordance with procedures governing appeals from 
decisions of the Board of Patent Interferences in other proceedings. 

(e) Whenever any patent has been issued to any applicant in conformity with 
subsection (d), and the Administrator thereafter has reason to believe that the 
statement filed by the applicant in connection therewith contained any false rep. 
resentation of any material fact, the Administrator within five years after the 
date of issuance of such patent may file with the Commissioner a request for the 
transfer to the Administrator of title to such patent on the records of the Com. 
missioner. Notice of any such request shall be transmitted by the Commissioner 
to the owner of record of such patent, and title to such patent shall be so trans. 
ferred to the Administrator unless within thirty days after receipt of such notice 
such owner of record requests a hearing before a Board of Patent Interferences 
on the question whether any such false representation was contained in such 
statement. Such question shall be heard and determined, and determination 
thereof shall be subject to review, in the manner prescribed by subsection (4d) 
for questions arising thereunder. No request made by the Administrator under 
this subsection for the transfer of title to any patent, and no prosecution for the 
violation of any criminal statute, shall be barred by a failure of the Administra- 
tor to make a request under subsection (d) for the issuance of such patent to 
him, or by any notice previously given by the Administrator stating that he had 
no objection to the issuance of such patent to the applicant therefor. 

(f) Under such regulations in conformity with this subsection as the Admin- 
istrator shall prescribe, he may waive all or any part of the rights of the United 
States under this section with respect to any invention or class of inventions 
made or which may be made by any person or class of persons in the perforn- 
ance of any work required by any contract of the Administration if the Admin- 
istrator determines that the interests of the United States will be served thereby. 
Any such waiver may be made upon such terms and under such conditions as the 
Administrator shall determine to be required for the protection of the interests 
of the United States. Each such waiver made with respect to any invention 
shall be subject to the reservation by the Administrator of an irrevocable, non- 
exclusive, nontransferrable, royalty-free license for the practice of such inven- 
tion throughout the world by or on behalf of the United States or any foreign 
government pursuant to any treaty or agreement with the United States. Hach 
proposal for any waiver under this subsection shall be referred to an Inventions 
and Contributions Board which shall be established by the Administrator within 
the Administration. Such Board shall accord to each interested party an oppor > 
tunity for hearing, and shall transmit to the Administrator its findings of fact 
with respect to such proposal and its recommendations for action to be taken with 
respect thereto. 

(g) The Administrator shall determine, and promulgate regulations specifying, 
the terms and conditions upon which licenses will be granted by the Administra- | 
tion for the practice by any person (other than an agency of the United States) 
of any invention for which the Administrator holds a patent on behalf of the 
United States. 

(h) The Administrator is authorized to take all suitable and necessary steps 
to protect any invention or discovery to which he has title, and to require that 
contractors or persons who retain title to inventions or discoveries under this 
section protect the inventions or discoveries to which the Administration has or 
may acquire a license of use. 

(i) The Administration shall be considered a defense agency of the United 
States for the purpose of chapter 17 of title 35 of the United States Code. 
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(j) As used in this section— 

(1) the term “person” means any individual, partnership, corporation, 
association, institution, or other entity ; 

(2) the term “contract” means any actual or proposed contract, agreement, 
understanding, or other arrangement, and includes any assignment, substi- 
tution of parties, or subcontract executed or entered into thereunder; and 

(3) the term “made”, when used in relation to any invention, means the 
conception or first actual reduction to practice of such invention. 


Contributions awards 


Sec. 306. (a) Subject to the provisions of this section, the Administrator is 
authorized, upon his own initiative or upon application of any person, to make 
a monetary award, in such amount and upon such terms as he shall determine 
to be warranted, to any person (as defined by sec. 305) for any scientific or tech- 
nical contribution to the administration which is determined by the Adminis- 
trator to have significant value in the conduct of aeronautical and space activi- 
ties. Each application made for any such award shall be referred to the Inven- 
tions and Contributions Board established under section 305 of this act. Such 
Board shall accord to each such applicant an opportunity for hearing upon such 
application, and shall transmit to the Administrator its recommendation as to 
the terms of the award, if any, to be made to such applicant for such contribu- 
tion. In determining the terms and conditions of any award the Administrator 
shall take into account— 

(1) the value of the contribution to the United States; 

(2) the aggregate amount of any sums which have been expended by the 
applicant for the development of such contribution ; 

(3) the amount of any compensation (other than salary received for 
services rendered as an officer or employee of the Government) previously 
received by the applicant for or on account of the use of such contribution 
by the United States ; and 

(4) such other factors as the Administrator shall determine to be 
material. 

(b) If more than one applicant under subsection (a) claims an interest in the 
same contribution, the Administrator shall ascertain and determine the respec- 
tive interests of such applicants and shall apportion any award to be made 
with respect to such contribution among such applicants in such proportions as 
he shall determine to be equitable. No award may be made under subsection (a) 
with respect to any contribution— 

(1) unless the applicant surrenders, by such means as the Administrator 
shall determine to be effective, all claims which such applicant may have 
to receive any compensation (other than the award made under this section) 
for the use of such contribution or any element thereof at any time by or 
on behalf of the United States, or by or on behalf of any foreign government 
pursuant to any treaty or agreement with the United States, within the 
United States or at any other place; 

(2) in any amount exceeding $100,000, unless the Administrator has 
transmitted to the appropriate committees of the Congress a full and com- 
plete report concerning the amount and terms of, and the basis for, such 
proposed award, and 80 calendar days of regular session of the Congress 
have expired after receipt of such report by such committees. 
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Bill analyses released to date (86th Cong., 1st sess.) 


Subject Bill Nos. AEA report 
No. 

Federal aid to airports...___...........-.| S. 1, 674; H.R. 1011, 1056, 1787, 2507.............- 1 

Extension of the Renegotiation Act of | Analysis of proposals to amend and extend the 9 
1951. Renegotiation Act. 

Proposals to amend housing legislation._| S. 57; H.R. 2357, 3319, 2385; H.J. Res. 36, 77, 89. . 3 

Hawaiian statehood --_...--.-...---.-.-- S. 50; H.R. 50, 888, and other bills similar to H.R. 4 

50 and IT.R. 888. 
Voluntary pension plans for self- | 8. 944; H.R. 9, 10........-.--.------.---------... 5 
employed. 
1064, 268, 489; H.R. 3466, 4278, 4259, 1072, 
96. 
Aid to education. _..__.._.____......-...] S. 2, 1016 and 1017, 8, 631, 863, 877, 1088; H.R. 22 § 


(and companion bills), 4267 and 4268, 4079 (and 
similar proposals), 3904. 


i argue providing for labor-manage- | S. 505, 748, 1137; H.R. 3028, 3302, 3540, 4473, 5052_ 9 
ment reform. 
Unemployment compensation..........- a H.R. 3547; and other similar and identical 0 
Ss. 
Good-faith defense of price discrimina- | S. 11, 138; H.R. 11, 384, 929, 1188, 1205, 3654..____ ll 
tion under sec. 2(b) of the Clayton Act. 
Antitrust law and labor A special analysis. 
Amendments to Railroad Retirement | S. 226, 987; H.R. 1012, 5610__......-...-.--.--_-. 3 


Act and Railroad Unemployment 
Compensation Act. 


Proposals to restrain 64,315, 1462; H.R, 6263... 4 

Joint power development—Trinity proj- | H.R. 5499, 5521_...........---.---.----------.--- Lb 
ect. 

Prohibition of manufacturer-financing of | S. 838, 839; H.R. 4256_.........-.-------------.-- 1 


auto sales. 
= Investment Incentive Tax Act | H.R. 5, 5070, 2362, 2400, 3035, 3861, 4030, 7141.___- 17 
of 1959. 
8. 3; H.R. 3 and other similar bills. 8 


Mr. Burns. As chairman of the present study committee, I respect- 
fully suggest to this Patent Subcommittee of the Committee on Science 
and Astronautics of the House that until such time as it may be possi- 
ble to formulate a uniform basic Government patent policy, the patent 
provisions of NASA, the Space Act, should be rewritten to bring 
them into accord with those of the National Science Foundation. It 
is understood that the current recommendations of the Administrator, 
if adopted, would essentially achieve this end. | 

So much in behalf of the study committee. 

Speaking now as an individual, I have been continuously engaged 
in the specialized field of the law of patents since my admission to the 
bar in 1923 and have served as president of the American Patent Law 
Association, chairman of the National Council of Patent Law Asso- 
ciations, delegate to the House of Delegates of the American Bar 
Association, and I am a member of the Secretary of Commerce’s Ad- » 
visory Committee on Patents. 

Prior to the promulgation in 1950 of Executive Order 10096, the 
Navy pursued a policy of leaving title to inventions and patents 
thereon, made in the course of developments by or for the Navy, in 
the inventors subject to a royalty-free nonexclusive license to the Gov- 
ernment for all Government purposes. During the period when this 
policy was followed by the Navy, the very camckinn and highly 


meritorious practical radar was invented by civilian research workers 
employed in the Navy Research Laboratory, in whom title to their 
inventions was vested subject to a license to the Government. These 
inventors were entitled to benefit from the use of their inventions for 
non-Government purposes. 
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Dr. Robert M. Page was one of these inventors and I am informed 
that on several occasions private companies —— to hire Dr. Page 
away from the Government at salaries at least double that which he 
received from the Government, which he uniformly refused because, 
under the then existing Navy policy, he could hold title to his inven- 
tions and reap some reward for their non-Government use. 

It has been my privilege to represent the inventor group that de- 
veloped the practical radar inventions which were so significant to our 
defense during World War II, my representation being restricted to 
the non-Government commercial use of such inventions, and I would 
like to state to this committee that the Navy policy, existing prior to 
Executive Order 10096, under which the Government used the incen- 
tive of the patent grant as part of the compensation to its research 
people, attracted and held highly qualified technologists at salaries 
one-half of the going rate in industry for men of comparable ability. 
Under the patent policy employed * the Navy prior to Executive 
Order 10096, the Government obtained every right in respect to in- 
ventions that it could possibly use. The taxpayers benefited from 
direct savings in cost of research and the commercial rights in the 
inventions were protected under the normal functioning of the patent 
system. 

The proposition that the U.S. Government can, through its Patent 
Office, issue to itself a patent giving it the right to exclude others 
from practicing a patented invention is basically unsound. 

To my knowledge the U.S. Government has never sought to enforce 
the exclusive right under any Government-owned patent. Realisti- 
cally, Government-owned patents are removed from the operation 
of the patent system. The history of alien-owned patents vested by 
the Alien Property Custodian reflects this fact. Only the vesting of 
prior existing license contracts calling for continuing royalty pay- 
ments has been meaningful. 

Since the first major change in Government patent policy was 
initiated by Executive Order 10096 in 1950, and since the effects of 
that Executive order were dealt with in some detail in a recent talk 
by Capt. Robert A. Fitch, USN, Assistant Chief for Patents, Office 
of Naval Research, Department of the Navy, with the committee’s 
consent, I would like to file herewith for your consideration a copy 
of Captain Fitch’s presentation as appendix B. 

Mr. Quieitey. Without objection, it is so ordered and made a part 
of the record. 

(Appendix B is as follows :) 


APPENDIX B 
EFFECTS OF EXECUTIVE ORDER 10096? 


The Government’s patent policy has been a controversial matter for many 
years. Much thought and study have been given the subject by a large number 
of commissions, boards, committees, and congressional groups. They reflect 
the many differences in views as to the specific patent policy the Government 
should adopt, but all of these studies subscribe to the basic patent philosophy 
and agree on two points; first, that the patent system is necessary in the 
protection of inventions in which the Government has an interest and second, 
that the basie principle of providing some incentive to inventors is sound. 


+Delivered by Capt. Robert A. Fitch, USN, Assistant Chief for Patents, Office of Naval 
Research. Department of the Navy. 
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In order to cast a preper setting for our discussion of Executive Order 10096 
I will briefly discuss certain fundamental considerations which have a bearing 
thereon. 

The National Patent Planning Commission headed by Charles F. Kettering 
in its first report in 1943 stated : 

“The American patent system established by the Constitution giving 
the ‘power to promote the progress of science and useful arts,’ is over 150 years 
old. The system has accomplished all that the framers of the Constitution 
intended. It is the only provision of the Government for the promotion of in. 
vention and discovery and is the basis upon which our entire industrial civiliza. 
tion rests. 

“The American people and their Government should recognize the fundamenta} 
rightness and fairness of protecting the creations of its inventors by the patent 
grant. * * *” 

The patent system has “stimulated creation and development of products 
and processes necessary to arm the Nation and to wage successful war; * * * 

“The strongest industrial nations have the most effective patent system, and 
after a careful study, the Commission has reached the conclusion that the 
American system is the best in the world. * * * 

“* * * Never before has there been such a free exchange of scientific and 
technological knowledge, and products of invention between our industrial con- 
cerns, Our research laboratories and our own Government, and between our 
Government and our allies. Such a liberal and complete exchange of scientific 
information and the secrets of industrial laboratories could not have been 
possible without the reassurance of the protection afforded by the patent 
system. * * 

The national patent policy as expressed in the Constitution is to encourage 
progress in the arts and sciences by giving inventors the exclusive rights to 
their inventions for a limited period of time. A patent enables an inventor to 
make and sell his invention, presumably at a profit, excluding others from so 
doing. Or it will permit the inventor to license others to practice his invention 
for a fee. Or it will permit his own use of the invention without interference 
from others, which is the primary purpose of the Government in securing patents. 
A Government policy of taking only a license in its employees’ inventions con- 
forms with the first two mentioned of the reasons for obtaining patents and 
would conform with the underlying reason for patents; namely, incentive to 
{NVentors, 

Before issuance of Executive Order 10096 the patent policy of a Government 
department or agency was developed to serve the agency’s need i catrying ont 
its basic mission. This policy was based on the common law as announced by 
the courts in interpreting the Constitution and legislation, As the basic missions 
of the agencies differ it was not unexpected that the patent policies with respect 
to employee rights in their inventions differed. It was Navy policy to allow em- 
ployees to retain title to their inventions, where permitted by law. This assisted 
the Navy’s basic mission of defending the Nation in that problems in defense 
could be more quickly solved through additional incentive. 

It was decided in 1950 to adopt a uniform patent policy for employee in- 
ventions, resulting in Executive Order 10096, applicable to all Government em- 
ployees. This order as written is bad. By its literal wording it would adopt a 
strict policy of taking title to employee inventions and caused great concern in 
the Government scientific community. However, by liberal interpretation the 
military services have attempted to follow the rule in the Dubilier case and 
permitted employees to retain title to their inventions subject o a royalty-free 
license to the Government. In this way we comply with the Supreme Court 
decision, support the patent system, obtain a royalty-free license which is all 
we need, and we help strengthen our national defense. Our competitor, Soviet 
Rugsia, is rapidly increasing its science and technology, and we must meet 
Russia’s challenge by taking all possible steps to stimulate the making of in- 
ventions. Capt. George N. Robillard, USN, Assistant Chief of Naval Research 
for Patents, in 1951 wrote in the Saturday Evening Post : 

“America must invent or die. It is as simple as that. We and our allies are 
engaged in a struggle, the end of which no man can foresee, against the 
Communist powers dominated by the Soviet Union. To counterbalance their 

ter manpower we have, for the time being, technical superiority in land, sea, 
air, and atomic weapons. So far, this has deterred the men in the Kremlin from 
attempting a worldwide war of conquest. If our technical superiority is ever 
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lost or even seriously narrowed down, we may find ourselves in a conflict which 
will destroy civilization as we know it. * * * 

«*# * * This study has forced me to the following reluctant conclusions: (1) 
The stimulus, the incentive to make such inventions is weak, especially as it 
affects the independent inventor or the inventor employed by the Government ; 
ae * 

«s * * In Government laboratories many gifted technicians, on modest salaries, 
are devoting to military invention a talent which, if employed in the industrial 
world, would bring them big money. They continue to do this, although the 
Government has recently curtailed [by Executive Order 10096] their chance 
of ever sharing in the profits which their patents may later yield commercially. 
But some of these men, I know, are unhappy and discouraged under the new 
restrictions—a state of mind not conducive to the best results.” 

These statements of Captain Robillard are as valid today as they were 8 
years ago, and in view of the Soviet scientific and technological achievements 
as evidenced by the recent Russian interplanetary space platform orbiting the 
moon, it is probably realistic to state that we are not winning the scientific 


race. 

The Government is spending vast sums for research and development which 
add to our storehouse of scientific knowledge. This in turn produces many in- 
yentions of great importance to our military posture. Inventions are made by 
men. Some synthesis of a fund of information accumulated from many sources 
produces something new and novel. It is not an easy process and considerable 
mental effort is required. With the many very real problems in science and 
technology confronting us, it is imperative that we do everything within our 
power to stimulate creative thinking and the exercise of the inventive faculty of 
our scientists, engineers, and technicians. A proper patent policy of the Govern- 
ment with respect to employees’ rights in their inventions can be one such 
stimulus. 

The policy which would best serve the mission of the Department of Defense, 

cally the defense of the country, would permit employees to retain title to 
their inventions. To keep a man thinking about a solution to a technical prob- 
Jem confronting the Navy in the expectation of retaining some commercial) rights 
in his brain child, rather than going off on his own pursuits, is of paramount 
importance in speeding up the defense effort. By rewarding the creative em- 
ployee with rights in his invention, he will be encouraged to stay with the 
Government in expectation of acquiring patent rights from which he may profit 


through commercia) use of the invention. 


Dr. Ralph Bennett, former head of the Naval Ordnance Laboratory, left the 
Government because he could not give his family the advantages he felt he owed 
them on his Government salary, A more liberal policy may help keep some of 
our better personnel. The chance of personal gain for one’s creative efforts is an 
incentive which should not be removed, A liberal policy would also have the 
effect of saving time and money for the Government as an earlier solution of im- 
portant problems could be expected. 

Retention of title to inventions by the Government serves no useful purpose 
as the Government exercises none of the prerogatives of ownership. It does not 
sell or license for a fee the patents it owns, nor does it prosecute infringers. 
Its need for patents is purely defensive so that the Government will not pay 
twice for inventions made in the course of Government-financed research. 

The National Patent Planning Commission in its second report stated: 

“* * * The chief value and importance of a patent to its owner flow from the 
right to exclude bestowed by the grant. Being the only person not excluded by 
the patent from making, using, and selling the invention, the holder of the patent 
is enabled to profit from the invention by developing his own business, or by 


licensing others. Commercial and industrial interest in the protection of an oper- 
ating business or in recovering investment costs requires the exclusive right con- 
ferred by a patent, but the Government, not operating a business, has no need for 
this kind of protection * * *. 

“* * * T¢ often happens, however, particularly in new fields, that what is avail- 
able for exploitation by everyone is undertaken by no one. There undoubtedly 
are Government-owned patents which should be made available to the public in 
commercial form but which, because they call for a substantial capital investment, 
private manufacturers have been unwilling to commercialize under a nonexclu- 
sive license, * * *” 
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Some measure of incentive has been provided through the Incentive Awards 
Act in that awards for inventions are recognized. Following the pattern set, 
down by the longstanding beneficial suggestions program, the awards commit- 


tees are measuring the monetary award by the savings effected. This is not 


always applicable to employee inventions, and for this reason should not be sub- 
stituted for the means for rewarding creative thinking in the sciences and use. 
ful arts provided in the Constitution. This means is to give the inventor the ex. 
clusive right to his invention for a limited period of time. By this clever scheme 
the Founding Fathers made provision for rewarding the inventor in the degree of 
the inventions’ usefulness to the public. This form of incentive must not be 
eliminated. 

The degree of interest an agency has in patent policy would appear to bear 
some relation to the number and kind of inventions made by its employees. A 
look at the inventions coming from each agency discloses that the Department of 
Defense has over 80 percent of the total employee inventions. Because of the 
relatively large number, an adequate patent policy is of great importance to the 
Department of Defense. 

The question I raise is whether uniformity in policy among the various Goy- 
ernment agencies with respect to employee patent rights is desirable or neces. 
sary. Certainly the Congress, where it has spoken on this subject in establishing 
new agencies, has not seen fit to adopt a uniform employee patent policy. For 
example, the policy in the National Science Foundation Act follows the Supreme 
Court decision in the Dubilier case while the TVA Act provides for taking of 
title in every case. 

The National Patent Planning Commission in its second report said: 

“* * * Accordingly, the Commission concludes that it should be left to the 
agencies initially to determine the action which will best serve the interests of 
the public, the Government as represented by the agency, and the encouragement 
of inventiveness by the employees. * * * 

“* * * The policy regarding the respective rights in employee inventions should 
not be governed by rigid rules prescribed in advance for all departments and all 
eases but should be a matter primarily for departmental treatment * * *.” 

Should we not, therefore, rely upon the national patent policy as expressed in 
the Constitution? This policy provides an incentive to inventors to invent and 
disclose their inventions. It is this element of incentive that is often overlooked 
or neglected in the vast Government research and development operations. 
Yet incentive is the key to success in securing the best in creative effort. As 
Lincoln so correctly said “The patent system added the fuel of interest to the 
tire of genius.” He recognized the value of providing an incentive to inventors, 
Whether a scientist, engineer, or technician will work on a new idea or go fishing, 
may well depend on the incentive provided. 

Experience clearly indicates that an inflexible basic patent policy with re- 
spect to employee rights in their inventions is neither desirable nor necessary. 
The policy desirable for one agency should not be forced on another. To permit 
some latitude among the several departments of the Government, the Department 
of Defense has recommended to the Bureau of the Budget a bill which would pro- 
vide a clear standard for the taking of title to employee inventions and would 
grant authority to the head of a department to waive such title if in the best 
interest of the Government to do so. When a waiver is granted the Government 
will reserve a royalty-free license under the invention. This proposed bill would 
permit each agency to adapt the basic patent policy to best suit its needs. This 
is in the best interest of all of the Government agencies. I urge your support 
of the bill. 


Mr. Burns. Under the existing economy in this country, the Federal 
Government is underwriting more than half of the total annual re- 
search costs in the country. Through failure to employ the incentive 
of the patent system as a part of the compensation to those engaged 
in Government-sponsored research, some of the country’s best. research 
talent is reticent to participate in Government research and the hoped 
for technological achievement is impaired. 

The at tikaty areas of future technological advance lie in fields 


inherently germane to the national defense and may be expected, in 
large measure, to flow from Governmnet-financed research. 
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When the Congress, by statute, preempts to Government ownership 
ventions in such vast areas of future technological advance as fall 
yithin the scope of the present patent provisions of NASA, it is 
moving a long way down the road toward a totalitarian regime. 

The acceptance by this subcommittee of the Administrator’s recom- 


 mendation to rewrite section 305 of the National Aeronautics and 


Space Act will, until such time as a uniform Government patent policy 
can be formulated, make research in the space field more attractive to 
qualified rsons and facilities and help to preserve the normal func- 
toning of the patent system to achieve its constitutional purpose. 

Departing from the prepared statement, I would like to refer to the 
pill analysis of the American Enterprise Association, particularly to 
pages 8 and 9, and I read: ; 

Ti May 21, 1958, the House Space Committee submitted a 236-page 
report representing the “considered judgment of the committee staff” 
but not necessarily the views of the committee members. This report 

ve a detailed analysis of the need for a bill, pointed to the value of 
la enterprise incentives in securing the most rapid progress in space 
technology, gave a detailed critique of the administration bill, and in- 
duded an elaborate checklist of questions and problems on space tech- 
nology. The report nowhere mentions invention or patent rights or 
any problems as to them. 

e first bill to include “invention” provisions was the redrafted 
House bill, H.R. 12575. This bill was introduced on June 3, 1958, 
after all public hearings had been concluded. Section 507 of this bill 
provided in substance that: 

(a) Inventions or discoveries made under any contractual or other 
relationship with the Agency should belong to that Agency, unless 
waived by the Administrator. 

(6) When so waived the Administrator should retain the right to 
use and license others to use the invention and that in such a case he 
may pay, or require licensees to pay, reasonable royalties for the use 
of the invention or discovery, and 

(ec) When the Administrator does not waive ownership he may pay 
acash award as compensation for the invention or discovery. 

The Senate committee wrote the above provisions into S. 3609. 
Before passage of that bill, however, the provisions were deleted to 
prmit further revisions by the committee of conference established 
to resolve differences between the House and Senate. The commit- 
tee of conference entirely rewrote and greatly expanded the inven- 
tion provisions which now constitute section 305 of the National Aero- 
nauties and Space Act of 1958. 

I do not refer to that, members of the committee, in a critical vein, 
for we are all sympathetic with the heavy burdens that rest on the 
Members of the Congress in the formulation of legislation. But I do 
refer to it to bring home to you the fact that in actuality there never 
were any public hearings with respect to the provisions of section 305 
of the Space Act as it now exists. It was enacted into law without 
such hearings. 

The query is made: Why are we concerned with changing this sec- 
tion at this time? We are concerned with changing this section at 
this time to bring it into line with practices with which we have had 
experience and with which the Government and industry and inven- 
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tors have learned to live. To keep this strict provision in its present 
form in the Space Act will, in my judgment, make it more diffeult to 
achieve the broad objectives of that act in furthering our progress jn 
technology in the space field. Bear in mind that the definitions are 
so broad that some of my clients have inquired as to whether or not 
if a man took a pitchfork in an airplane, the patent wouldn’t belong 
to the Government. The definitions are so extremely broad to make 
it impracticable and unworkable. 

Thank you. 

Mr. Quietxy. Mr. Burns, how large is this Government patent 
policy study committee that was created in August of this year by 
your organization ? 

Mr. Burns. At present there are about 50 members of the study 
committee. They are drawn from throughout the Nation. 

Mr. Quieter. How do they propose to make this study? 

Mr. Burns. We are empowered to raise funds, to equip ourselves 
with a staff, and to call upon the best talent and to develop case—spe- 
cific case histories. 

ea eoienae: Do you have a target date for the completion of your 
study 

Mr. Burns. No, we do not. When you undertake a study of this 
magnitude—and bear in mind that this goes not just to your Space 
Act, this goes to your Atomic Energy Commission, it goes to the 
practices under ASPR, of the Defense Department, it goes even to in- 
ventions made in the military, and inventions made by civilian em. 
ployees, an across-the-board study of the whole problem of Gover- 
ment patent policy. 

When we have reached a stage in our economy, under our tax.strue- 
ture, where the Government has more money than anyone else, this 
problem is a tremendously important one, and unless we are cautious 
we are going to move in a direction that impairs the guarantees of our 
Constitution. And, above all, the Congress should be cautious in mov- 
ing in that direction until it has the benefit of factual evidence, 

There is no use to come here and give emotional beliefs or opinions. 
We must come with something of an evidentiary character, 

Mr. Quietey. May I make a comment there? 

Mr. Burns. Yes, sir. 

Mr. Qutetery. I think that this record to date has been particularly 
devoid of facts. I think we have had a minimum of facts in the first 
3 days of testimony. I think we have had some very definite feeli 
some very closely held prejudices, some very keen feelings on this su 
ject, and I appreciate that there is a sharp division in the thinking of 
a lot of people in and out of the bar. But frankly, as a member of 
this committee, I don’t think we have been given any particular facts 
on which I would want to go to the Congress and say, “On the basis of 
this record the law should be changed.” 

Mr. Burns. Mr. Congressman, on the basis of what factual evidence | 
did you enact the provisions of section 305 ¢ 

Mr. QuiGLey. We, I have a good defense to that, as an individual 
Member of the Congress, I was not in the Congress when that was 
passed. 

But, because one mistake was made in that manner, I don’t propose 
that we should make two. And I think it is no defense to say that 
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because the 85th Congress acted without having the facts, that the 86th 
should do the same. ; 

Mr. Burns. I ask your pardon for my impertinence in that ques- 
tion, but I think it is germane. I think, additionally, that one of the 
reasons—you are dealing here specifically with your patent provisions 
of NASA, which is a complete change in Government patent policy. 
_ Mr. Quictry. Which has already been made by the Congress of the 
United States. 

Mr. Burns. That is true, without benefit of public hearings. 

Mr. Quictry. However made, made, and the burden is on us now 
to persuade the Congress to change its position. 

r, Burns. Now, if it was made without the benefit of factual evi- 
dence, why not go to a pattern with which we have had experience 
and in respect to van we have some factual evidence—DOD, 
ASPR—when 8 are dealing with something as new as this provi- 
sion, the only thing you are going to get is an expression of reluctance 
on the part of people with the best qualifications to render the research 
service that this Agency needs to participate in that research. 

Mr. Quictry. This is a statement that is made and made and made 
again, and yet there has been no evidence brought to my attention of 
any instances of that. 

r. Burns. May I presume to make a prediction that you will have 
such evidence before you close these hearings ? 

Mr. Quieter. I would hope that we do. 

Mr. Burns. You will. 

Mr. Quietey. If it is there, I would hope that we would have it. 

Mr. Burns. Our committee is so new that I cannot presume and 
our committee cannot presume to present to you findings as the com- 
mittee’s findings. 

Mr. Quictey. Mr. Burns, may I say this: I think there is a burning 
need, not just for the benefit of the patent lawyers or for bar associa- 
tions or for industry or for NASA or for the Government generally, 
but for the country, to have a serious objective study made of this 
whole problem, and I would hope and trust that on the basis of that 
study Congress ultimately will act and come up with a uniform 
patent policy for all the agencies of the Federal Government. But I 
must be completely frank, sir, and say that as of this moment I have 
some serious doubts about the capability of the committee you are 
heading to make that study, because I think you have come pretty 
close to saying here: “Let’s hang the guy, give him a fair trial some- 
time next week.” You are saying, “Let’s make the objective study, 
but before we even start on it, let’s change the NASA law.” 

Mr. Burns. You are misconstruing my position. 

Mr. Quieter. I hope not, so I will give you the opportunity to get 
the record straight. 

Mr. Burns. The NASA law is only one facet-—— 

a Quieter. But the only one that this committee is concerned 
with. 

Mr. Burns. Of the whole problem—TI recognize that, I recognize 
that. But why should we in this particular area go all out and pre- 
empt then to Government ownership all inventions made in this 
field, which is a departure from an experience that the country and 
the Government has had in other areas over a long period of time? 
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Why should we make this direct departure in this area, and particu. 
in under the definitions in the form that they exist in this legisla. 
tion 

Mr. Quictey. Maybe we shouldn’t have, but the point is we have, 
And the problem of this committee, is to make a study, and on the 
basis of that study and these hearings, to recommend to this Con- 
gress whether or not the law should be changed. I think, frankly 
to carry out our responsibility we have to have something more than 
all the tired old arguments that we hear, that it shouldn’t have been 
done in the first place, that it was a mistake to do it. 

I think we have got to come up with a documented case, and not 
just say that the lawyers are for it or industry is against it, or some- 
thing like that. And the type of study which you are heading — 

Mr. Burns. You don’t think it will be enough to establish that 
institutions with some of the greatest competence to do the job are 
—— to undertake it because of the existence of this very legis. 

ation ¢ 

Mr. Quie.ry. I didn’t hear your question. What was it? 

Mr. Burns. You do not believe that evidence going to the reluc- 
tance of facilities that have the greatest competence to do the job 
to take research contracts under the existing legislation is enough to 
warrant liberalizing that legislation to permit some laxity ? 

Mr. Quietey. Since I haven’t heard any such evidence yet, I can’t 
very well prejudge it. 

Mr. Burns. That is the evidence I promise you will have. 

Mr. Quieter. When I hear the evidence then I will make my deci- 
sion, but up to now I haven’t heard it. 

Mr. Burns. Bear in mind I am apologetic in this regard because 
our committee was only constituted and formulated this fall. It is 
premature for us to attempt, as I said in my statement 

Mr. Quietey. I think so. And the only thing that surprised me or 
caused my eyebrows to raise about your testimony is, recognizing how 
premature it would be for your committee to make any specific recom- 
mendations, you didn’t hesitate to recommend the sweeping changes 
to be made immediately in the NASA Act. 

Mr. Burns. I am glad you recognize that they are sweeping, be- 
cause that establishes how far the Congress went in initially enacting 
those sweeping provisions into section 305. All we are seeking is to 
have you bring this activity under the Space Act into reasonable con- 
tormity with the experience that the other departments have had, the 
Government. has had, that industry has had, and under which they 
have learned to live. This one they have not. And I can tell you 
that clients are reticent to—you have got here a situation where cli- 
ents have spent millions of dollars in developing skills and know-how 
in a specialized field, and if they make a contribution under a contract 
financed by this Agency, the ownership of that vests in the Govern- 
ment. 

Now, the Government can have all of the rights it can ever use. 
When the Government has one of these licenses, it is not restricted to 
where it can acquire its material. They can go anyplace. It can go 
to the Joe Doaks out here in your home county and give him a contract 
to supply. They have no—the ownership of the non-Government 
rights exercises no control at all over the Government’s freedom of ac- 
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tion in acquiring, where it will. Now, if you want to look at this from 
the standpoint of the selfish interest of the Government in dollars, 
the Government has no right to exploit the commercial rights in an 
jnvention, it never has done so. If it grants an exclusive right, it has 
to do so on a basis that will enforce the patent against infringers; if 
it grants a nonexclusive license, nobody wants it. 

ou wouldn’t care to go out and buy fertilizer and seed and culti- 
vate a field of corn if Tom, Dick, and Harry can come in and shuck 
thecorn. A small company—no company will go out and spend a lot 
of risk capital to produce a product, develop a process, and create a 
market if its arch competitor, without spending that capital, can copy 
and move in and take the market. It just will not happen. 

Now, it is in the interest, dollarwise, of the Government that the 
non-Government rights in these inventions be exploited and that they 
exploited under conditions that yield a return, because the Govern- 
ment will get in taxes 52 cents our of every dollar of net earnings that 
come from those non-Government rights, and I submit to you that 
through that mechanism, on a purely selfish dollar basis, the Govern- 
ment will derive much greater benefit than it could ever hope to gain 
through the administration of a bureaucratic licensing agency at- 
tempting to try to collect royalties. 

Mr. Quictry. Mr. Burns, you may be 100 percent correct. That is 
ahighly persuasive argument; the only trouble with it is it is argu- 
mentative, and I am trying to get some real honest-to-goodness evi- 
dence on this record to prove it. 

Mr. Burns. All right. Let us take a look at what has happened in 
the Alien Property Custodian’s field. We vested, our Government 
vested all enemy-owned patents in the Alien Property Custodian. 
The Alien Property Custodian forthwith put out the most expensive 
brochure I have ever seen, the most expensive paper, the most beauti- 
ful, glamorous thing, telling what a wonderful thing it was going to 
do for American industry. They were going to grant licenses at $50 
apiece base to try to cover a little bit of the clerical overhead. Nobody 
wanted those licenses. Everybody could have them and what every- 
body can have nobody wants, particularly where it takes investment 
todevelop and create a market. 

Who is going to go out and spend that money and create the mar- 
ket and have his arch competitor move in? Somebody, as spokesman 
for that agency, may tell you they granted a whole lot of licenses. 
Well, at $50, what the heck. But nobody used them, nobody exploited 
the rights. The only thing that was vested by the Alien Property 
Custodian that was meaningful to our Government was where prior 
to the war there was an existing contract, a license contract by the 
private foreign owner of the U.S. patents to an American concern 
calling for the continuing payment of royalty. There was a contrac- 
tual obligation. When they vested that contract, they vested the right. 
to collect the continuing obligation, and that is the only thing that 
proved of any value or materiality to the Government in the opera- 
tion of the Alien Property Custodian’s expensive enterprise. 

Mr. Quieter. Judge? 

_ Mr. Curnowern. Mr. Byrnes, I have great respect for your opin- 
lons and observations and I am sure you recognize that the members of 
this committee have not had the benefit of the long experience that 
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you have had in the field of patent law. In the past 2 days I have 
gained a great deal of information from other witnesses as well as 
yourself on this very controversial subject. 

You mention now—you are critical of the Act of Congress in the 
Space Act, vesting title in the Government. Was your group simi- 
larly aroused on the passage of the Atomic Energy Act in 1954, which 
did the same thing ? 

Mr. Burns. Our rience under that Atomic Energy Act has re- 
flected that it goes too far, that it goes too far. 

Mr. CHENoweETH. Was the same amount of agitation aroused —— 

Mr. Burns. No; I would say not. It was a complete new science, 
which was wholly developed by Government. 

Mr. CHENowETH (continuing). On the passage of that Act? 

Mr. Burns. No. 

Mr. Cuenowetu. You did not have the same concern? 

Mr. Burns. No; we did not have as great concern. There was 
concern—— 

Mr. CuenowerH. You seem to be particularly aroused now, you 
and your group. Why were you not aroused at that time? Was t 
the anit expression by Congress vesting title in the Government of 
patents ? 

Mr. Burns. If I may be permitted this statement, Congressman 
Chenoweth, you see these things move progressively, like an erosi 
=~ away little by little. The first thing that happened was 
the Executive Order 10096, back in 1950. 

Mr. CuenowetH. What was that? Explain that to us. 

Mr. Burns. That was the order that set the standards for taking 
ownership of inventions made by Government employees and others, 
It was the first complete departure from the time-honored policy of 
Government to take only the rights that the Government needed. 
This was by Executive Order 10096. That occasioned a great deal of 
concern. 

Mr. CuEenowetH. What did the order provide? 

Mr. Burns. I cannot give it to you chapter and verse. 

Mr. Cuenowetu. In 

Mr. Burns. But it provided that the Government would take 
ownership of inventions made by Government employees. 

Mr. Cuenowetu. This is just for the Navy Department? 

Mr. Burns. Oh, no; across the board. There is an Executive order 
across the board in Government. 

Mr. Cuenowetu. All departments? 

Mr. Burns. Yes. 

Mr. Cuenowetu. I see. 

Mr. Burns. This is a broad-scope Executive order. This was a 
marked departure from the common law and the decision law that 
had been applied by the Supreme Court of the United States. 

Mr. CuenowetH. What brought about that order? What led upto 
its issuance ? 

Mr. Burns. There was quite an extended brochure developed by the 
Department of Justice. I think the order was formulated by the De- 
— of Justice and grew out of Justice, and it was widely con- 

emned by people in and out of Government. That is dealt with quite 
extensively, Congressman Chenoweth, in this very bill analysis of the 
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American Enterprise Association, my appendix A, the background 


history. 

Mr. CueNnowetuH. Did you or members of your group have any 
opportunity to appear and protest such an order? 

Mr. Burns. Oh, no; that came out of the blue, as far as we were 
concerned. 

Mr. Cuenowertu. Is that order still in effect ? 

Mr. Burns. Yes. You see you have here a Government Patents 
Board existing. Under that order, because of the background policy, 
that Government Patents Board has, in actuality, been rather Tiheral 
in ting waivers. That grows solely out of administrative policy. 

. CHENOWETH. I am not quite clear, Mr. Burns, as to just what 
the impact of that order is at this time, because the Department of 
Defense is following the exactly opposite policy, is it not? 

Mr. Burns. That is right. Because the Sawies order did not 
foreclose the exercise of some discretion and did not foreclose the 
right of waiver. 

r. CuenowetH. I do not think any question of waiver is in- 
volved. We had the Department of Defense here yesterday and they 
stated over the years it has been their unbroken policy to vest the 
title in the contractors. 

Mr. Burns. Now you are dealing with contractors as distinguished 
from Government-conducted research with its own establishment. 

Mr. CHENOWETH. You are just talking now about research within 
the Department ? 

Mr. Burns. Yes. 

Mr. Curenoweru. Now then, what has been the experience with that 
order? You say they have been rather liberal in its interpretation 

Mr. Burns. Yes, they have been rather liberal in granting waivers. 
But moralwise it has been a rather disconcerting thing from the stand- 
point of the technologists employed by Government. 

Mr. Curenoweru. In most of the cases would you say they have 

iven - inventor the patent and the Government just took the 

cense 

Mr. Burns. As I say, I think they have pursued a fairly liberal 
policy in respect to waivers on the Government Patents Board. 

Mr. Cuenowetu. I wonder why the order has not been rescinded, 
since it has no practical effect ? 

Mr. Burns. I think it should be. 

Mr. CuenowerH. You think the Board by its own action has prac- 
tically rescinded it by its interpretation ? 

Mr. Burns. I would not gothat far. It isalways there; it is always 
a weapon that the Board can and sometimes does use. 

Mr. CHENowerH. I get the impression from what you tell me that 
has been the actual result. 

Now, Mr. Burns, there are two schools of thought in this field of 
Government patents, are there not? One is that the Government 
should retain the title and then issue the license to anyone who is in- 
terested so as to give every commercial firm the right to participate— 
where the invention has been as a result of a Government a haa 
tion, where the Government has financed the research and develop- 


ment program. Now you do not concur in that theory, I can see. 


| 
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Mr. Burns. For the reason that when you grant: licenses to al] 
comers no one has the benefit of the patent incentive, no one has any 
advantage with respect to his worst competitor. 

o re CuENowertu. On the other hand, everyone has the right to use 
i 

Mr. Burns. And in that circumstance the invention will die, it wil] 
never come on the market; the American public will never have the 
benefit of the use of it. 

Mr. Cuenowertu. Has that been the practical experience ? 

Mr. Burns. That is the way that our country has been built—oyr 
new companies come into being to produce new products under the 
protection of the patent. They bring them to the market and they 
go into the marketplace and the ablic buys them and enjoys the 
— of them. That gives us the highest living standard in the 
world. 

Mr. Cuenowetu. We had Mr. Anderson with us yesterday who js 
Assistant General Counsel for Patents with the Atomic Energy Con. 
mission. He indicated that their program was working very well. 

Mr. Burns. I think you will hear some evidence to the contrary 
before your hearings 

Mr. Cuenowetu. I was just commenting on what Mr. Anderson 
told us yesterday. He feels very strongly that the Government should 
retain the title and intends that where Federal funds are expended for 
research and development purposes that the Government should 1. 
tain that title, as the AEC is doing. That is why I am a little con- 
cerned as to why your group did not become more agitated at the 
time that Atomic Energy Act was passed, because that was the first 
expression by Congress, as I understand it, that the title should vest 
in Government. 

Mr. Burns. Of course we have uniformly opposed section 152 of 
the Atomic Energy Act. When you say “agitated’’—we did not form 
a study committee such as the present existing study committee, 
Spokesmen for our various associations did appear or have appeared 
at different times in respect to the harshness of section 152 of the 
Atomic Energy Act. 

Mr. Cuenowetu. You feel the Government gets all they need or all 
they can use in the nonexclusive license, then? _ 

Mr. Burns. Yes. When you say “nonexclusive,” you must bear this 
in mind—that the license the Government has, enables the Government 
for its purposes, and all of its purposes, to deal across the board with 
the small businessman, with the individual, with the large come 
When you hear this talk that the large companies are getting wind: 
falls and benefits and so on, the Government is free to obtain its re 
quirements any place it wants to, If it does it, and obtains them from 
big business or from a big company, it does it because it feels that 
it will get better production, it will get better quality, it will get bet- 
ter know-how, it will get better skill. That is why it goes in that 
direction, But there is no compulsion on it to do it. | 

Mr. Cuenowern. The Government can right next door to the 
competitor of the contractor who created the invention and give i | 

order ? 

Mr. Burns. Yes, sir, and it can refuse to give the man who owns | 


the commercial rights under the invention any order. 
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Mr. Curenoweru. There really is not much difference, then? It 
js sort of a twilight zone here as between license and ownership, as 
far as—— 

Mr. Burns. All you are concerned with as far as this whole sub- 
ject is concerned is the non-Government exploitation rights of these 
inventions for commercial use by the public, to bring these inventions 
to fruition, where the public will have the benefit of them. And if 

ou do not give the man the incentive, why is he going out and spend- 
ing his good money to create a market for something that his com- 
petitor next month moves in and takes the benefit ? 

Mr. CHENOWETH. It is really a moot question so far as the govern- 
mental use is concerned. 

Mr. Burns. Absolutely. 

Mr. CuENowerTH. Because it makes no difference either way it goes. 

Mr. Burns. It is absolutely a moot question as far as Government 
is concerned. 

‘Mr. Cuenowernu. It is for the commercial production. That is 
where the problem lies. 

Mr. Burns. That is right, non-Government rights. 

Mr. Curenowern. You do not feel that in cases where the Govern- 
ment advances all of the research money that there is any moral 
question involved as to Government ownership ? 

Mr. Burns. No. Because if the Government uses the incentive 
of the patent system as a part of the compensation to get the quality 
personnel and—actually, you will, under a liberal patent policy, be 
able to get research at cost. 

Mr. Cuenowretu. Has that been the experience in the past ? 

Mr, Burns. Yes, sir, and you will have testimony to that effect 
before your hearings close. 

Mr. Cuznowrtn. We have already had that. You confirmed what 
the Department of Defense told us yesterday. 

Mr. Burns. I have clients who are willing and ready and able to do 
justthat. 

Now, I think it is a short-range policy to foreclose to the Govern- 
ment, except on a pure patriotic premise, the availability to it of the 
best. talent, available to do the job by foreclosing to them the incen- 
tive of the patent grant. It has been said here you have two com- 
panies that have great big Government contracts. One of them 
makes an invention a little bit ahead of the other one. Why should 
they not both have the benefit of it? I think that makes a case 
ae your patent provision. What the Government wants and 
what this ypanagat 4 needs is speed in the development in this area. 
In this—in our whole commercial picture on the patent program, the 
incentive, the guy that gets there first is the fellow who gets the 
reward, and if you take away the potential reward from both of them, 
you probably will not get the advance at all. 

. Caenowern. Of course, the second firm could participate in 
the prediction of the Government needs of that invention; could they 
not 


Mr, Burns. (did not hear the first of your question. 
Mr. Cuenowern. I say the second firm who has not been perhaps 
& quick as the first one could still enjoy the Government contracts? 
r. Burns. Absolutely. And it may underbid and it may get all 
ofthe business from the Government. 
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Mr. Cuenowetu. That is for the Government use? 

Mr. Burns. Yes, sir. 

Mr. Cuenowetu. I am interested in knowing just a little mor 
about wa study committee, Mr. Burns. Who appointed this com. 
mittee 

Mr. Burns. The chairman of the National Council of Patent Lay 
Associations. In fact, it came into being at a change of tenure go 
that there were two. One of them was Mr. Willard Hayes of ong 
of the outstanding Washington firms; another was James P. Hume, 
of one of the outstanding firms in Chicago, and it is not yet finally 
constituted or completely closed. We are drawing from industry, 
we are drawing from Government, and we are drawing from the 
profession. 

Now, the reason I adverted to the fact that it was —— this same 
kind of mechanism that the 1952 patent act was codified and the 
design law has been worked over is to, I hope, indicate to this com- 
mittee that this is not an idle, self-adoration society. This is a work. 
ing organization motivated just as you Congressmen are, in getting 
long-range legislation; that is, that will help us preserve our Amer. 
ican way of life and the guarantees of our Constitution in this tre. 
mendously important area. And it has become so important because 
of our tax structure that brings about the underwriting of the major 
portion of our research by our Government. . 

Mr. Cuenowetu. Tell us something about the National Council of 
Patent Law Associations, its background, history. 

Mr. Burns. Yes, sir. Years ago—of course we are a minority 

up. There are 27 autonomous patent law groups in the United 
tates. In order to bring about some coordination of effort, some 
unification of plan, and to speak with a little more authority, and we 
hope respect, this council was formed many, many years ago, T should 
say, nearly 30 years ago, as a mechanism to disseminate to all of the 
autonomous groups information—particularly information respecting 
legislation, and to work cooperatively and hopefully in some unanim- 
ity of effort, rather than completely autonomously. 1 

Mr. Cuenoweru. Could you compare your organization to the 
American Bar Association ? 

Mr. Burns. Oh, no. We still have one little problem, one little 
thing. The Patent Office registers some qualified nonlawyers to prose- 
cute applications before the Patent Office. They are known as agents, 
Some of these local associations who are affiliates of the council have 
members who are not members of the bar and, therefore, we cannot 
have a 100 percent membership of members of those associations in 
the American Bar Association. 

However, I think it is safe to say that 75 percent of the membership 
of the groups, constituting or subscribing to this council are members 
of the American Bar Association. Actually the patent section of the 
American Bar Association is one of the units of the council. 

Mr. —_ You have been active in the American Bar Asso 
ciation 

Mr. Burns. I have been in the house of delegates. 

Mr. Cuenowetu. And other members of your group have ? 

Mr. Burns. Yes, sir. 
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Mr. CuenowetH. You really determine the patent policy, then, of 
the American Bar Association; you have the practical knowledge 
which the other lawyers of course would not have. ; 

Mr. Burns. I think, practically speaking, you are correct. It isa 

ighly technical field. When our section comes before the house of 
delegates with specific recommendations well documented, not always 
does the house agree with us, just as I expect some of your committee 
have difficulty when you bring your proposals before the House of 
Representatives, but I think our section enjoys respect in the house 
of delegates ; yes, sir. 

Mr. Cuenowetu. Mr. Burns, you have no hesitation, then, in recom- 
mending to this committee the repeal of section 305 of the Space Act 
and the adoption of the patent policies now followed by the Depart- 
ment of Defense, so far as ownership of patents is concerned ? 

Mr. Burns. Let me qualify that in this way: I would not subscribe 
tothat as an ultimate, long-term basis of dealing with the problem. 
But I certainly subscribe to the proposition that we should not in one 

ent of Government actively go out in left field and write a bill 
that requires the Government to take title, while in the other fields 
we permit flexibility on the part of the Government to contract with 
people best qualified to do the job. 

ow, when our committee is finished with its study, I am not at all 
sure that we would subscribe to the present practices of DOD—De- 
partment of Defense. 

Mr. Cuenowetu. I see. 

Mr. Burns. But it is a long step in the right direction from where 
we are under section 305 of the Space Act. 

Mr. Cuenowretu. Do you feel that there may be some hesitation on 
the part of the contractors then to do business with NASA on account 
of this provision, has that been your observation ? 

Mr. Burns. I know that as a fact. 

Mr. Cuenowernu. Your clients have been reluctant to engage in 
that type of research ? 

Mr. Burns. Yes, sir; and you will hear testimony to that effect here. 

Mr. Cuenowetu. Thank you very much, Mr. Burns. You have been 


very helpful. | 

Mr. ees Mr. Burns, please be seated. I think other members 

of the committee are most interested in asking questions. 
_Mr. Burns. I beg your pardon. 
_Mr. Mrronetn. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Mr. Daddario? 

Mr. Dapparto. Why is it, Mr. Burns, at this time that you make 
the specific recommendation that the patent provisions of NASA 
should be rewritten to conform to those of the National Science 
Foundation ? | 

Mr. Burns. Because as now written, the Congress has preempted 
ownership of all patents that fall within the ambit of the tremendously 
broad definitions of the Space Act, There is no flexibility on the part 
of that agency to contract with respect to any phase of its activity, to 
leave the ownership in non-Government rights—bear in mind that all 
of this presupposes the Government will have complete freedom of 
action in every area of its interest, and this is the thing that goes way 


ore 
m- 
AW 

$0 
one 
m 
| 
| 
me 
2 | 
ing 
se 
jor 

of 

ri 

tel 
yme 
Wwe 
uld 
the 
ing 
im- 
the 
ttle 
ose- 
nts. 
ave 
not 

3 in 
the 


230 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


beyond; and as I said in this statement, Mr. Congressman, when you 
preempt to Government ownership the technological advance in such 
a wide field as is defined in this Space Act, you are moving fast toward 
a totalitarian setup. It has once been said that if I can write the so 
for a country, I do not care who writes its laws. If you let me contro] 
the technological advance of a people for a generation, I will show you 
a despotism the like of which has never existed. 

Mr. Dappario. Well, Mr. Burns, I understand that is your position 
and yet it causes me concern that with the wide area of experience that 


there has been in this field, in negotiation with the Government, that 


your specific recommendation would be to conform to that of an 
organization which has had limited experience, as I understand it, in 
this patent field, that after being in the business for a short while 
they have had 15 patent applications and no patents granted. So, 
this being the case, and with so much experience to draw from, why 
would you go to a recommendation which has had really no conclusive 
results? 


Mr. Burns. Now say that last, a recommendation that has had | 


what? 

Mr. Dappario. Why would you go to a recommendation to amend 
a statute which is now in existence to that which has not resulted in 
an itive conclusive results in the field of patent applications? 

Mr. Burns. Yes, and I would not be surprised but what that will 
be a somewhat continuing experience under NASA because there is 
not much purpose in making inventions if you are not going to have 
any rights to them. There is not much incentive to make inventions 
and ee them in the hands of this agency if you have no interest 
whatever in them beyond turning them over to a foster-parent. 

Mr. Dapparto. May I interrupt. I do not think you quite under- 
stand me. You are making a recommendation that we conform to 
National Science Foundation regulations insofar as patents are con- 
cerned. My question to you is that if that is your recommendation, 
I would like to know why, because of the fact that the National Science 
Foundation situation has developed to the point where it has only 
had 15 patent applications and no patents have been granted? §o 
this does not seem to conform to your idea that it would stimulate 
patent. activity. 

Mr. Burns. Well, of course, I do not believe the area of activity of 
the National Science Foundation is comparable in scope with the 
definitions of this Space Act. And I think very definitely that you 
need flexibility in dealing with potential sources of development. 

Mr. Dappario. Well, if that is so, why should we pattern a recom- 
mendation after the National Science Foundation ? 

Mr. Burns. Because it inherently provides the Administrator with 
the flexibility necessary. I am not going to put it predicated on the 
experience of National Science Foundation, but predicated on the 

roposition that under that pany, you do have some flexibility and 
it is an existing setup, just the same as your section 305 of this Space 


Act is an existing setup and it has had a longer period, as has also 
your Department of Defense. 

Mr. Dapparto. Well, if we are to follow that, and you say it has 
elasticity, it also has within it the capacity to put into the hands of an 
administrator who might observe the act in the most stringent form 
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to accomplish the end result of vesting title within the Government, 
and this is what ze oppose, and yet that is also written within the 
National Science Foundation provisions, and I wonder, too, since this 
is the case, why, despite the fact there has been no experience result- 
ing from it, that you would also make that recommendation to put 
within it this provision which you so strongly oppose ? 

Mr. Burns. That is why I answered Congressman Chenoweth as I 
did, that on a long-range base, when our study has been completed 
and we are able to come before you with factual evidence, I believe 
we will be able to show you that you should go further, you see, our 
present suggestion to this committee is not an ultimate or final pro- 

1. Itis: Let’s keep the thing reasonably in line until such time as 
we have our facts and are in a position to formulate a basic policy. 

Now, I am quite aware that it is a very dangerous thing to place— 
pardon the expression—in a bureaucrat a discretion of such scope that 
the operation under it can be tyrannical. I agreed with that, but we 
have had some experience with National Science Foundation and 
DOD, we have lived with them, and I don’t think we should move over- 
hastily in this Space Act, terribly overhastily. I think we should 
bring it at least back to the line to which we had moved in the other 
areas of Government research, until such time as we are adequately 
fortified in the formulation of a basic government policy. You see, 
this whole thing—we have only had since 1950 the history of Govern- 
ment taking title to patents, and that is a comparatively short. pects 
We live in an age oles change is the order of the day. And I think 
we make lots of changes prematurely and too hurriedly. And when we 
make one as drastic as was made hy the enactment of section 305 of 
the Space Act, I think the least we can do is to bring it back into line 
with the rest of the squad. And that is not a final or ultimate pro- 
posal by me. : 

Of course, I am speaking here at large, more in an individual ca- 

ity than I am for this committee, because the committee has not 
it able to carry forward its studies to the point of laying before 
you factual evidence, but we hope we will be able to. I know we will. 

Mr. Dapparto. Well, just. to follow the remarks that you made in 
your statement through to their logical conclusions, Mr. Burns, and 
within that statement you submit certain theories that I subscribe to, 
I think they are extremely important, notwithstanding the fact that 
they are not at the moment backed by any particular statistics, but 
because of the fact that you back up your statement so strongly with 
past experience and you bring out that there have been certain good 
conclusions resulting therefrom, I wonder why your recommendation 
isnot that at this time we delete section 305 and allow this whole space 
business to be conducted in the same manner and under the same rules 
and regulations as now are practiced by the Department of Defense? 
And I particularly wonder this because of the fact that we have had 
astatement here by the NASA representative that 99 percent of their 
business is done with the Department of Defense. 

That being the case, and the history being what it is, why would 
that not be your recommendation as an interim step between now and 


the time your committee can make a definite and permanent recom- 
mendation ? 
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Mr. Burns. Well, it is my view, sir, that the policies of the Depart- 
ment of Defense are within the ambit of the scope of the National] 
Science Foundation Act. Now, let me be just as frank with you ag 

uare with me. I would be glad to see section 305 repealed outright, 

think that in the long-range, best interests of our Nation it should be, 
But half a loaf is better than no bread. 

I likewise think that there should be further restrictions placed, or 
further liberality with respect to patent rights in the area of the 
Atomic Energy Commission, across the board. But the Congress went 
so far in enacting section 305 as to say that all inventions in this 
field will vest in the Government, that I felt it would probably be 
presumptive on my part to come here in the next session of the Con- 
gress and ask them to completely reverse themselves and repeal the 
entire patent provision of the Space Act. I thought strategically it 
was wiser to try to bring the overall picture into harmony so that they 
would be more or less corelevant; that when, as you point out, a lot 
of the area of NASA is with the Department of Defense, the Depart- 
ment of Defense has one set of rules, NASA can’t conform to them. 
Let’s at least bring the situation to a point where NASA has the same 
degree of flexibility as Department of Defense, and I think we may 
have been overemphasizing the National Science Foundation. The 
reason for reference to that is that it is my understanding it is of 
eA broad scope to permit of the practices of Department of 

ense. 

Mr. Dappartio. Well, then, what your recommendation boils down 
to at the moment really is, that although you would rather delete this 
altogether, you believe this might be a more palatable step to take at 
this time? 

Mr. Burns. I think we are in a tragic race in this space field. I 
think our Nation needs to have available to it the highest qualified 
se that it can bring to serve it. I think that contracts with the 

pace Agency will be much more attractive to the qualified ar“ if 


we modify—I would like to say repeal, but for a temporary expedient 


I will be glad to see us come back in line with the practices of the 


Department of Defense. ' 

Mr. Dapparto. Thank you, Mr. Burns. 

That is all, Mr. Chairman. 

Mr. Mirenetx. Mr. King? 

Mr. Krne. Mr. Burns, I have been very impressed with your ad- 
vocacy this morning, but there are one or two aspects of your argu- 
ment that I should like to pursue, if I may. One of the keystones of 
your argument, as I understand it, is that without the monopoly fea- 
ture which a patent gives to an inventor, without that feature, there is 
not the necessary incentive to exploit, to develop, to invest in that 

articular invention, to the end that it might be fully commercially 

eveloped. In other words, as I understand your argument, where 
the patent becomes available to everybody on a license basis, then it 
ceases, for all practical purposes, to have value; it remains dormant, 
nobody wants to invest in it if he is not assured a monopoly situation. 
That is, as I understand it, the argument you develop. 

In my private practice—and I am not a patent attorney—I have 
brushed up against it on two or three occasions, but I am meng 
amateur in this field—but in my practice my observation has 
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a little bit to the contrary. It seems to me that I recall many, many 
cases in which an invention was covered by a patent, and as soon as 
the 17-year limitation had expired it seemed to me there were literall 
hundreds of companies that were sitting on the sidelines like a blood- 
hound drooling at the mouth waiting, ready to sink their fangs into 
this particular invention, and as soon as the 17-year period was up, 
they jumped in and ran off with it, so that the patentee found it neces- 

to bestir himself and move very quickly in order to get the maxi- 
mum advantage of his 17-year period of monopoly, so that the instant 
that 17 years was up he would know that whatever advantage he had 
theretofore enjoyed he no longer had. 

I think in the history of the automobile, I suppose, there have been 
tens of thousands of patents having to do with the basic automobile 
motor and improvements and variations on basic themes. As I un- 
derstand the pattern, as soon as one company comes out with a par- 
ticular patented improvement on a basic concept, it enjoys its 17-year 
monopoly, and as soon as that 17 years are up, every other automobile 
manufacturer is just waiting on the sidelines to jump in and grab 
it, and inside a period of 2 or 3 years every automobile on the market 
enjoys the same advantage. 

ow, would you care to discuss that a little bit ? 

Mr. Burns. Congressman King, I thank you for posing this situa- 
tion, because it permits me to feed back to your committee something 
that was fed back tome. I would like to see the evidence that supports 
the position that vast hordes of industry stand by awaiting the ex- 
piration of the patent. Actually, how many devices are on a 1960 
model car that were on a 1917 or 1947 or 1945 model car? Actually— 
and this is based on hard, factual experience—the invention dies for 
obsolescence before the patent expires in 95 percent of the cases. Be- 
cause it has stimulated competitors to invent even better devices. 

Mr. Kine. Well, isn’t that simply because a better invention has 
come along to take its place, rather than the fact that no monopoly sit- 
uation exists ¢ 

Mr. Burns. And the better invention came along in large measure 
by the stimulation to avoid the necessity of paying royalty under the 
outstanding patent. That is one of the great stimulations of the 
patent system, that gives rise to bringing forth new creations for the 
public to enjoy, very definitely, sir. 

Mr. Kine. Are you questioning, then, the assertion that companies 
do stand ready to take advantage of a patent as soon as the 17-year 
limitation has expired ¢ 

Mr. Burns. In my 30 years of experience, I could count the instances 
on the fingers of one hand where I have had knowledge of such occur- 
rences. 

Mr. Kine. Mr. Burns, is it not true that many of these patents in- 
volve very basic concepts upon which there are further elaborations 
and developments? These patents, themselves, constitute background, 
so to speak, for further patents that will issue in the future. And is 
it not true that when a basic idea is patented that it is most advanta- 

us for those other than the patentee, the outsiders, to get their 

nds on this as soon as they possibly can, to the end that they might 
use that as a springboard into which they can launch out in their own 
development on this basic idea and develop their own line of subsidiary 
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patents? TI am not using that in a technical sense, but patents built 
up on patents. 

Mr. Burns. Well, of course, every time a man builds a better mouse. 
trap the world beats a path to his door. If a competitor comes up 
with an improvement that is economically advantageous, the owner 
of the dominating generic patent is only too glad to get the benefit of 
that more economic improvement and to arrange to take a license to 
gain the economic advantage of employing the improvement, and jp 
case after case this works out to a mutual arrangement and licensi 
arrangement where the contributor of the improvement, the more eco- 
nomic advantageous advance, is privileged to use the invention of the 
base position in exchange for permitting the owner of the base position 
to enjoy the benefit of that more economic improvement. 

Mr. Kine. Mr. Burns, you are standing firm on your proposition 
that there is no evidence to show that, generally speaking, once a 
patented idea becomes public domain, that that idea immediately be- 
comes the subject of great demand on the part of competitors, and 
that the idea is taken over by many others, and that they start to 
— it and develop it in their own way ? 

r. Burns. I have seen no evidence convincing me of the truth of 
that statement. 

Mr. Kine. Fine. May I move on to another subject very quickly! 
I have in my hand this report, “The Impact of the Patent System 
on Research, Study of the Subcommittee on Patents, Trademarks, 
and Copyrights, of the Committee on the Judiciary, U.S. Senate,” 
dated 1958. 

Mr. Burns. Which one of the monographs is it? 

Mr. Kine. This is the one in which Professor Melman—— 

Mr. Burns. I would suspect that that would be probably the one 
that you would have, sir. [Laughter. ] 

Mr. Kine. I suppose there is a lot of meaning behind the chuckles 
which I hear. I am so new at this that I don’t even know the mean- 
ing behind the chuckles. [Laughter. | 

suppose there is a long and interesting history behind this. I 
scanned this last night, I can’t even claim to have read it carefully, 
I scanned it, reading a few passages here and there, and then care- 
fully reading the summary. As I understand the purport of what 
Professor Melman is saying, it is that there have been vast changes 
that have come about in the techniques and procedures of inventing 
over the last few years, that now most of our significant inventions 
are the results of great teams, teams of hundreds, perhaps thousands 
of men, and those teams, in turn, are made up of many specialists 
in different categories or fields of human learning, and that they come 
together and pool their efforts and they add their constructive bit or 
their inventive genius to a great wealth of information that has gone 
before, and out of all of that suddenly emerges a great new idea or 
concept. And he says that under modern conditions it becomes ex- 
tremely difficult to determine who is an inventor and what is an inven- 
tion, and a lot of other basic concepts. And he suggests that our 
whole patent—the whole concept of our patent law requires some 
very basic reexamination. 

He also suggests then in this pamphlet, if I interpret it correctly, 
that the patent system has not been the great incentive that one might 
otherwise assume. 
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He points out, for example, that many of the great discoveries are 
the results of the efforts of eleemosynary corporations, nonprofit in- 
stitutions of one sort or another, that are engaged in research for the 
sheer love of learning, and pushing back the horizons of information, 
and that in many cases they elected not to take patents because they 
had no particular in-house patent policy that made the priyerieg oo 
a patent of any value to them. He points out that is an established 
fact. He just raised a great big question about many of the basic 
concepts of our patent law. I know you are not prepared to discuss 
this morning, but maybe I could presume on you to express yourself, 
if you have an opinion on this, and if you agree that Mr. Melman has 
some sound conclusions, then would those conclusions in any way affect 
the conclusions that you have expressed this pote od and should they 
influence us in our ap roach to the yeep that is before us? 

Mr. Burns. I don’t believe you will find evidentiary support for Dr. 
Melman’s position. He cites a couple of companies and then moves on 


to postulations upon postulations and presumption on presumption to 


conclusions. ‘There is no factual support for the broad assumptions 
that are made in that document. 

Frankly, this kind of thing, the voicing of this kind of left-wing 
sentiment is why we need the fruitful efforts of a long-range, diligent, 
objective study. And I would certainly decry a circumstance in which 
the Congress overemphasizes an academic approach to a problem as 
fundamental as this one in the face of what I think you will have in 
the form of factual evidence before your session closes. 

Mr. Cuenowetu. Will my colleague yield ? 

Mr. Kine. Yes. 

Mr. Cuenowern. What does the professor recommend as to Gov- 
ernment ownership of patents ¢ 

Mr. Kine. I am not in a position to say. I don’t know that the 
pamphlet even goes into that aspect of it. It is rather narrow in its 

orted coverage. It doesn’t enter into that. 
r, Burns. I think the tenor is statism, if you will permit me that 
broad statement. 

Mr. Kine. I would like to say for the record that my predicating 
questions on the basis of this is not in any way to be construed as indi- 
cating my particular point of view. Iam trying to explore every pos- 
sible approach to this problem to make certain that the committee has 
ange of all wisdom, because this is a very large and perplexing 

em. 
. Ithink that is all, Mr. Chairman. 

Mr. Mircuetn. Mr. Yeager ? 

Mr. Yeager. No questions. 

Mr. Burns. Representative King, it has been a delight to answer 
your questions. It was my privilege to attend engineering school at 

ontana State College in Boseman and to know your distinguished 
father. I can well appreciate that you will look into this matter with 
great thoroughness. 

Mr. Kine. I appreciate you mentioning that. 

Mr. Burns. As I started to say—are there any more questions? If 
Ihave seemed a little zealous in my presentation, a man, particularly 
mé who operates under the name of James Patrick, doesn’t spend 
nearly 40 years of his adult life in a field such as this without looking 
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askance at moves which have as their affect the eae removal of all 
somaya in vast areas of the most likely fields of technological advaneg 

rom the free enterprise system and the operation of the patent sys. 
tem. 

T thank you very much. 

Mr. Mrrcenett. Thank you very much, Mr. Burns, we appreciate 
your testimony. 

Mr. Daddario? 

Mr. Dapparro. Mr. Shelton ? 

Mr. SHetron. Yes, sir. 

Mr. Dappario. Mr. Chairman, I am very happy to introduce Mr, 
Charles Shelton, of Connecticut, to the committee as a witness her 
this morning. Mr. Shelton is the patent counsel for the United Air. 
craft Corp., which is situated in East Hartford, in my district. Hes 
here representing the Aerospace Industries Association. | 

He is a man with long experience in the field of patents and he rep. 


resents one of the companies that represent the American dream, soto , 


—, because it is a company formed in 1923, I think, started in an 
old tobacco shed in Connecticut and has grown up to the point where 
it is Connecticut’s largest single employer, having something in the 
order of 35,000 employees. 

I think that Mr. Shelton, therefore, comes from the proper type of 
background to give us the benefit of his experience from an industry 
which has grown in this proportion in this country and which repre. 
sents the American way of life and which has had its struggle, its com- 
petitive problems over the course of years and has managed to not 
ca' aevir but to grow and to work its way to the top in its particu- 

ar field. 

I am very happy to have Mr. Shelton here before this subcommit- 
tee this morning. 

Mr. Suetton. Thank you very much, Mr. Daddario. 

Mr. Mirenert. Thank you very much, Mr. Daddario. The sub- 
committee, of course, appreciates your appearance, Mr. Shelton, and 
also the introduction by your Congressman. 

Mr. SHetton. Thank you, sir. 

Mr. Mrroneti. Now, before we proceed with your statement, Mr. 
Charles W. Leinbach, Jr.; is he here? 

Mr. Lernnacu. Yes, sir. 

Mr. MircHe.u. We are running short of time for the witnesses this 


morning, and Mr. Leinbach, if you would also come to the witnes | 


table at this time we would appreciate it. Then if there is no objection, 

the testimony of Mr. Shelton and then that of Mr. Leinbach, befor 

any questions, unless there is some question that you would like to ask 

during this statement, and possibly we can expedite this somewhat. 
Mr. Letnpacu. Thank you very much. 
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STATEMENT OF CHARLES L. SHELTON, DIRECTOR OF THE PATENT 
SECTION OF UNITED AIRCRAFT CORP., ON BEHALF OF AERO- 
SPACE INDUSTRIES ASSOCIATION ; ACCOMPANIED BY WILLIAM R. 
LANE, PATENT COUNSEL, NORTH AMERICAN AVIATION, INC., 
AND WILLIAM ROBERTSON, PATENT ADMINISTRATOR, CHANCE 
VOUGHT AIRCRAFT, INC. 


Mr. Suetton. At this time I would like to introduce Mr. William R. 
Lane, on my left, of North American Aviation, and Mr. William 
Robertson, of Chance Vought Aircraft. They are also representatives 
of Aerospace Industries, and they are my backstops for this morning. 

Our association represents a large number of aircraft, missile, space 
yehicle, and accessory manufacturers and their ny many of 
whom have been largely instrumental in advancing the aeronautical 
art from its infancy to its present state of development. We have 
noted that the Space Act, by definition, covers not only the field of 
outer space but also the aeronautical field in which we have been 
active for so many years. 

The patent provisions of the act likewise are far reaching and radi- 
cally different from any provisions previously used in Government 
contracts in the aeronautical or et fields. Our association believes 
that these patent provisions do not serve the best interests of the U.S. 
Government, the public, or the many companies, both large and small, 
who could contribute to our national space effort either as prime con- 
tractors or subcontractors. Our reasons follow : 

We are told that Russia is several years ahead of us in the conquest 
of space and in space technology generally. There can, therefore, be 
no doubt that the main objective of NASA is to promote the progress 
of the art of space technology as rapidly and efficiently as possible. 
In order to accomplish this objective it must have the freedom to 
enter into research and development contracts on terms reasonably 
calculated to attract the most progressive, well-equipped, and forward- 
looking companies in industry while reserving to the Government 
the rights it needs. For all practical purpose, section 305 of the Space 
Act denies NASA this freedom. 

Our founding forefathers recognized that certain incentives must 
be offered to inventors to best induce them to create new things in the 
interest of progress so they wrote the following as part of article I, 
section 8, of the U.S. Constitution: 

The Congress shall have the power * * * to promote the progress of * * * 
useful arts by securing for limited times to * * * inventors the exclusive right 
to their * * * discoveries. 

This is the constitutional basis for the patent system which has been 
a major factor in the attainment by the United States of the highest 
standard of living in the world. To quote Abraham Lincoln: 

The patent system added the fuel of interest to the fire of genius. 


Attention is also invited to the following statement in the first report 


of the National Planning Commission appointed by the President in 


The strongest industrial nations have the most effective patent system, and, 
after a careful study, the Commission has reached the conclusion that the 


American system is the best in the world. 
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Section 305 of the Space Act prevents NASA from offering to its 
contractors the incentives of the ee system and thus ignores the 
teaching of article I, section 8, of the U.S. Constitution and the les. 
sons learned from the highly successful results achieved by the patent 
system since its inception. 

Let me interpolate here that the purpose of the patent system js 
to stimulate invention. We talk a lot about production. When you 
have production, your invention has been made. But the primary 
purpose of the patent system in order to promote the progress of 
the useful arts is to give incentive to make inventions, not to produce 
them. The exclusive right to produce is the reward offered to the in- 
ventor for the making of the inventions. This is why I say that 
section 305 prevents NASA from offering its inventors the incentives 
of the patent system because they cannot assure them by contract these 
exclusive rights. 

Subsection 305(a) states in effect that inventions made in the per- 
formance of NASA contracts shall be the exclusive property of the 
United States. Although subsection 305(f) grants broad powers to 
the Administrator to waive some of the rights of the United States 
with respect to such inventions, the NASA report on the recent re- 
vision of the waiver regulations promulgated pursuant to this sub- 
section states the conclusion— 
that both as a matter of policy and in keeping with the spirit of subsection 
305(f) of the act, the Administrator should not waive rights in inventions ip 
advance of knowing the nature of each invention. 

In other words, the invention must already have been conceived and 
reviewed by the Administrator before he will decide whether or not 
he will waive any part of the rights of the United States to that in- 
vention. Therefore, no contractor to NASA can ever enter into a 
contract with NASA secure in the knowledge that he will ever have 
the right to use his own inventions except to the extent that the Gov- 
ernment gives him a contract to do so—that is, manufacture for 
the Government. The fact that NASA will not, as part of a re 
search and development contract, assure to a contractor the right 
to use his own inventions is convincing evidence that there is un- 
certainty that the right will be granted, notwithstanding the policy 
set forth in the waiver regulations. 

Now the chief function of the patent system is to give to inventors, 
as the incentive to create inventions, the assurance of exclusive rights 
in those inventions. Through the patent system inventors know 
before they start to work that they will have exclusive rights 
to whatever they invent. On the other hand, NASA says, in affect, 
says to its contractors: “Go ahead and make your inventions and then 
we will tell you what rights we will give you to use them, if we de- 
cide to give you any rights at all. We have told you through our 
waiver regulations what our policy is as to granting waivers but the 
Space Act will not permit us to guarantee to you that we will stick 
to this policy so we will not make it a matter of right as part of the 
contract before you commence work.” 

This approach obviously completely removes any incentive which 
the patent system might otherwise offer to a contractor to make in- 
ventions. In place of the incentives of the patent system, the con- 
tractor is confronted with rights which the Administrator may un- 
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Jaterally elect to grant him, but only after the contractor has made out 

4 case for waiver for each individual invention and presented it to 

the Administrator for review and decision. Even this is not the end 

of it since the waiver may be voided unilaterally by the Administrator 

if he decides that certain conditions have not been met by the con- 
tor. 

We submit that the uncertainty and the inevitably cumbersome pro- 
cedures of acquiring voidable waivers for each invention is not cal- 
culated to inspire the complete cooperation and wholehearted effort 
which NASA should be entitled to expect from its pi atari con- 
tractors, and particularly the smaller contractors and subcontractors 
who have always been more dependent upon their patents for their 
competitive position in industry than have the larger companies. 

Here is a point that came up for discussion earlier this morning. 
let us make it clear right here that when we speak of leaving the 
incentives of the patent system to NASA contractors, we mean only 
insofar as they affect the commercialization of the inventions for the 
benefit of the Government—that is, nonprofit business. Our industry 
has long since agreed to grant to the Government “an irrevocable, non- 
exclusive, nontransferable, and royalty-free license to practice, and 
cause to be practiced by or for the U.S. Government, throughout the 
world” inventions which are conceived or first actually reduced to prac- 
tice in the performance of research and development work under Gov- 
ernment contracts. 

We think it proper that our industry should grant NASA the same 
rights, but we strenuously object to the Government taking title to 

tents for such inventions. Taking title to the patents would not en- 
on in any way the right of the Government to use the inventions 
throughout the world for governmental purposes. Taking title by the 
Government will, however, deprive the contractor of the exclusive 
commercial rights to his inventions, and this will have two bad ef- 
fects. First, it will discourage contractors who have undertaken im- 

rtant related developments of their own from contracting with 
VASA, since it may result in a part of their overall program being 
owned by the Government and not available to them for use. If I 
might just explain that. 

If a contractor is undertaking a general development program, and 
asa part of that program or as a related effort in connection with that 
program, he takes a contract with NASA, the inventions made under 
that NASA contract become the ownership of the Government. 

Now, he may or may not have a right to use those in his program. 
So here he is with a continuous development effort with a little hole 
cut right out of the middle which he cannot use without Government 
permission. 

If such companies do contract with NASA, they will certainly not 
be encouraged to devote their most productive personnel to enter into 
awholehearted all-out effort to produce inventions, since the more im- 
portant the invention seihiand in the performance of the contract, 


the more that company may later be hampered through its inability 
touse that invention as part of its commercial enterprises. That is 
one bad effect, 

Second, we think that past experience has proved beyond doubt, 
and it is only logical to believe, that the company that makes the in- 
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vention in the first _— is probably the best one qualified to explo 
it commercially and, indeed, is the one most likely to do so. If, fy 
some reason such a company does not desire, itself, to exploit the ip. 
vention commercially, I know of no instance where a license to ap. 
other company to do so has been refused along with the all-importay 
technical assistance which such a licensee would probably desin. 
Technical assistance is very likely one thing which the Governmey 
would be unable to give if it were to grant a manufacturing liceng 
under a patent. 

There is serious doubt as to whether the Government can promo 
the commercial use of any patent which it owns. An important aspeg 
of the rae grant is its exclusivity and the right to sue infringe 
It is often necessary to grant exclusive licenses to induce the invyegt. 
ment of capital in the marketing of new products. So far as we knoy 
the Government has not granted exclusive licenses nor has it sued jp. 
fringers. It either has dedicated the patents it owns to the public g 
has merely granted nonexclusive licenses under it. Serious implic. 
tions would result from any suit filed by the Government to prevent 
one of its citizens from using an invention owned by the Government, 
There are sound reasons for the belief that, while te Government, a 
a part of the contract. between itself and the patent owner, can grant 
the patent owner the right to exclude others from using the inventions 
for a limited time, nevertheless the Government cannot, for reasons 
inherent in the democratic nature of the Government, exercise the 
right to exclude others from using inventions. 

Any attempt on the part of the Government to sue infringers or tp 
grant exclusive licenses and protect such grants could result in litiga. 
tion on this point. In the absence of the Government protecting its 
licensees, the patent becomes a mere publication, available for use by 
anyone. Risk capital may not be available under these circumstance 
to promote its use. 

ll things considered we think it is definitely in the best interests 
of the Government, the public, and those contracting with NASA to 
leave exclusive commercial rights with the contractor or the sub- 
contractor making the inventions and to so provide by contract as 
the Department of Defense does. It is difficult to see how the Gover. 
ment could profit at all from taking title. Any effort it might make to 
exploit Government-owned patents would be almost surely doomed to 
failure before it started and we doubt that the Government would ever 
get back the money it would expend on such a program. The exper 
ence of the alien property custodian was mentioned this morning. 

Furthermore, we believe that Government ownership of patents 
would result in companies failing to use nearly all of such inventions 
which would otherwise have a good opportunity of being commercial- 
ized by the contractor, or under his license, for the benefit of the public 
and for raising the standard of living. 

In arguing for Government ownership of contractor-originated pat- 
ents, much use is made of an alleged analogy between the situation of 
the Government vis-a-vis its contractors and the relationship between 
employers and their technical employees. It is argued that industry 
does not hesitate to obligate its employees by contract to assign. 
inventions to the employer and, by the same token, should not object 
to the inclusion of similar title-requiring provisions in its contracts 
with the Government. 
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This argument completely overlooks the fact that a manufacturing 
company is in the business of manufacturing and selling goods for 
t. However, it must always develop new and improved products 
hich it can sell to its customers, both Government and non-Govern- 
ment. If it did not do this it would soon be out of business. To ac- 
cmplish this it must perform expensive research and development 
york. It is Government practice to give such manufacturing com- 
ies financial assistance in the form of contracts to perform such 
research and development work on Government items although it very 
frequently happens that the payments received from the Government 
no means cover the entire cost of the whole development. Never- 
theless this is good business for the company because of the probability 
of future sales. However, if the Government took title to the com- 
ny’s patents and thus deprived it of patent protection for such 
ure sales, the company’s incentive to enter into the project in the 
first place would largely disappear. 

The corporate a ee, on the other hand, is not in the business of 
glling goods but of selling services. He has no capital or facilities 
formanufacturing goods. The result he wants to achieve is not patent 
protection (for he has nothing to protect) but rather a good wage for 
theservices he performs and promotion within the company. 

When considering the relationship of the Government and its con- 
tractors, the true analogy is not that of the employer-employee rela- 
tionship but rather that of the contractor and the subcontractor. In 
the latter relationship the contractor does not normally require patent 
tights from its subcontractor or supplier. 

Now, by this I mean this, when a company—just take my own com- 
pany, United Aircraft, if we subcontract some research and develop- 
ment work to develop some item which we need for a product which 
we sell, if that work is Proce with a manufacturing subcontractor— 
just pick a name out of a hat; I always use this one, Bendix. Sup- 
pose we wanted an improved carburetor for Bendix. We are asking 
them to do work in their field. We do not ask them for patent rights 
for ourselves. I am talking about non-Government business. We do 
not ask for a license because we think that if we were it would cost us 
two or three times as much for that work to be done. If Bendix was 
giving up its rights to the future business, that is. 

Normally a company will take an R. & D. contract perhaps at no 
cost, or at well below cost or maybe just cost in the hopes of acquiring 
future business. The interests of the manufacturer is not profit on 
research and development work, it is keeping the shops busy. 

The revised waiver regulations now tell us that inventions—and I 
quote : 

Primarily adapted for and especially useful in the development and operation 
of vehicles, manned or unmanned, capable of sustained flight without support 
from or dependence upon the atmosphere, or of basic importance in continued 
research toward the solution of problems of sustained flight without support from 
dependence upon the atmosphere— 
arenot generally eligible for waiver. Let us analyze this one. 

_ Ifthe invention is especially useful in space, the Government is go- 
ing to exercise complete control over such uses even without title to 
patents. This will not be a commercial field until the Government 
chooses to make it so regardless of title to patents. Even if this in- 
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vention is especially useful in space it may have commercial applica. 
tions not related tospace. If so, why should the Government suppregg 
such uses which would inure to the benefit of the public when it does 
not need to do so for its own control of the situation ¢ 

No oem even though it does not come under the Space Act, can 
ever block research, development or production for the Government, 
This is because of the Court of Claims Act which says that a patent 
owner’s only remedy is a suit against the Government in the Court of 
Claims for reasonable compensation. No injunction can issue to pre. 
vent manufacture for the edecaibaenits If there is any concern about 
a patent blocking research and development it would have to be com. 
mercial R. & D., not Government. 

I have never heard of a patent ever actually blocking a develop. 
ment but I do know there have been instances where people have 
thought that such was the case. But here—and this again was 
brought out this morning—here is where the patent system performs 
one of its most useful functions. When one company finds that, be- 
cause of a supposedly blocking patent, it cannot follow the teachings 
of another company, necessity being the mother of invention, the first 
company “designs around” the patent and more often than not comes 
with a better and truly competitive product and not just a copy 
of someone else’s product. It would be a pity indeed if the patent sys- 
tem were so emasculated that this very beneficial function was no 
longer carried out. 

But let us suppose that, contrary to all past experience, a truly 
blocking patent was issued to a company. The only way that com- 
pany could prevent competitive commerciai utilization is by an injune- 
tion granted by a court of equity. If it could be shown that it would 
be against public interest to issue the injunction, I am sure it would 
not be issued and a reasonable royalty would be applied instead. fit 
would not be against public interest and otherwise met the require- 
ments, the injunction could and should be issued. 

For the above reasons we see no advantage to anyone in Government 
ownership of patents, regardless of the subject matter. But we do see 
definite reasons why it is against public and Government interest since 
it discourages potential contractors to the Government and would 
most likely result in no commercial use of most, if not all, of such in- 
ventions. 

The matter of allocation of rights in patents emanating from 
Government research and development work paid for with public 
funds has been under consideration for many years. In practically 
all instances where the matter has been thoroughly studied, the 
recommendation has been to leave title to the patents, along with the 
commercial rights, with the developing contractor and to grant the 
Government a nonexclusive, royalty-free license. 

I en reference to some footnotes here which I shall not. bother 
to read. 

One Government agency recommended taking title; however, this 
recommendation has been strongly opposed by others, including 
representatives of other Government. agencies. 

Industry on the one hand and the Army, Navy, Air Force and, more 
recently, the Department of Defense, on the other hand, have worked 
out as a result of over 20 years of hard give-and-take, a set of regula- 
tions on the subject of patent rights. There is no governing statute. 
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These regulations are in section IX of the Armed Services Procure- 
ment Regulation. They are not exactly what the DOD would like 
them to be and industry would certainly change a lot of things if it 
could; but they represent a workable compromise which reasonably 
takes care of the needs of both Government and industry. They pro- 
yide for industry retaining title to any patents it takes out for inven- 
tions made in the performance of work under the contract, but sub- 
ect to a nonexclusive, royalty-free license in the Government. ‘This 
means that the Government, having contributed to the research and 
development performed by the contractor, is free, under the patents 
for inventions made under the contract, to make the developed item 
itself, or to contract the work to anyone else if it does not wish to 
purchase from the contractor. 

The contractor on the other hand, having the protection of the 

tents and having the knowledge and experience gained from per- 
Riatiig the research and development, is in an excellent position to 
develop some of the inventions for commercial application for the 
benefit of the public. This sort of thing is going on every day so 
that it is an established fact that the public benefits material] frown 
money spent for Government research. Thus under the DOD re- 
garch contract, although the patent system offers the contractor no 
incentive for future Government business since the Government ac- 
quires a license to buy from anyone, it does leave the contractor with 
ownership of the patents as an encouragement to invest further funds 
inan effort to adapt the inventions for commercial use. 

Finally, it is our recommendation that NASA be permitted to 
contract with industry on the same basis that the Department of 
Defense does. We do not propose that the ASPR patent provisions 
be made statutory since they are actually flexible and, although the 

rinciple has remained unchanged for some time, they are amended 
in detail from time to time. Although we have not attempted to 
draft specific language, we recommend that a new revised section 
305 be substituted for the present section which revision would give 
the Administration the same right which the Department of Defense: 
has to issue regulations which are reasonably calculated to meet the 
needs of the Government while, at the same time, protecting the public 
interest and the interest of contractors and subcontractors of NASA. 

That is the end of my "A (p statement. 

Mr. Mrroneiy. Thank you very much, Mr. Shelton. Iam sure that 
there are questions that the members will want to ask of you. But we 
will proceed as I announced. 

Mr. Leinbach, do you have a prepared statement ? 

Mr. Lernzacn. No, sir; I have no prepared statement. I have a 
few notes. 

Mr. Mitcueiy. You are corporation counsel for the Garrett com- 
pany of Los Angeles, Calif.; is that right ? 

Mr. Lernnacn. Yes, sir; that is correct. 

Mr. Mrrcuety. Would you tell us the nature of the work of the 
Garrett. company ? 
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STATEMENT OF CHARLES W. LEINBACH, JR., CORPORATIO, 
COUNSEL FOR GARRETT CORP., LOS ANGELES, CALIF. 


Mr, Lernsacn. The Garrett Corp. is in the accessory industry, in 
the accessory business. 

Mr. Quieter. That is not ladies’ dresses and things like that, is it? 

Mr. Lernpacu. Beg your pardon? [Laughter. ] 

Mr. QUIGLEY. Handbege, gloves. 

Mr. Letnpacu. Primarily in the aircraft field. 

For example, we install, let us say, the complete pressurization gs 
tem in quite a number of commercial airplanes. That includes the 
superchargers which compress the air, heat exchangers, temperature 
controls, outlet valves; in other words, it takes the air, puts it in, con. 
trols it, pressurizes it on the ground and in the air, and makes the 
passengers comfortable at all times, we hope. 

Mr. Mrrcuen. I believe you said you are corporation counsel and 
not in the public relations department. 

Mr. Lernreacu. Yes, sir. 

Mr. Quieter. I might comment at this point I was flying ina NASA 
plane last week, and you might be interested to know that the pressure 
system failed. 

Mr. Lernzacn. It failed ? 

Mr. Quieter. Yes. 

Mr. Lernsacn. What plane was that, Mr. Quigley? [Laughter] 

I might add, gentlemen, we have many competitors, so that if you 
experience a failure it is not necessarily the fault of the Garrett Corp. 
We do claim to be one of the foremost in the industry, however. 

What I would like to do in a very brief way, if I may, is try to, ina 
small measure, take the hearings out of the hypothetical level and re- 
duce them to the level of how we look at them from an operating and 
practical standpoint at the Garrett Corp. 

We have about 3,000 engineers. We therefore are constantly in the 
business of improving our products, in making new products. We feel 
we have a very great stake in the space field as it develops. We feel 
that the launching point for this has been the very great experience 
that we have had in the aircraft field up to this date. 

The way we look at it, the objectives of the act are set out in se 
tion 102; it is supposed to promote the expansion of human knowledge 
in space and to improve the usefulness and efficiency of space vehicles, 

As a practical matter, what does NASA do when they start to p 
about complying with these objectives? The first thing they look for 
is, perhaps, a satellite to go around the moon. Perhaps soon they will 
be having a space capsule. In fact, as you know, one is in. process 
right at the present time. Well, as we look at it, NASA now hasa 

roblem on their hands. They not only—let us take the space capsule, 
or example. They have to take the capsule, formulate it; they have 


to see that it is ieee launched, so they go to the people who are | 


experienced in that field, probably in the missile field. They wing 
to the engine manufacturers in order to get this vehicle off the gro 
They will go to the fuel people in order to find the fuel to do the 


job. They will look to the guidance people and endeavor to work out 
with them a guidance mechanism to do the job. 
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They will come, and have done so, to the Garrett Corp. to pressur- 
je this cabin and see that the astronaut has breathable air. I might 
add that this was by subcontract. We have such a contract. It was 
atered into only after competition with other companies who are in 
the same field. But, nevertheless, when the award was finally made 
it was made principally on the experience or on the basis of engineer- 
ing experience; and because it was a new item with practically no 
production envisioned at the moment, it was done by a CPFF con- 
tract—that is “cost plus fixed fee.” What does this mean? It means 
that while our engineers are working on this product, the company is 
compensated for their time. We are then paid a small profit, and by 
the time you take into account all the disallowances which are normally 


_ made in Government contracting and balance that against the profit, 


youare lucky if you just break even. 
Why did we enter into this contract, then? The reason that we 
were desirous of it is because it represents an extension of our type 


_ofwork. We have been pressurizing cabins since 1940, and if there is 


going to be space vehicles flying around, we want to be in that field 
and we consider it a logical extension of our existing activity. 

Therefore, there is very little profit. In fact, I might say there is 
no profit in the present contract. 

erefore, it is apparent that the only value we will get out of 
it is the value of being able to progress in our product line and, as. 
Mr. Shelton has said, possibly utilize these new developments that 
we will work on in connection with future business and to extend 
and enlarge our scope of activity. 

Now we are faced with a problem. When we considered this pro- 
posal, we had to look at it and have our ae determine pretty 
much how they were going to go about doing this job. We looked at it 
this way : If we were going to have to work out something revolution- 
ary to do the job, we felt we could not afford to take the contract 
because we would have to give title of the patents that were evolved 
along the way to the Government. Now, we might get those rights. 
back by waiver, but we might not. To the extent, as Mr. Shelton 
has pointed out, that such an invention is primarily adapated for and 
especially useful in the development and operation of space vehicles, 
recently promulgated regulations of NASA have stated that such an 
invention would not besubject to waiver. All right. 

We would be faced with the situation, then, of having worked 
« a nag and being faced with a block in our progress and in our 

e of work. 

Now, were we to have taken a chance and said “Well, all right, 
a we can get a waiver, we will try that,” then what are we faced 
with? We are faced with the problem that that waiver is voidable 
after 5 eee 5 and 8 years—unless we make a specific show- 

e satisfaction of the Administrator. In other words, we are 


| gong to be building upon a foundation, and we do not know but what 
at the end of that period of time he might not agree with us and 
might say, “Well, you have not done the commercial job the way we 
think you should; we hereby void your right to use this invention.” 
Now, if fulfillment of the contract required our company to make 
asubstantial advance in the state of the art in this field, we would not 
have entered into the contract. But our engineers conscientiously 
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looked at it and said there is one area here in which we are going to 
have to do some development. But we do not really believe that the 


‘development required in this area is going to be such as will prejudice } 


the company in the future if we do not get the rights to utilize that de. 
velopment. Therefore, we entered into the contract and we are now 
working on it. 

I might add, however, that from our viewpoint, what we will do jg 
perform the contract in the manner set forth in the specifications. We 
will conform to and perform the contract. But if our engineers think 
of something which is revolutionary in this field, we would not dare 


incorporate it in that system that we were selling for that application, | 


‘for the very reasons I have just mentioned. Therefore, we consider 
that we may not be doing the ultimate job that could be done. Never. 
theless, we will comply fully with the terms of the contract, of course, 

Now, if this policy prevails in just one company, two companies, it 
would be no deterrent, but from the conversations that I have had 
‘with people—and I have had many, many conversations—this is the 
view that has been adopted by many companies with extensive back- 
grounds in this field. We feel that the provisions of this act actually 
prevent the accomplishment of its purposes. 

Now, we have heard a lot of icsenion here and it has to do, by 
and large, with patents and patent rights. 

From our viewpoint I would like to mention something Mr. Johnson 


said the other day, because I think it is extremely important: What | 


NASA is contracting for is products. They want a missile that will 
go around the moon; they want a capsule that will keep this man 
alive; they want the equipment that will do the job; they want a 
camera to take the pictures better than the Russians. 

What we are talking about—that is, inventions and patent rights— 
are byproducts; they are strictly byproducts. It is not the accom- 
plishment of the major objective. And NASA, and the Government, 
they are getting their money’s worth by the receipt of the product to 
do the job. 

Now, these byproducts, such as patents, have to be handled in some 
way. They could be ignored if we wanted to but that has not been 
done and of course the act of 1958 makes certain provisions. They 


ean be treated in a way which will promote the fulfillment of the | 


objectives of the act, which will allow contractors and business—and 
I think we are still in that economy in which the business and the 


-activities of the business and the health of the business of the companies ° 


is the most important thing in the overall program in this field. We 
can handle them so that it will promote this; or, if they are handled 
in another fashion, it will actually have, we believe, a detrimental 
effect on the accomplishment of the overall! activities. This is the way 
we look at it. 

Incidentally, I was thinking about this problem the other day and it 


occurred to me that there might be a little analogy in the question of | 


tooling. 
When we make a ipneent, we build tooling and we utilize that tool- 


ing to make the end item. However, it is only in the rarest case that 


the purchaser expects to receive the tooling. He is interested in the 
product. Well, that is the situation here. The purchaser wants the 
product that is going to do the job. 
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Now, one of the instrumentalities that the contractor has used to get 
to that point, in some cases, is an invention. In some cases it is merely 


» animprovement of what has gone before, no invention being called for 


the product is delivered and the contract fulfilled. 

Now, because he is ingenious enough to make an advancement which 
rises to the dignity of an invention, all of a sudden this becomes of such 
outstanding and startling importance that the Government must take 
title. It seems to me that this attitude takes it absolutely out of con- 
text of the picture or the true worth of this thing in the overall picture. 

Now, one further point: These patents, or these inventions that are 
made to assist in the production of products, are really unimportant 
to the Government. The Government does not need them. They do 
not need them to utilize the product, and as Mr. Shelton has said, they 
do not need them for any other purpose. 

It is true in research and development contracts with DOD we con- 
sistently give nonexclusive rights. But while the Government does 
not ally need these things, they are invaluable to industry and they 
are invaluable to us in the accessory field, because we do not have very 
many basic patents; as a matter of fact I cannot think of any that are 
so valuable that you might say they are basic, they do cover features 
of design, primarily; sometimes they may even cover processes, but 
it is mostly features of design, the way of doing a job. This then 
makes our company more strong. This allows our company to move 
ahead and gives us for a limited period a shield, you might say, and a 


| basis upon which to invest future funds. 


Now, I do not want to go into the incentives for commercial applica- 
ion; that has been more than adequately dealt with by Mr. Shelton. 
But those are thoughts in the back of our mind, too, in the application 
of this. Mr. Shelton has covered the point, I believe, of a need for 
Government title. I would like to make one remark, if I may. That 
is earering the question of whether the Government should expect to 
receive title. 

I think the emphasis is wrong there. In my opinion the Govern- 
ment should not expect to receive title. In fact, it is actually wrong 
for the Government to take title. The Government, even when it 
sponsors R. & D., has no rightful claim to title to inventions. There 
may be some question whether it even has a right to a license, but 
that is a point which we have accepted. 

The one argument that I have heard used many times with con- 
tracting officers, also mentioned here, is that the Government has 
paid for it. We do not believe the Government has paid for this 
vention. What the Government has paid for is the product. The 
Government, or NASA, has reimbursed us—not always a complete 
reimbursement, I might add, we lose money sometimes—but reim- 
bursed us for the time that our engineers have spent on this activity, 
on this contract, and most of the time a small profit. But what the 
Government has not paid for, and they have gotten the benefit of, is 
the years of experience of all of our engineers that make the produc- 
tion “i this article possible and, in fact, even make this invention 
possible. 

We have had engineers working in this field, in related fields, for 
many, many years. Some of these men were working on—well, on 
other Government contracts. Sometimes they are working on com- 
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mercial work. But nevertheless it is a background of know-how ang 


it is that background that allows us to come up with the product tha 
is needed by NASA. The Government gets the benefit of all that 


backlog of know-how but the Government does not pay for it. We, 
therefore, really believe that it is fallacious to say that the Gover. 
ment has paid for this invention. 

Now [ think that is all I have to say and I thank you gentleme 
very much for hearing me. 

Mr, Mrrcneti. Thank you very much, Mr, Leinbach. 

Mr. Daddario? 


Mr. Dapparto, Mr, you first, for the record, explain ( 


what is Aerospace Industries Association? 
Mr, Suetron, Aerospace Industries Association is an association 
of the industries which are involved in manufacturing and desi 


equipment which will be used in the aerospace field. [0 is an aggog. | 


ation of these companies for the purpose of pooling their experiences 
and knowledge, to assist us all in our cooperation with the Gover. 
ment and with industry and what we can offer to our customers, 

Mr. Dapparro. Your statement this morning is reflective of the 
opinion of this entire group ? 

Mr. SuHetron. Yes, sir. 

Mr. Dapparto. Now, what you have pointed out to us from the 
benefit of your tanec ne when I say your experience, I mean 
the entire group of people who have worked together with you in con- 
ing to the conclusions you have reached—is that which Mr. Leinbach 
has just concluded, ait that is that there is really no reason why title 
should rest in the Government in any case. 

Mr. Sue.ton. Wesee no reason for that. 

Mr. Dappario. And, as I understand it, you would also subscribe 
to the last part of the statement just made that in the final analysis 
the production of the product which an organization such as NASA 
wants is not only made possible as a result, but the invention, itself, 
and that that stems not at the moment when the contract is entered 
into but rather as a result of the long experience which any given com- 
pany has, the putting agree of the people, the investment of capital 
over the course of time, the ups and downs of the business, so that when 
the Government comes to you, the Government is able to put into your 
hands a problem which you can solve, not beginning at that moment, 
but apnea of what experience you have in that field up to this 
point 


Mr. Suetron. This is correct. I believe the Government selects its | 


contractors on the basis of what experience they have, what their pre 
vious developments have been, to what stage their technology has ad- 
vanced, with the thought that they will go to the gp who can 
achieve the best results in the quickest, most efficient, and least ex- 

nsive way. Now this must necessarily be the company with the big 
of experience. 

Mr. Dapparro. Taking all of that into consideration, then, Mr. 
Shelton, and because of the fact that the company naturally has selfish 
reasons for eg, to keep itself together, this hole that you are talk 
ing about that coul 
were to allow yourself to get into this position, it coul 
entire financial structure into jeopardy ; couldn’t it ? 
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Mr, Suenron. It could. It could affect our entire commercial pro- 
gram, our commercial efforts, that is correct. 


“Mr. Dapparto. And it is to protect your private risk capital or in- 


yestment capital, however you want to put it, and to carry out your 


dhligations to your stockholders that this problem assumes the im- 


portance which it does to you? 


meh | “Yr. SHELTON. Yes, sir. 
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Mr. Dappario. Now, on page 9 of your statement, the second full 


paragraph, you come to the conclusion that the final result, after 
working in al) of these Ke tat really gets down to the fees where the 


Government does not take title, but retains for itself a license, and that 


this really is the result of not only your own experience, but as you 


have been able to determine the Department of Defense policy— 


sign which as you say has been hacked out pro and con over the course 


of many years ? 
ne | Mr. SHELTON. Yes, sir. 
‘ml: Mr. Dappanto, And I don’t know exactly where it is in your state- 


ment, but I was impressed, too, by the fact that you are not necessarily 
completely happy with the Department of Defense position ? 

Me. Suetron. I think that is the understatement of the week. 
(Laughter. ] 

Mr. Sue:ron. But there are a great many things we don’t like 
about it, but on the other hand, I can assure you that there are a lot 
of things that the Department of Defense doesn’t like about it. The 
point I was trying to make is that through these over 20 years of 

rience in hard negotiations with the Department of Defense, there 
have evolved these regulations, which turn out to be what we think is 
a reasonable Sig A samy that meets the Government needs and meets 
industry’s needs, both of them reasonably. 

We have agreed to them and we can both live with them. 

Mr. Dapparto. Then when we get down to that point and we come 
to your recommendation that the Department of Defense position 
isa good one, it is not because it is the easiest one, it is not because it 
isthe one that gives you the greatest advantage, it is not because you 
are particularly happy with it, but because you feel that it is a fair 
position that has been reached after a long period of experience, that 
it does not give you an advantage, it does not give the Government an 
advantage, but that it falls properly within our way of life, and that 
itallows industry to do its job for the Government and to be able to 


_ develop products commercially and to protect, as it must, its stock- 


holders. 

Mr. Suetton. I think that is a very fair statement, sir. 

Mr. Dapparto. That is all, Mr. Chairman. 

Mr. Mrrcnett. Mr. Chenoweth? 

Mr. Cuenowernu. Mr. Shelton, I want to thank you for a very fine, 
dear-cut, and I might say persuasive statement. 

Mr. Sue.ron. Thank you, sir. 

Mr. Cuenowetu. It is obvious after your long years of experience 
that you speak with authority on this subject. You mentioned that 
time is important in this space contest in which we are engaged, the 


| Tumors, suppositions that Russia is ahead of us. Would you say that 


resent section 305 of the Space Act is interfering with and re- 


_ tarding the progress of the development of space progress and ve- 


hicles in the United States today ? 


and 
that 
the 
nean 
| 
bach 
title 
AYSIS 
ASA 
self, 
fered 
vital 
pi 
your | 
nent, 
this | 
ts its 
s ad- | 
> can 
t ex- | 
e big | 
Mr. 
elfish 
f you 
your the p 


250 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


Mr. Sueiton. I am more sure of it now than I was when J gy 
down after hearing Mr. Leinbach. I hadn’t heard that story befor 
I have talked to a great many—of course, I am a patent attorney and 
my contact is with patent attorneys. I have talked to a great many of 
them and they—I can’t give Mr. Quigley his examples that. he speaks 
of, but I can say this, that having spoken with those whom I sincerely 
believe are best qualified to give an opinion on the subject, I would 
say that it is almost assured that the present section will interfer 
with the main objectives of the Space Administration, which of course 
is the creation of new inventions useful in the conquest of outer space, 

Mr. Curenowern. In other words, it is hampering and hindering 
the full and immediate progress we should be making ¢ 

Mr. Suevtron. This is my very sincere belief. 

Mr. Cuenoweru. Thank you very much. 

Mr. Leinbach, I enjoyed your statement, also. 

Mr. Lernaacn. Thank you, sir. 

Mr. CuenowetH. Your company, you say, has had a number of 
these contracts? You have one with NASA now, you say ? 

Mr. Lernpacu. We have had very few. 

Mr. CueNowerH. You have one with NASA now? 

Mr. Lernsacu. It was indirectly with NASA. 

Mr. CupnowerH. You mentioned you were reluctant to go into 
that contract. 

Mr. Lernzacn. Yes, sir; absolutely. 

Mr. CurenowetH. Because of the patent features? 

Mr. Lernracn. That is correct. We have, like most companies, 
the salesmen are most vigorous in making a sale. Then it gets toa 
point where you have to examine the contract provisions that go along 
in connection with that procurement. And we have an established 
policy, and some other companies do as well, that we must have an 
oe analysis and a patent analysis as to how this contract will 
affect our future business and how it is related to our future busines 
before our management will make a decision. In this case we ac. 
cepted it. I think there might have been other cases in which we 
haven’t made proposals. 

Mr. CueNnowetH. Do you have contracts with the Department of 
Defense, similar contracts? 

Mr. Letrnsacu. Yes, many contracts. 

Mr. CuenowrTH. You have no reluctance to enter into thos 
contracts ¢ 

Mr. Lernnacn. No. Although I will admit that we have contro- 
versies at times over provisions in those contracts. 

Mr. CuenowerH. But not relating to the patent provisions 
particularly ? 

Mr. Lernzacn. Well, indirectly relating to patents, a more nebulous 
field, so-called proprietary rights, which is a very, very serious prob- 
lem, but not one with which this committee is concerned. 

Mr. Cuenowetu. But you say the Department of Defense policy is 
much more attractive than the NASA policy under which we are 
working now ? 

Mr. Letnnacu. Definitely ; yes, sir. 

Mr. Cuenowetn. I think that is all, Mr. Chairman, thank you. 

Mr. Mr. Quigley 
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Mr. Quietey. Mr. Shelton, I, too, want to compliment you on what 
[considered to be a very excellent statement. 

Mr. Suevton. Thank you very much. 

Mr. Quieter. One of the most persuasive arguments for the par- 
ticular position that I have heard to date. Having heard your criti- 
ism or rather the fact that you are not happy with the DOD approach, 
Jam almost afraid to ask you what you think of the Atomic Energy 
(Commission approach. Laughter. | 

Mr. SHetron. I think you probably answered your own question, 
ir. [Laughter. | 

Mr. QuiciEy. In answer to a question by Mr. Daddario, you did 
indicate that in your judgment or in your opinion there was no justi- 
feation for the Federal Government taking title to a patent in any 
case 

Mr. SHELTON. Yes, sir. 

Mr. Quieter. Now, maybe I am taking you out of your field, I don’t 
know, but would this statement be broad enough to include the Atomic 
Energy Commission ? 

Mr. Sue_ron. Well now, I will be entirely frank with you here. 
We have contracts with the Atomic Energy Commission. In those 
wntracts we were permitted to retain, by contract, which NASA will 
not do, exclusive rights in a field in which we had our principal expe- 
rience, Which is the chemically fueled engine field. This was our 
background going into these atomic energy contracts, and I suspect 
this is why we were given this particular contract to develop this 
atomic engine. We did not see from our standpoint at the time we 
entered into these contracts that we would ever be commercially in- 
wlved in atomic energy. Therefore, our solution to this problem was. 
measy one, because we got what we wanted to retain, the other was 
ofno particular interest to us. 

Frankly, sir, | am far from an expert on the Atomic Energy Act 
for this reason. 

Mr. Quietey. Now, you say you have got something in the way of 
wneessions from the Atomic Energy Commission in your particular 
field ¢ 

Mr. SHeiron. Yes, sir. 

4 Quiciey. That you could not get or would not get from 
YASA ? 

Mr. Sueiton. Yes, sir. 

Mr. Quietey. Certainly NASA would have the right to make such 
woneessions, wouldn’t they, under the present act: ? 

Mr. Sueron. I think they would have the right, but they have told 
ws through the waiver regulations that they will not grant waivers: 
ty contract. You see, there is one difference, perhaps it is only a 
tchnical one. ‘The NASA Act, the Space Act says that these inven- 
tins, the Government is to have title to them. Then after title passes, 
hen the administrator may waive rights. 

Mr. Quietey. May give it back? 

Mr.Suetron. Yes. Now, in the Atomic Energy contract title never 


asses. There is that difference. But here is a more important dis- 
tinction: NASA will not give us a contract having a clause saying that 
‘ASA will waive to us exclusive rights in any field. They say they 
‘n't do this under the present Space Act. They say they have got to 
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see the invention first and then they will decide whether they wij 
waive it. They state what their policy is, but in view of the fact they 
refuse to say in the contract they will follow that policy, it seems to 
‘se i be rather convincing evidence that it is nothing we can rely on, 
e y 

a tell United Aircraft Corp. that legally you are going to get 

exclusive rights in this field. 

Mr. Quiciey. Let me ask you this: If this committee were to recom. | 
mend and the Congress were to oar the proposal that has been sub. | 
mitted here by NASA, change the law penculien ly, would you haye | 
any more assurance as to what NASA is going to do? 

r. SueLton. We would have this: we would have the ability to go 
down there and negotiate with the NASA people and not have them 
say : We can’t do this, the act prevents us. 

e will be free then to do what any company can do, we can ne 
gotiate with freedom with a Government agency. This we can’t do 
today because they say the Space Act will not permit this. 

Mr. Quieter. Let me ask you one other line of questions. I am jn. 
clined to agree with you that the usual analogy between the employer 
and the employee and the development that has taken place in the 
patent field is not completely applicable when you talk about the Gov. 
ernment and the contractor. However, I am not so sure that your 
analogy between the contractor and the subcontractor is on all fo 
either. We had some mention here yesterday from the Department o 
Defense witnesses about so-called captive industries. Aren’t there, 
in ety members of your association who are, in effect, captive in- 
dustry 

Their customer is the Government, either the Department of De. 
fense or NASA or Atomic Energy, they are not primarily interested 
in manufacturing, and if they do manufacturing, the manufacturing 
they are going to do is going to be for Uncle - as the customer, 
Wouldn’t they be just as anxious to do business with NASA, whether 
we change the act or not, admitting that they would like to get the 
patent title? 

But even if they couldn’t, wouldn’t they be anxious to get the busi- 
ness and to take the contract simply because—again to quote an an- 
swer that you gave to Mr. Daddario—they would continue to be the 
company with the big background of experience? 

Mr. Suerron. Well, so far as any prime contractor to the Govern- 
ment is concerned, so far as his rights are concerned, if he knows! 
that he is never going to sell to anybody but Uncle Sam, he doesn't ; 
need title to his patents, of course. He would be delighted for the 
Government to have title, it wouldn’t make any difference, except, and} 
I think this is an important area, that this man doesn’t make every-| 
thing himself, he doesn’t develop everything himself. He has got| bi 
subcontractors. b 

Now, these subcontractors that he goes to may have a deal’ gi 
of commercial interest, and they are going to complain about these ( 
clauses that this contract obligates him to give, to give title to the} w 
Government. For any company who sells only to the Government,| in 
however, title to patents becomes something that is of no importance 

Mr. Quicrxy. Perhaps I don’t know enough about the companies to | us 
say so, but I have trouble visualizing Aerojet General or Rocketdyne al 
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selling its motors to anybody but the Department of Defense or NASA 
in the foreseeable future. 

On the other hand, I can see where people who manufacture pres- 
sure systems or computers or telemetry, or other electronic gear, could 
develop many things in the course of a NASA contract which would 
have great commercial value. 

Mr. Sue.ton. Well, you may be entirely right, but I suspect if 
something good came along in the way of an invention that might 
have a commercial application, they might be very anxious to enter 
into the commercial field. You see, you never know when you enter 
into a contract and start a development program, you don’t know what 
is going to be evolved. There may be something made in the way of 
an invention for a particular space use, and it may have quite a device, 

ite a commercial applicability. 

Mr. Quieter. This is why the American industry long since has, 
through practice, worked a revolution in the old patent system. We 
have taken the inventor out of the attic and out of the livery stable 
and out of the blacksmith shop and out of the garage, and we have 
put him into well-equipped, well-stocked research laboratories that 
are financed by industry. 

And the quid pro quo that the inventor has had to pay to get out 
of the attic, livery stable, and garage, with all of the equipment, mo- 
tors, libraries that he has to use, the quid pro quo he has had to pay 
is his basic, fundamental rights that the patent law gives him, in a 
sense, at least to modify them. 

The thing that is bothering the Members of Congress is that per- 
haps in the evolution of time and development, we have reached a 
point where the outlay of money, the type of development and re- 
search that is being done today is only being done because of Govern- 
ment money, and there are things that American industry can no 
longer underwrite without a Government contract. And if that is the 
case, perhaps the quid pro quo that American industry has to pay to 
be able to do these things is to accept some sort of a modification of 
its basic rights under the patent law. 

If Mr. Leinbach’s company there comes upon something that is of 
tremendous value commercially, as a result of a Government contract, 
they will enjoy for years to come a tremendous competitive advantage 
in their industry. I think there is a real basic public issue question as 
to whether or not they should be entitled to that advantage by the 
mere happenstance of some decision of somebody in the Department 
of Defense or at NASA that they turned out to be the favorite son. 

Mr. Suetton. Apparently there seems to be some fear that the Gov- 
ernment program is going to result in some benefit to a company in 
this country. In other words, this whole thing seems to be a little 
bit on the negative basis. We want to give this company a contract, 
but for heaven’s sake, we don’t want him to do anything that he is 
going to profit from too much, that would be bad. 

Mr. Quictry. Now, he is entitled to make a profit from his contract 
with the Government, he is entitled to a profit from any manufactur- 

he may do? 

r. SHELTON. Yes, but let’s look at the alternative which you give 
us, What you do then to cure that is you saddle this company and 
all companies with provisions that discourage making this invention 
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in the first place. And secondly, if this company does come acrogs 
this valuable invention, and who knows to what extent it may be as 
the result of this Government fund—that may be just the last: step 
in the development—doesn’t the public benefit from it? Doesn’t the 
DC-8, the Boeing 707, look at the experience gained by these compa- 
nies from Government money? Now, that makes us the leader in the 
airplane industry as regards Russia. Is that bad? 

Mr. Quietxy. No, this is good. 

Mr. Suetton. This is good. Our J-57 engine, the J-75’s that 
on these, we had development money from the Government, not neaily 
enough to pay for the whole development. I don’t think it amounted 
to a half, as a matter of fact, and to commercialize these engines of 
course required further development on our part, risk capital, if you 
will. But we benefited tremendously from Government money, Is 
this bad ? 

Mr. Quieter. No. 

Mr. Sueiron. This isn’t bad; this is good. This all goes to the 
benefit of the public and the public benefits a great deal from Goy- 
ernment money. And I think the companies and the Government, 
they are a team, we are not in opposite camps, we are a team. You 
need us, and believe me, we need you. 

I think this is all good. But, I kind of hate to see, personally, we 
all do, this feeling that: “Oh, gee, here is the Government spending 
this money, we are afraid some company is going to gain by it.” 

Sure, the company’s gain is in the long run the Government’s gain, 
too, because if it makes profit on commercial business it goes back into 
research, and again we are equipped better, we have a higher degree 
of technology and we can do your next job better for you, and the 
public gains. 

Mr. Quietey. Do your competitors always take that enlightened 
view of your good fortune ? 

Mr. * Our competitors compete with us for Government 
business, R. & D., as well as everything else, sir. 

Mr. Quietey. That is all. 

Mr. Mircuetu. It is now 12:45, and I want all the members and 
counsel to have an opportunity to fully examine each of the witnesses, 
so I think we will recess at this time. 

Gentlemen, can you be back at 2 o’clock, or shortly thereafter ? 

Mr. SuHetron. Yes, sir. 

Mr. Yes. 

Mr. Mrrcwety. All right, the subcommittee will be in recess until 
2 o’clock. 

(Whereupon, at 1 p.m., a recess was taken to 2 p.m.) 


AFTERNOON SESSION 


Mr. The subcommittee will be in order. 

Mr. King, do you have any questions of the witness ? 

Mr. Kina. I have no questions, Mr. Chairman. 

Mr. Mircuety. Mr. Yeager? 

Mr. Yeacer. I would just like the record to show, Mr. Chairman, 
if such is the fact, that the Garrett Corp. is an affiliate of the Aero 
space Industries Association ; that is the case, is it not ? 

Mr. Lernsacn. That is right. 
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Mr. Yeacer. I don’t believe that had been brought out. 

That is all. 

Mr. Mrrcnety. The record will so show. 

Mr. Quigley. 

Mr. Quietey. Thank you, Mr. Chairman. 

Mr. Leinbach, I don’t know that I have a question for you at this 
time. I deliberately refrained from raising it before, not just because 
of the shortage of time, but I have a feeling that in your testimony you 
said—or at least you came close to saying, perhaps, the most important 
thing that has been said during this entire hearing. I don’t know 
what your schedule is, 1 don’t know whether you can be here tomorrow, 
and if you are, I don’t know whether the committee can work you in, 
but I would very much like to read your testimony before we get into 
any discussion of it. , 

The part that I have in mind I think you know, the part where you 
said, or almost said, that your company might give NASA something 
Jess than the best under the current provisions of the law. You would 

ive them their full amount under the word of the contract, but, per- 

s, something less than the fullest ¢ 

Mr. Lernzacu. I think the point I wanted to get across, Mr. Quig- 
ley, was this: We are not free to pull the plug and absolutely do the 
maximum job. At least we don’t believe that we are. We certainly 
are going to do the job that is called for by the contract, and nothing 
will be done which in any way affects the safety of this man, because 
that is paramount under any circumstances. There is no question 
about that. 

Mr. Quietry. This is the thing that is bothering me. You are 
working apparently as one of the contractors, subcontractors, on the 
Mercury program; is that correct ‘ 

Mr. Lernpacu. Yes, sir. 

Mr. Quictey. I find it inconceivable that your testimony meant or 
could be inferred—yet I saw the possibility of such an inference—that 
if your Nt or any company had the choice between doing some- 
thing that would make more certain that that astronaut would come 
back safely and not doing it to protect that company’s right to a 
patent title, that you could have possibly even thought for more than 
a split second, during which time you hated yourself, that you would 
do anything other than everything that had to be done to make sure 
that the man got back. 

Mr. Lernpacnu. I am sure that is true. That is the reason I men- 
tioned it, if it is a question of safety, naturally it is going to be done, 
if it comes to mind in connection with the contract. But before the 
contract was entered into we knew pretty well how we were going to 
do this job, and our engineers are going about doing the job in that 
way. Now, they are not looking around for a lot of other ways, which 
sometimes happens in other contracts. But they are going to do it in 
avery highly satisfactory way, that I can guarantee, or we wouldn't 
take the contract in the first place. 

Mr. Quictey. And if one of your engineers, whether he is looking 
around or not, the idea just comes to him—and this is often the way 
they do—I don’t really think you are going to turn your back on it, 
regardless of 
Mr. Lernnacu. If he is working on the contract, we have no choice. 
Mr. Quictry. Regardless of what is inthe NASA law ? 
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Mr. Lernzacu. Ofcourse. We don’t like it. 

Mr. Quieter. I don’t want you to like it. I don’t say you should 
like it. I appreciate your point of view, I appreciate the industry’s | 
point of view, I appreciate the bar association’s point of view. | 

Mr. CuenowetH. Would my colleague yield ? 

Mr. Quieter. Yes; I would be happy to yield, because I think this | 
is a very vital point, because if the other side of the coin is a possi. 
bility, we really have to do some soul-searching. LL 


Mr. Cuenowetu. I appreciate my colleague from Pennsylvania's 
point, and I intended to question Mr. Leinbach about that this morn. | 
ing, but in view of the shortness of time I refrained from doing so, | 
got the impression from his statement that in view of the limitations 
in the contract, that their engineers will not be interested in going t 
beyond the scope of the contract, perhaps working out inventions ‘ 
which might be valuable to the company later on. I 

Was that a fair inference? 

Mr. Lernpacnu. Yes; I think that isa fair inference. 

Mr. Cuenowetu. The engineers would go all out, if you had another l 
law, not that they are not doing this contract—rendering full perform. 
ance in this contract, but they lack that initiative, and the company 
apparently considered from a high policy level: Here, if we come to 
the point now, if we are going to run across some we ie discoy- 
ery which is going to be valuable to us later on, we had better go slow 
and perhaps defer that until later. 

Is that the inference I should have drawn ? 

Mr. Lernpacn. Yes; I think that is correct, Mr. Chenoweth. We 
have our plans for performing the contract which is in conformity with 
the specifications, and as I mentioned before, if it is a safety item at 
all, that is something we never stint on anyway. But I think you 
stated the position very well. 

Mr. Cuenowertu. I fully agree with my colleague that I think this 
is the most significant statement we have had, and certainly one of the 
strongest arguments I can think of for at least making some change 
in this present picture, if that is typical of what we are going to find 
among the industry generally. 

Thank you very much. 

Mr. Dapparto. Will the gentleman yield further ? 

Mr. Quictry. Not until I make a comment on Mr. Chenoweth’s ques- 
tioning and observation. I hate to speak in depredation of my own 
legal profession, but may I say I have trouble coming to the same con- 
clusion as my colleague, Mr. Chenoweth, in which you concurred. If 
T know the typical engineer—if I know the type of man who works on 
this type of thing, the fellow who comes up with the new device, the new 
invention, the new process—he isn’t particularly concerned with what 
kind of a contract the company has with whom. This is the kind of 
thing that would be suggested by one of my own profession at a high 
level staff conference in the company. I am afraid it is my profes- 
sion that would say: “Well, now, wait a minute, boys, don’t get car- 
ried away and don’t go too far. If you boys move too fast down there 
at the plant, or down there at the lab, you may be giving away some 
of this company’s best assets for years to come, so take it easy, don't | 
do anything more than you have to do on this contract.” 
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I hate to say this, but I think in fairness to the engineering profes- 
sion, in fairness to the type of people who work on these things, they 
don’t really care whether the company’s contract is with the DOD, 
NASA, Atomic Energy, private industry; they have got a job to do; 
they are engineers; they are scientists; they are inventors. And I am 
much more inclined to feel that the type of thing that you are sug- 

ting, if it is suggested at all in the industrial community, it 1s 

more likely to come from one of my own colleagues in the legal pro- 

fession than I am inclined to think it would come from an honest-to- 
ess engineer or inventor. 

Mr. Lernzacn. Mr. Quigley, I think you have put your finger on 
the pulse of most engineers. That is a very true description of their 
thinking. Our management has a directive out, however, that only 
standard products will be used wherever possible, or already developed 

roducts. 
F Mr. Quietey. I will bet that was written by a lawyer. 

Mr. Lernsacu. No, it wasn’t, in that it was written by somebody a 
little higher than the lawyer. 

Mr. Quietey. With advice of counsel. [Laughter.] 

Mr. Lernpacu. He wasn’t an engineer; I will say that. 

Mr. Quictey. Yes, sir, I will be glad to yield to my colleague from 
Connecticut. 

Mr. Dapparto. On this particular subject, Mr. Leinbach, I have 
tried to put what you have said in perspective to this whole problem. 
It was not my feeling that what you said was to be confined to the 
Mercury situation, nor that there was any danger but that you would 
do your ultimate in order to protect the astronaut, but that it went 
beyond that to the point that this was an example that you could draw, 
and that the NASA regulations as written, as set forth in their patent 
section, really was standing in the way of great achievements in other 
areas, and that it is not the one astronaut who is in danger, but actually 
the whole program of space, and that there is the sami bae cn that we 
arenot making great progress in this area because of limitations of this 
kind 


This was what I thought you were driving at; is that correct ? 

Mr. Lernzacu. Yes, sir. I was merely using that as an example of 
our policy. And If this policy is followed consistently by other 
organizations, I believe that getting the highest development in the 
space field will be very, very seriously deterred. 

Mr. Dapparto. The implication would be, then, that if we just take 
this one small project, Mercury, that you have put before us, and then 
take that and translate it across the whole broad field of the space 
program, and that if this could be multiplied here, there and every- 
where, it is not the astronaut who is in danger, but the whole system 
that we are in? 

Mr. Lernpacu. Yes, sir. 

Mr. Dapparto. That is all. 

Mr. King. Will the gentleman yield ? 

Mr. Yes, will be happy to yield. 

Mr. Kina. Mr. Leinbach, I interpreted your statement to have 
reference to the extras, the service beyond the call of duty, so to speak. 
In other words, I interpreted what you said to mean that under all 
circumstances, of course, you would perform the contract a hundred 
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percent and where matters of security or safety to life and limb were 
concerned, naturally you would do the ultimate; but, neverthel 
over and beyond that there is still an area in which you are not required 


to go under the contract or by any moral or legal obligation, but an 
area in which you are very glad to go if the incentive is attractive 
enough. These are the extras, pulling in extra men, going all out, 
so to speak, to put an extra polish on the job that you are in no way 
required to do, but that you are anxious to do if you have sufficient 
incentive. AmI correct? Is that what you had in mind? 


Mr. Lernzacn. Yes, that is what I had in mind. 


Mr. Kine. That is all. 
Mr. Quiatxy. I have no inclination to prolong this testimony. [I 


will simply say this: I am going to read your testimony quite carefully 
and I suggest you do the same. And in fairness to your company and 
in fairness to this committee and in fairness to the country, make 
absolutely certain that you said what you meant and that you mean 


what you say on this particular point. 
Mr. Leinsacu. I certainly shall. 
Mr. Quictey. Because I think it is absolutely vital to any decision 


that this subcommittee ultimately makes. 
That is all, Mr. Chairman. 
Mr. Thank you. 


(The explanation to Mr. Leinbach’s testimony follows:) 


THE GARRETT CoRP., 
Los Angeles, Calif., December 8, 1959, 
JoHN A. CARSTARPHEN, Esq., 
Counsel for Committee on Science and Astronautics, 
House of Representatives, Washington, D.C. 

DEAR MR. CARSTARPHEN: I have reviewed that portion of my testimony under 
discussion and offer the following in order to preclude any misunderstanding, 
The thought I wanted to get across was that not only is there no incentive to go 
beyond the actual requirements of a NASA contract, or to seek advancements 
not called for by the specification, but that the provisions of the act actually 
deter a contractor from so doing. Should our engineers come up with an improve 
ment or innovation while working on a NASA contract, we would, of course, 
report the improvement or innovation, as required by law, and would incorporate 
it into the system if NASA so desired. However, our engineers working on 
such a contract will not be striving to go beyond the actual requirements of the 
contract, and if an improvement or innovation should be developed in another 
project within the company, the use of which is unnecessary to the performance 
of the NASA contract, the act provides no incentive to suggest its use in the 
particular contract. 

Our policy would be to develop such invention to the point of actual reduction 
to practice, ie., the making of a working model, with our own funds and then 
propose its use in subsequent procurements. It is a matter of economic preserva- 
tion. An invention actually reduced to practice under a NASA contract belongs 
to NASA, irrespective of when the invention was actually conceived or a patent 
application filed. The time and money spent in developing such new invention 
would, of course, depend upon many factors not the least of which would be 
prospects for production utilizing such invention. The space program would 
ultimately get the benefit of the invention, but its use would be delayed until it 
could be developed with other than NASA funds. 

Sincerely yours, 
C. W. LEINBACH, Jr., 
Corporation Counsel. 


Mr. Mrrcneit. Mr. Leinbach, you, of course, have already stated 
that the Garrett Corp. does have a contract with NASA. 

Mr. Shelton, does United at this time, or do you have at this time, 
or have you had in the past, a contract with NASA? 
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Mr. Suevron. We have a Department of Defense contract which is 
being funded with NASA funds, so we have the NASA patent laws 
init. I don’t believe right now we have a direct NASA contract. 

Mr. Mrrcvient. In any event, you have had occasion to negotiate 
with people from NASA concerning the patent provisions that must, 
Seording to the law, be included in the contract ? 

Mr. Yes, sir. 

Mr. Mircueixi. Now, of course, this is a committee composed en- 
tirely of lawyers and we know what any collateral conversations be- 
ween representatives of NASA and representatives of United, or any 
other industry, would mean; it would mean nothing if they weren’t 
in the contract. But what has been the impression conveyed to you 
by the officials of NASA negotiating these contracts with reference 
to the title to any inventions that may result from that particular 
contract ? 

Mr. Suetron. Let me say this, that I honestly have only the greatest 
respect for the people with whom I negotiated. I think they are very 
able, very capable, and very fair. We did not get into the contract 
what we wanted to get into the contract because they told us that 
the provisions of the Space Act did not permit them to do so; whereas 
Icould interpret them differently myself, I can’t be too critical of them. 
So that I thought the negotiations were very fair under all of the 
circumstances, 

Mr. Mircuety. I might state, as I remember the testimony of the 
counsel of NASA was, in substance, that they were doing everything 
they could within the framework of the law that was bin ing them to 
conform to the policy of DOD, within the framework of existing law. 
Did you gather that same impression, or was that conveyed to you; 
you see what I am driving at 

Mr. Suevron. Yes. Well, I think there, sir, that they went as close 
to that as they felt they could under the law. Now, they are faced 
with this, the Congress turned its back on the DOD provisions 
when it enacted section 305, so they are faced with this act, which to 
them says: “You cannot give your contractors the same provisions 
as the others.” 

Mr. Mircueti. What I am inquiring about is, are they saying, al- 
though we realize the legal implication or lack thereof of any state- 
ment they would make to any prospective contractor, but are they 
saying 0 Bs they negotiate that the law restricts us, as you well un- 
derstand, but we are going to be very liberal in our waiver provisions, 
ae pitle to inventions will be more or less in conformity with DOD 

icy ¢ 
art Sueiton. No, sir; they didn’t go that far. They said they had 
to look at each invention after it was made, and only then could they 
decide what rights they would give us under those inventions, but they 
sid quite frankly that they may well be inventions which they could 
not give us title to. 

Mr. Mircuett. Now under the proposed legislation that in sub- 
tance, the policy, would be the same, with the exception that they 
could in advance write into the contract the title rights in inventions; 
sthat correct ? 

Mr. Suetron. No, sir; I don’t believe that is correct, because if 
We have the new legislation, the Congress will not have turned its 
back on the Department of Defense policies. You see, the Space Act 
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now says to them: “The space technology is in a different situation, we 
cannot give you the rights that you could get from the Department 
of Defense under the armed services procurement regulations.” 

So when we go to them and say: “Now the fairest thing, in the best 
interests of the United States, we should get the same rights as we 
would get if we were negotiating with the Department of Defense.” 

They say: “No, we don’t have that legal right, because the Space 
Act says you can’t give them the Department of Defense regula- 
tions. 

Now, if the Congress, as we sincerely think it should, repeals section 
305 and substitutes for it something which gives the NASA people 
flexibility to negotiate what they consider to be fair and in the best 
interests of the United States, they will then have the freedom to 
accept, if we convince them that it is proper, to give us a patent clause 
such as in the armed services procurement regulations. ‘They will no 
longer by statute be denied that approach. But today they say: “No, 
we can’t do that.” 

Mr. Mircuett. They have good reason for saying no, because of the 
statute, of course. 

Mr. Suetton. Yes, sir. 

Mr. Mrrcnety. But they do within existing law, although ad- 
ministratively, possibly, it causes them more difficulty, they can ac- 
complish the same thing that they could accomplish under the proposed 
legislation. 

r. SuEetTon. This was my argument to them, this is what I tried 
to convince them of, but they said, “No, we cannot do it.” 

Mr. Mrrcuet.. So in substance the primary objection of Aerospace 
would be the technicality—I may use that a little bit loosely—but the 
technicality that must be provided in the contracts concerning the 
reservation to the Government ? 

Mr. Suevton. Yes, sir; and the freedom on the part of the ad- 
ministration to go back to the DOD provisions, if it thinks in a 

articular case that this is what is in the best interests of the United 
tates. 

Mr. Mircuetu. Of course, I am reiterating, but I will ask not for 
any sere conversations, but the feeling that has been sent through- 
out the industry, those who are contractors—who want to do business 
with the Space Agency, is that aithough they are being restricted 
technically under the Space Act of 1958, that they can generally be 
assured insofar as patent rights are concerned, to be operating in 
accordance with DOD policy? Has that not been the feeling through- 
out the industry ? 

2 Mr. Suexron. No, sir; if I understand you correctly, it definitely 
as not. 

Mr. Mrrcuetu. I may have misconstrued the statements of NASA 
people who appeared before the committee, but in substance that was 
what they were saying. They were trying, even though they disagreed 
with existing law, to conform to the policies of DOD, and in effect were 
recommending that the Congress give them that same authority. _. 

Mr. Suerron. Well, I think they have gone a long way toward it, 
but at no time have they ever told me that there may not be inventions 
made under the contract which they would not give us any rights to, 
They go a long ways, but they don’t get there. 
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Mr. Mircenetyt. What is your personal feeling in the matter, if an 
occasion so arose, as to what NASA would do concerning an invention, 
even though they could not write it into the contract ? bd 

Mr. Suetton. I think this: that they interpret that act as requiring 
them to obtain title to some inventions, obviously ; otherwise, the title 

rovisions would not have been in that section. So right at the outset 
they feel that there are some areas—and this is in their revised waiver 
regulations, I think I read part of them this morning in my a 
where there are inventions essentially useful in outer space—they fee 
in that area where some invention is essentially useful for outer space, 
that the Government has to retain title. This is at variance with the 
DOD philosophy. 

Mr. acon Now, Mr. Leinbach, you heard the general question- 
ing of Mr. Shelton. Instead of going back over that, you have 
negotiated also with NASA. 

r. Lernpacu. Yes; but it has been mostly indirectly; that is, 
through the subcontract media. 

Mr. Mrrcuety. What is the prevailing sentiment as to what—al- 
though there is no official statement by NASA on it precisely, what is 
the prevailing sentiment that NASA would do in this area? 

r. Lerypacu. Well, we have a feeling that—— 

Mr. Mircuett. I know we don’t contract on feelings. [Laughter.] 

Mr. Letnzpacu. But as Mr. Shelton pointed out in NASA, or a 
NASA subcontractor is required to put certain provisions in the con- 
tract. Now, we have been told, the same as Mr. Shelton has, that these 
are inviolate, they cannot be departed from, either you take the con- 
tract on that basis or you don’t take the contract. 

Now, it has been our vies Shas NASA officials have intended to 
exercise their waiver — liberally, but where anything important 
was involved we wouldn’t be willing to take a chance. We wouldn’t 
want to enter into the contract in the first place. If I may make one 
statement which departs a little bit from your question but harkens 
back to the previous discussion, the point I was really trying to make 
was that we examined this contract and specifications before we entered 
into the contract and were informed by our engineers that the likeli- 
hood of making inventions was very remote. 

With that in mind, and knowing that we could fully accomplish 
the contract, we took the contract. I certainly had no intention of 
giving this committee any impression that we didn’t intend to fully 


| “7 out the terms of the contract. 
r. 


Mircueii. My particular line of questioning went back to your 
statement before we recessed for lunch, and my memory of what the 
NASA officials have been telling us, as you said, the feeling was that 
they would construe these waiver provisions liberally. eir testi- 
mony, as I recall it, was flatly that ? 

Mr. Lernpacu. Yes. 

Mr. Mrrcneit. And what I sought from you was whether or not 
that was the feeling within the industry that that would be their 
construction? And coming to the fact that if that was so, although 
weas lawyers would say that means absolutely nothing, they can give 
you that feeling of comfort but they can cut it off when the payoff 
comes; yet, it is hard for me to conceive of any contractor not goin 
beyond the call of duty, as Mr. King said, when it was pieaslbvarel ges 5 
our space effort. 
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There, again, I say I think it is one of the most important points 
that has been testified to today. 

Mr. Quictey. Will the chairman yield? 

Mr. Mrrcue tt. I yield. 

Mr. Quieter. I have a question for my own information. T think 
it might be directed toward Mr. Shelton, but anyone can answer it. J 
gather that you have had, directly and indirectly, by word or by infer. 
ence, assurance from NASA of an intention to construe the waiver 
provision quite liberally—quote liberally, unquote. But under 
NASA’s regulations, they have consistently refused to waive anything 
in advance; is that right ¢ 

Mr. Suetron. That is correct, sir. 

Mr. Quieter. Now, do you read the patent provision, particularly 
the waiver provision of the NASA Act, in a way that such a waiver 
could be made in advance? 

Mr. Suetron. Yes. I forgot the wording of section 305(f), but it 
speaks of the right of the Administrator to waive inventions which— 
with respect to any invention or class of inventions made or which may be made 
by any person or Class of persons. 

I construed that “which may be made” as speaking of which may be 
made in the future. So I said to Mr. O’Brien: “Does not that give 
you the authority to grant usa class waiver by contract before we start 

erforming the work and before we have made the inventions?” And 
Re told me that NASA did not so construe that language. 

Mr. Quieter. So that under your construction of the NASA Act 
and the waiver provision, you feel that a case could be made out for 
their giving you a waiver somewhat similar to the one you described 
that you received from the Atomic Energy Commission ? 

Mr. Suetron. Yes, sir. 

Mr. Quictey. But NASA did not buy that argument? 

Mr. That is correct. 

Mr. Quietry. So that if the present law were construed and inter- 
preted and administered along the lines that you have urged, a great 
deal of your criticism would be modified, if not entirely removed! 

Mr. Suetron. You were all right until you said “a great deal.” 

We still have this question of what class of inventions they feel they 
should keep title to. Now, I have no experience with them on that. 

Mr. Quictey. Neither have they. 

Mr. Suetton. That is correct. 

Mr. Quieter. Understandably, if they are going to make an error, 
they are going to make an error in the direction of preserving and 
protecting every invention, because it might have, in this vast unex- 
plored age, space potential ? 

Mr. Suetton. Yes. 

Mr. Quieter. So they are protecting their rear by promising you 


a liberal exercise of the waiver provision in the future, but me | 


at the moment on very strict construction and no waivers in advance 
Mr. Suetron. Yes. But this is protection which, in our view, is 
unnecessary. 
Mr. Quierey. All right. You may be right on that. What I am 
trying to find out is: You have an argument that not only runs to the 
law, but you have an argument that runs to NASA’s current interpre- 


tation of that law. 
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Mr. Suevron. That is right. 

Mr. Quietey. Thank you. 

Mr. Mr. Chenoweth ? 

Mr. Cuenowern. Mr. Chairman, I am still a little troubled by 
Mr. Leinbach’s statement, and I wanted to take just a moment to 
question him on his subsequent statement which he made just now, 
which I think may be the meat and substance of this whole hearing. 

You mentioned that before you accepted this contract with NASA 
your engineers went over it pretty carefully and decided that they 
could not see any possibility of an invention being involved in that 

articular work. ; 

Mr. Lernpacu. A remote possibility; yes. There was an area in 
which there had to be some development performed. 

Mr. Cuenowetu. Now let us assume that they had made an oppo- 
site report, that they had decided there was some immediate possi- 
bilities of an invention in that particular contract which might have 
been of great value to your company, what would have been the atti- 
tude of your company ? 

Mr. Lernpacu. Well, we would have been extremely reluctant to 
take that contract. As a matter of fact, we probably would have 
turned it down. I never can say we would have definitely turned it 
down, but it would have been our policy to not make a bid. 

Mr. Curnowetu. I am glad to hear you say that, then. I had ex- 
pected you to give that answer, because I think we have been very 
unfortunate to leave the impression before this committee where an 
implication might be drawn that American industry is not doing its 
very best on every contract which is awarded to it. 

Mr. Lernpacu. Oh, no. 

Mr. Curenowern. I am sure you did not mean to leave that 
impression. 

{r. Lernpacu. That is correct. 

Mr. Cuenoweru. I hope you will heed the admonition of my dis- 
tinguished colleague from Pennsylvania, that you check that language 
very, very carefully and revise it so as to convey your absolute 
thought, because it would be most unfortunate, even tragic, I think, 
if the impression went out over this country that American indust 
is hiding behind a technicality, they are not going to do their best 
until Congress changes the law so they will have full rights to patents. 
You are not conveying that impression. 

Mr. Lernzacu. No, sir. 

Mr. Cuenoweru. But the language which you used might be ca- 
pable of some construction which would be most unfortunate. I am 
glad Mr. Quigley presented that in the way he did. I think it is very 
and helpful. 

hank you, Mr, Chairman. 

Mr, Mr. Bass? 

Mr. Bass. Pursuing Judge Chenoweth’s point even further, were 
you not trying to say a little earlier that it was not a question of 
whether or not these engineers and scientists would put their all into 
our space efforts, but—we are human beings, subject to human frail- 
ties, and if there is no incentive to develop any patentable invention, 
as there is not under the present act, that there was less likelihood of 
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any such effort where a new invention may develop. I thought that 
was the point you had in mind. 

Mr. Letnzacu. That was part of it, yes. 

Mr. Bass. Not that your people were not doing their level best, but 
put it this way, if the Government is automatically assuming title to 
any invention developed under that particular contract with the 
Government, if there is no incentive, there is less likelihood of any- 
ang developing of an unusual nature. 

r. Lernpacu. Yes. 

Mr. Bass. I think that is an important point to bring out. 

Mr. Letnzacu. Yes. I think that is true. I certainly did not in- 
tend to give the impression that our people were going to fall down on 
the job in any way. If there was something, an innovation that we 
nee have had to develop that we would have felt was prejudicial 
to our line of work—and we would not take the contract in the first 
place, we would let somebody else do it—but in the event we do do it 
we are certainly going to fully and adequately perform. I do think 
your statement—and actually it was part of what I had in mind, that 
there would be less incentive to, well, develop other things in connec. 
tion with the contract, but not to indicate that the design that we 
have is not one that is going to be absolutely as foolproof as we can 
possibly make it, safe, and do the job in the best possible way that 
we can make it. 

Mr. Bass. That is all. 

Mr. Mr. Carstarphen ? 

Mr. CarsTaRPHEN. No questions. 

Mr. Cuenoweru. May I make one further observation, Mr. Chair. 
man? I think if this 1s a typical example of what we will find in 
the industrial field—and I assume it is—then I think we could sa 
almost. without fear of contradiction that the present policy whi 
Congress has set down on the matter of patents, as far as NASA is 
concerned, is to a certain extent and maybe to a substantial degree, 
retarding the research and development program. Would you say, 
Mr. Leinbach, that would be a fair assumption for me to assume? 

Mr. Lernzacn. Yes, sir, I think so. If you take qualified organiza- 
tions or individuals out of the field there is a likelihood that the con- 
tracts and the work will be done by less-qualified people and under 
those circumstances certainly your effort is not going to be as good, 
and your advancement will not be great. 

Mr. Cuenoweru. I think that is a most serious situation, Mr, 
Chairman. 

Mr. Mrrcuett. I with you, Judge Chenoweth. I think what 
has transpired this afternoon was not a questioning of the loyalty of 
your company, Mr. Leinbach, or any other in industry, but it is a two- 
pronged situation: One, as to whether or not that should be the 
policy of industry because of existing law insofar as NASA is con 
cerned ; and, second, if that is the prevailing policy within industry, it 
would have some effect on whether or not the law should be changed 
as you pointed out, Judge. But I agree with Judge Chenoweth and 
with Mr. Quigley that I think it is an extremely important point. 

Any further questions? 

(No response. 
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Mr. Mircuex.. I thank all of you for your appearance and your 


testimony. 
Mr. Lernsacu. Thank you very much. 


Mr. Sue.ton. Thank you very much. 
(Additional statement of C. W. Leinbach, Jr. follows :) 


THE GARRETT CorP., 
Los Angeles, Calif., December 8, 1959. 
JouN A. CARSTARPHEN, 
Counsel for Committee on Science and Astronautics, 
House of Representatives, 
Washington, D.C. 

Deak Mr. CarksTaRPHEN: After hearing statements from members of the 
Government and industry, including various legal and patent organizations, 
and the discussion elicited by questions from members of this committee, I 
have received certain impressions and would therefore appreciate making 
known the following thoughts to this committee. 

Much has been said of the American patent system, its advantages and its 
importance in the American way of life. It has also been repeatedly pointed 
out that section 305 of the Space Act is inimicable to the purposes intended to 
be served by our patent system and, in fact, takes away the major incentives 
puilt into that system which have heretofore led to outstanding progress in 
other fields. These matters are important and I, for one, heartily subscribe; 
put the impression is built up that the Government is paying for research and 
development work, and inventors somehow are endeavoring to justify the 
retention of rights to which they may not really be entitled. This thinking 
could not be farther from the truth. An inventor, whether it be an individual 
or firm, is not asking for anything to which he is not entitled. The real ques- 
tion is whether the Government is entitled to, or has any legitimate right to 
require that the inventions covered by section 305 of the Space Act should vest 
in the Space Administrator. Believing as I do that the Government has no 
right whatsoever to expect to receive title to such inventions and certainly has 
no need therefor, the other aspects of the problem merely support the view 
that section 305 was ill-advised and highly detrimental not only to the Amer- 
ican way of life, but also to the accomplishment of the objectives of the Space 
Act of 1958. 

In the expenditure of public funds, it is the duty of the contracting officer to 
secure for the Government its money’s worth. Almost all contracts are for 
equipment of one type or another to accomplish a certain objective. It is a rare 
case when this equipment is not based, in part at least, on previous products 
produced by the particular contractor. The research and development involved 
is that required to take an existing product or concept and improve it so that 
the new product will be satisfactory to meet the mission assigned to it. This 
is far different from a contract for pure basic research work. NASA receives 
its full measure of consideration by delivery of the equipment purchased, and if 
only modifications or improvements over existing models have been involved 
which do not rise to the dignity of inventions, the Government is fully satisfied, 
and rightfully so, by delivery of the products which were the subject matter 
of the contract. This is no different than what happens in industry every day. 
If a company needs a product to perform a specific assignment and no such 
product is in existence, it will normally turn to another organization which, by 
virtue of its business, is in the best position to work out the problems attendant 
to the making of such new products. Industry does not demand, however, that 
the vendor pass title to him of all improvements made during the course of this 
contract, nor would the vendor be willing to transmit title to such improvements 
unless they too were the subject matter of the contract and a special considera- 
tion paid therefor. 

The Space Administrator, however, has been placed by law in the peculiar 
position where he must take title to an improvement which has been made by the 
contractor in order to further performance of the contract, although, of course, 
he may grant a waiver back in his discretion. The Administrator is, by law, 
required to get something to which he is not entitled; something which, in many 
cases, is of great value to the inventor. The purposes of the contract have 
been fulfilled by delivery of the equipment and no special consideration has been 
given for rights to inventions or rights which are inherent in the manufacture 
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of the item. The Government has no right whatsoever to demand title to these 
rights, and yet by law such rights vest in the Administrator. The public pur. 
poses have been duly served by performance of the contract by the contractor: 
the public has no right to expect additional benefits not paid for by it any more 
than it has the right to expect the transfer of title of tooling which has beep 
used by the contractor to make the product. 

As I have said before, inventions are merely byproducts of procurement. An 
invention is merely a mechanical way of doing something that no one hag 
thought of before, or a method of doing something which is new and novel. It 
comes about because an engineer finds he cannot meet a problem using knowj 
mechanics or methods. Therefore, if he does a good enough job he makes ay 
invention. 

The only difference between an engineer doing an excellent job and a lawyer 
drafting an exceptionally fine document is that our patent system permits the 
engineer to obtain exclusive rights to use his idea for 17 years. An invention js 
not made for its own sake, but only as an instrument to assist in achieving an 
objective. Furthermore, many other things are necessary as well in order to 
accomplish the objective. An invention reflects a good idea which assists jp 
making a product to achieve a specific result, and should be viewed in its true 
light and in proper perspective. Treatment of these byproducts should be 
equitable and fair and should not be such as to interfere with the progress of the 
entire program. 

Can it be said that the Government needs title to these inventions? The an. 
swer is vigorously “No.” Contracting officers uniformly secure a royalty-free, 
nonexclusive license for governmental purposes to improvements and inventions 
which have been developed under Government sponsorship. This is more than 
enough to fully protect every public need. It permits the Government to place 
contracts elsewhere for equipment utilizing inventions which are developed in 
connection with research and development type contracts, and permits the Goy- 
ernment to purchase such products from others without the payment of royalties 
to the inventor. It is noted that this right is ordinarily confined to governmental 
purposes, which is all that the Government should legitimately require. The 
Government does not need title in order to keep secret any invention essential 
to our national defense. The secrecy provisions of the Patent Office already 
provide fully for this contingency. Nor is there any other area such as inspec 
tion of the product or repair and overhaul, or otherwise, in which title to in- 
ventions is of the slightest value. 

The needs of the Space Administrator in connection with his purchases in the 
space field are no different than those of the Department of Defense or other 
agencies of the Government in connection with procurement in other fields. As 
a matter of fact, there is considerable overlapping of actual products with the 
FAA and the Department of Defense, and although space problems seem very 
mysterious and special at this time, I am sure the conquest of space poses no 
greater problem today than conquest of the air posed 50 years ago. Within the 
last 20 years also, two other fields of mystery have turned commonplace ; one of 
these is the miracle of television and the other is nuclear energy. It does not 


appear that passage of title to the Government in connection with television in | 
ventions was necessary in order to promote vigorous development. On the other | 


hand, there has been much discussion as to the possibility of greater advancement 
in the nuclear energy field had not development in this field been stifled through 
the mediums of a Government monopoly. 

Problems incident to space will, in all probability, be as commonplace 20 years 
hence as are matters pertaining to flight in air today. We believe it to be ger 
erally recognized that space activities should not call for any different treatment 
than any other field of endeavor. Section 305 of the act, of course, provides that 
any invention made in connection with any NASA contract shall vest in the 
Government. This is true irrespective of whether the contract is for a pencil, 
chair, motor, camera, or a sophisticated mechanism designed to operate in the 
vacuum beyond the earth’s atmosphere. This is true irrespective of whether 
the contract is one considered to be of a research and development type, o 
whether it is merely for the production of a standard item. The only require 
ment is that an employee working on the contract make the invention. 

If the Government has not paid for title to invention rights in connection 
with the procurement of new products to be utilized by the Space Administrt 
tion, it follows that the Government has certainly not paid for title to an inve 
tion made by a contractor during the course of performance of a standard-tyr 
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product. We believe it to be absolutely clear that even in research and develop- 
ment type contracts, the Government is only legitimately entitled to the product 
developed and that the passage of title to the rights inherent in the manufacture 
of such product is absolutely unwarranted. 

As mentioned before, it is the practice of contracting officers to negotiate for a 
royalty-free, nonexclusive license and this is more than adequate. The inventing 
contractor has every right in law and equity to expect to retain the basic rights 
to improvements, developments, modifications, and inventions made by him in 
order to assist in the full performance of his contract. NASA has not paid for 
all of the years of experience of the engineers who will work on any specific 
contract, nor will NASA assume responsibility for the payment of the salaries 
of such engineers or the payment of a company’s overhead upon completion of 
the contract. NASA or any Government agency, or any purchaser for that 
matter, who compensates an individual or firm for the time spent actually work- 
ing on a program is entitled only to the full use of products resulting therefrom 
and not to the inherent right to developments made during the course of that 
contract, which become a part of the background and experience and business 
assets of the contracting party. It is absolutely wrong for the Government to 
demand title to these inherent rights by law. 

This is all the more true when it is realized that no Government contract is 
awarded out of the beneficence of a contracting officer’s heart, but only after 
securing competition and quotations from various individuals or firms, and the 
award of contract is based upon ability to perform, price, delivery schedule, and 
other factors pertinent in determining whether the public is getting the most 
for the dollars spent. This procedure is quite different from England and Japan, 
for example, where the Government places its blessing upon certain firms for 
particular products and will not support competing individuals or firms. 

Although, legally speaking, there is consideration in NASA contracts for 

ge of title to inventions because of compensation being paid for the product 
itself, nevertheless from an equity standpoint it is tantamount to the taking of 
property without due process of law because Government contracting officers 
invariably compute compensation to be paid to the contractor upon the actual 
expenditure of funds by a contractor to produce the item called for by the 
contract, and the only reason NASA can place contracts at all under these 
circumstances is because some of the sums of money available for expenditure 
are quite large and if the better qualified firms will not make a bid on any 
particular project there will always be someone willing to accept Government 
money to build up a capacity in any particular field. 

Looking at this matter in its true perspective, we see inventions as the by- 
products of procurement, which are of little or no value to the Government but 
of tremendous value to the inventing contractor, as being the rights involved. 
Others have pointed out the dangers and the ineffectiveness of taking ideas and 
inventions and transmitting title to others who are not in the business of the 
inventing contractor, particularly the Government. It is well known that the 
inventor, whether he be an individual or firm, is best equipped to promote his 
own ideas. When he makes an invention he incorporates it into his product 
line; this protects him in the establishment and maintenance of his product 
line, and because he originated the inventions and improvements inherent 
therein. he considers them to be of great importance in his overall activities. 
What’s more, he is entitled, as a matter of right, to retain these rights in order 
to strengthen his business in our American economy and to provide the basis 
for him to build and improve his position. Much is said of “key inventions” 
that might stop others from pursuing space objectives. So far no one has 
been able to point to any such invention and many distinguished patent practi- 
tiers have given thought to the matter. Experience has shown that once 
something is accomplished, others will find a way, and usually a better way. 
This is, in essence, is of the incentive provided by the American patent system. 
Now is not the time to take a step backward and stifle inventions made during 
the course of contracts with NASA by relegating them to the inefficiency and 
obscurity of semisocialization. It takes courage to rely on our system of free 
enterprise and to know that advancement in space science will come about as 
surely as it has in other fields by the application of traditional concepts. We 
are confident that failure to have the courage will result in mediocre progress 
in the space field. 

We recognize that section 305 was passed by Congress last year. It is basically 
wrong and no amount of experience will make it right. We are further con- 
vinced that the more experience gained under this law, the more damage will 
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be done to our space program, and at such time as we can definitely point to 
the damage, our space program will be so irretrievably behind that it will be 
possibly too late to rectify the situation. Congress now has an opportunity to 
reestablish the space and aeronautical program of NASA on a sound and sensible 
basis. Section 305 should be repealed, and, if legislation on this subject is 
deemed desirable, it should be such as to permit contracting officers to negotiate 
for equitable contracts, taking into account the circumstances of the individug) 
procurement. Section 306, being based on rewards to be granted through the 
beneficence of the Administrator is ineffective and useless. It reflects ‘jy, 
tower” thinking and is of no practical value in promoting the objectives of the 
legislation. 

I would like to express my sincere appreciation to the committee and the 
staff for the attention accorded to me during the hearings, and to say that ] 


am sincerely impressed with the apparent desire of both the members of the 
committee and the staff to fully understand the problems involved. 
Sincerely yours, 
C. W. Jr., 
Corporation Counsel, 
_ Mr. Mrrenerx. Mr. Lane, I believe that you wanted at this point 
in the record to file a statement. 
_ Mr. Lane. Yes, I do. And I would like to make a short statement 
if I might. 


STATEMENT OF WILLIAM R. LANE, PATENT COUNSEL, NORTH 
AMERICAN AVIATION, INC., LOS ANGELES, CALIF., ON BEHALF 
OF THE LOS ANGELES PATENT LAW ASSOCIATION 


Mr. Lane. This statement is filed on behalf of the Los Angeles Pat- 
ent Law Association. The Los Angeles Patent Law Association has 
approximately 200 members and the number of clients that they have 
is a trade secret, but nevertheless they have many clients in the air- 
craft field and the accessory field, aeronautical field. 

Now, in advising their clients, many of whom comprise small busi- 
ness and individual inventors, it is necessary for them to advise as to 
the effect of section 305 and it is the general consensus of the members 
of our association that there will be many, many inventors and small 
business turn away from NASA contracts because of section 305. 

Now, this has been set forth in our statement which we would like 
to file and which we would appreciate it if you gentlemen would go 
over it. 

The position of the Los Angeles Patent Law Association is very 
much the same position that the Aerospace Industries Association 
has taken and for very much the same reasons. 

The one thing that we do not have are people who refuse contracts. 
We probably could get the names and numbers. People are reluctant 
to say that they refused to do business with the Government. They 
just turn away from the Government and go to other fields of en- 
deavor. That is the thing that we think will happen, particularly 
with the small people who have to live contract by contract and day 
to day and who do not have a backlog of work that they can depend 
upon to keep on living. 

I appreciate this opportunity to put this statement in the record. 

Mr. Mircuety. Thank you very much, Mr. Lane, for your statement. 
And if there is no objection the statement in behalf of the Los Angeles 
Patent Law Association will be filed and made a part of the record. 

Mr. Lane. Thank you. 
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(The document referred to is as follows :) 


PATENT LAW ASSOCIATION OF LOS ANGELES, 
November 24, 1959. 
Hon. ErwIN MITCHELL, 
Chairman, Subcommittee to Review Section 305 of the Space Act, House 
Committee on Science and Aeronautics, Washington, D.C. 


My Dear Sir: The Los Angeles Patent Law Association, on behalf of its 
members and their clients, many of whom comprise small businesses and individ- 
yal inventors, is pleased to have this opportunity to voice its objections to sec- 
tion 305 and 306 of the Space Act. As pointed out in our letter to you dated 
September 29, 1959, sections 305 and 306 are “undesirable in the extreme.” A 
copy of the report of our legislative committee on these sections was forwarded 
with our communication to support our conclusions. It is requested that this 
report, an additional copy of which is attached, be recorded and considered by 
your committee in its deliberations in this matter. Our position may be sum- 
marized as follows: 

It is understood that most of the Government-sponsored research and develop- 
ment work in aeronautics has been conducted by the Department of Defense 
and that the policy of the Department of Defense is to obtain a nonexclusive, 
royalty-free license for the Government in inventions emanating from such work. 
Since it is well established that a nonexclusive license is sufficient for govern- 
mental needs, the main issue is whether the Government should own and ad- 
minister commercial rights in patents. 

Government ownership eviscerates patents. The Government has never sued 
for patent infringement and it is possible that they may not legally do so. 
Failure to sue infringers places patents in the category of publications. This 
is repugnant to one of the intents of the patent laws which is the right of ex- 
clusivity to encourage the use of risk capital to place new products on the mar- 
ket in competition with existing products. 

Sections 305 and 306 place a great administrative burden on patent owners 
and the Government without any apparent benefit to the public. Section 305, in 
particular, is broad and sweeping and is replete with costly administrative 
problems and litigation possibilities. 

There is no apparent need for Government control of the commercial rights 
in inventions. Science and industry have flourished in the United States under 
the competition provided by the patent laws. Tampering with these laws could 
well disrupt our free enterprise system of doing business so as to retard progress 
in the fields of arts and sciences covered by the Space Act. 

The cooperation between the Government and industry which has maintained 
U.S. leadership in aeronautics for many years could well be destroyed by sec- 
tion 305. This is particularly so where commercial rights in patents may be 
jeopardized on account of being “related” to Government contracts. 

It is recommended that sections 305 and 306 of the Space Act be repealed and 
replaced with a provision whereby title to inventions remains with the develop- 
ing contractor, with a royalty-free license to the Government. Such a provision 
will continue the policy which generally has been followed in the aeronautical 
field for many years. This policy best serves the public interests by providing 
incentives for continued development in the aeronautical field. At the same 
time, commercial rights in resulting inventions are left with private industry 
which, it is maintained, is in the best position to make the benefits thereof avail- 
able to the public. 

Yours very truly, 
M. Otts, President. 


REPoRT OF THE LEGISLATIVE COMMITTEE OF THE Los ANGELES PATENT Law Asso- 
CIATION CONCERNING SECTIONS 305 AND 306 OF THE Space AcT 


The requirement of the Space Act that the Government take title to patents 
brings into focus the problem of Government ownership or control of commercial 
rights in patents. 

Use of patents by or for the Government for governmental purposes is not 
primarily involved since the Government’s interests appear to be adequately 
protected by the act of 1910, as amended (28 U.S.C. 1498), and the present policy 
of Government departments to obtain at least a nonexclusive royalty-free license 
ee emanating from research and development work paid for by the 

vernment. 


| 

be 
to 
| 
ate 
ual 
the 
ory 
the 
the 
tI 
the 
int 
nt | 
TH 
IF 
at- 
has 
uve 
\ir- 
Isi- 
to 
ers 
all 
ike 
| 
jon 
cts. 
ant | 
hey 
en- 
rly 
end | 
| 
ent. 
eles 
ord. 


270 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


We were astounded to learn that sections 305 and 306 were included in the 
Space Act without public hearings and against the advice and protests of thoge 
individuals and associations who learned of their proposed inclusion. Apparently 
they were included upon the recommendations of staff personnel employed to 
assist the congressional committees involved. The advice of Donald A. Quarles, 
who was then Deputy Secretary of Defense, the American Patent Law Assoeig. 
tion and others in favor of adoption of the policy set forth in the Department 
of Defense armed services procurement was ignored. 

In attempting to find the rationale for sections 305 and 306, we have studieg 
the Attorney General’s reports and recommendations of 1947 and 1956. Ip 
particular, reference is made to the three-volume report and recommendations 
of the Attorney General to the President entitled: “An Investigation of Goverp. 
ment Patent Practices and Policies” and published by the U.S. Government Print. 
ing Office in 1947. Reference is also made to the report of the Attorney Genera) 
dated November 9, 1956, pursuant to section 708(e) of the Defense Production 
Act of 1950, as amended. No doubt, these reports and recommendations are 
available to you. Also, we have again reviewed the Atomic Energy Act of 1946, 
as amended in 1954. Sections 305 and 306 appear to be patterned along the 
lines of the patent provisions contained in these acts. 

With respect to the Attorney General’s report, attention is invited to the 
following communications adVising against the type of policy recommended 
therein and supporting the contract policy presently followed by the Department 
of Defense: 

Recommendations of the President’s Aviation Committee of January ], 
1935, and the President’s Air Policy Commission of March 1, 1948. 

Letter dated January 27, 1947, to the President from Kenneth C. Royall, 
Acting Secretary of War. 

Letters dated September 24, 1945, and November 2, 1945, to the Honorable 
John F. Sonnett from Robert P. Patterson, Under Secretary of War and 
Vannevar Bush, Director of the Office of Scientific Research and Develop. 
ment, respectively. 

Reference is also made to an article in the Saturday Evening Post of June 9, 
1951, by Capt. George N. Robillard, Assistant Chief of Research and Patent 
Counsel for the U.S. Navy, in which he states “America must invent or die” 
This article, written by a career officer of many years experience in research 
and patents, refers to the report of the Attorney General as being that of 
“bright young lawyers.” The article further points out that although the 
British have adopted an award system for inventors, they “don’t tamper with 
the existing legal and patent system.” 

The excuse for the patent provisions in the Atomic Energy Act was thata 
new science was being sponsored and paid for by the Government and that secu 
rity and international problems required Government control. However, a book 
entitled “The Control of Atomic Energy: A Study of Its Social, Economic, and 
Political Implications,’ by James R. Newman and Byron S. Miller (McGraw- 
Hill Book Co., 1948) contains the following: ‘The field of atomic energy is made 
an island of socialism in the midst of a free enterprise economy.” Newman and 
Miller were counsel and member of the staff, respectively, of the Senate Special 
Committee on Atomic Energy which drafted the Atomic Energy Act of 1946. 

Insofar as the patent laws on atomic energy are concerned, it is noted that 
the Patent Advisory Panel to the Atomic Energy Commission agree that, wher- 
ever possible, the patent policy of atomic energy legislation be brought into 
harmony with the general patent law as rapidly as is practicable. See page 27 
of the report of the Joint Committee on Atomic Energy, volume 1, March 1959. 

Coming now to the patent provisions of the Space Act, attention is invited to 
the whimsical analysis of sections 305 and 306 by Elmer J. Gorn entitled “A Flight 
Into Space With Patents.” Mr. Gorn testified against the inclusion of provisions 
such as these in the Space Act. His analysis which has been widely published 
is attached as a representative reaction to these sections. 

Before adding our comments, it may be Well to note that the act covers “air 
craft, missiles, satellites, and other space vehicles, manned and unmanned, to 
gether with related equipment, devices, components, and parts,” and that space 
activities under the act includes “research into, and the solution of, problems 
of flight within and without the earth’s atmosphere.” It is also noted that a 
contract with NASA for the purpose of determining rights in patents is defined 
as “any actual or proposed contract, agreement, understanding, or other arrange 
ment, and includes any assignment, substitution of parties, or subcontract ex 
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ecuted or entered into thereunder.” Thus it is seen that the act broadly covers 
a well established aircraft industry as well as related industries and practically 
all activities thereunder. Section 305 also contains broad requirements for 
reporting inventions and for furnishing information by way of affidavits to es- 
tablish that the Government does not have title to any invention within the 
scope of the act. 

The question appears to boil down to whether or not Government ownership 
or control of the commercial rights in patents and the extensive effort necessary 
for inquiring into their ownership to fulfill the requirements of the Space Act 
is beneficial to the public and the taxpayers. It is our considered opinion that 
it will not be beneficial, but on the contrary, will be quite harmful. 

The practice of leaving commercial rights in patents emanating from Govern- 
ment contracts with contractors could well appear inequitable to the uninitiated. 
However, to assure attainment of objectives and maximum results from the 
expenditure of the taxpayers’ dollar, there is a natural tendency to place re- 
search and development work with contractors having background knowledge 
and experience in the field of the particular research or development. Research 
and development work so selectively placed taps the entire industrial program 
of American industry, including privately conducted research and development. 
It makes vast fields of knowledge and experience of industry available to the 
Government through research and development contracts. Contractors have 
accepted the practice of granting the Government a nonexclusive royalty-free 
license for Government purposes in all inventions emanating from such research 
and development work. However, to give up commercial rights in these inven- 
tions or to make such commercial rights available to others without remunera- 
tion would require a reassessment of the values obtainable from research and 
development contracts with the Government. Contractors may find it necessary 
to refuse research and development contracts or isolate their privately conducted 
research and development work from Government contracts in order to prevent 
loss of commercial rights. Quite obviously, such a practice could be harmful to 
the results that would normally be expected. 

It would be most difficult for the Government to administer commercial rights 
in patents. The basic purpose of a patent is to encourage the investment of risk 
capital to bring a new product on the market in competition with existing prod- 
ucts. The temporary right of exclusivity of the patent protects the product and 
enables it to become established. The new product gives to the public something 
that it did not previously have the opportunity of enjoying. Nevertheless the 
public, by buying it or refusing to buy it, determines whether or not it will sur- 
vive in the open market. It should enjoy a temporary exclusivity under the 
patent to enable the investor to recoup his expenditures in developing and mar- 
keting the new product as a commercial item and to gain a profit for his efforts. 
This requires bringing suit against infringers in proper instances. 

Consderable business acumen is necessary to forecast that a new product will 
be able to compete in the open commercial market. The developer of the item 
normally is in the best position to make necessary business decisions in this 
regard and to determine if the probable return is worth the risk; also, if infringe- 
ment suits should be brought and under what circumstances. It is submitted 
that Government ownership or control of patents as proposed by the Space Act 
would not permit timely decisions to be made in this regard. In other words, 
the patents in question being administered by a Government agency would be- 
come embroiled in the problems herein mentioned to the extent that day to day 
business decisions made by business people concerning patents would be impos: 
sible to obtain. 

In the absence of bringing suit against infringers the patent would be sterile 
and of no benefit since risk capital would not be available to put the item covered 
thereby on the market. The same effect would be obtained if the Government 
would adopt the policy of granting nonexclusive licenses to all comers. Even if 
the Government did not adopt a policy of granting exclusive licenses and suing 
infringers, it would be most difficult for any Government agency to select the 
exclusive licensee. Not the least of the resulting problems would be the diffi- 
culty of avoiding political favor in the granting of any such license or in the 
bringing of suit against infringers. 

Section 305 places a great administrative burden on owners of patents which 
fall within the scope of the Space Act. It will be necessary to keep meticulous 
Ttecords and to carefully follow each invention, discovery, improvement, and in- 
novation to determine its relationship to a contract as broadly defined in the 
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act. All this information must be furnished to the Government in such a manner | 


as to convince the Government that they do not have title to the invention. 

the absence of a proper showing, the patent owner can expect to be faced with 
expensive proceedings in which he will pit his resources against those of the 
Government. It is respectfully submitted that this could well constitute an 
unconscionable burden not only on the patent owner but also on the Government. 

In the absence of a final determination of rights, any patent in this field may 
have a cloud over it for a period of 5 years, during which time the Governmen 
may assert rights therein. Quite obviously, risk capital will be very cautionsly 
employed under these circumstances in view of the possibility that once a product 
is established on the commercial market, a controversy may arise with the 
Government over ownership of the patent. 

Since the act makes reference to the desirability of participation of small bugi- 
ness in space activities, it may be well to point out that small business and ingj. 
vidual inventors are particularly dependent upon patents to protect their prod. 
ucts. Also, the patent provisions of the Space Act would apply to them as syp. 
contractors to Government prime contractors as well as when they are prime 
contractors. 

Officials of the National Aeronautics and Space Administration appear to be 
cognizant of the stringent patent provisions of the Space Act and difficulties 
that may be experienced in their administration. At the annual Government. 
industry dinner on March 19, 1959, Dr. T. Keith Glennan, Administrator of 
the Agency, noted that the patent provisions could be detrimental to the kind of 
cooperation needed from industry if joint efforts of industry and the Government 
are to go forth with effectiveness and urgency. Dr. Glennan also pointed out 
that the patent provisions of the Space Act are law and cannot be ignored, 
Quite obviously, officials of the Space Agency cannot be criticized for carrying 
out the requirements of the law. In fact, the Space Agency is to be compli. 
mented on the manner in which it has attempted to make the patent provisions 
of the Space Act workable. However, a review of the patent clauses proposed 
for use in NASA contracts, as published in the Federal Register May 5, 1959, 
and the proposed waiver provisions as published in the Federal Register on 
March 5, 1959, strongly indicates the undesirability of section 305 and operations 
required thereunder. 

Our clients doubtless are typically representative of inventors and business 
people throughout the United States. However, since aeronautics and aero- 
nautical equipment is a major industry in this part of the country, practically 
all of our clients are concerned with the mentioned patent provisions. Many of 
them have been asked to furnish affidavits under section 305 in respect of inven- 
tions made years before the act was passed. They had not anticipated that the 
Government would pass any such legislation and records of the type required by 
the Government quite obviously are most difficult to obtain. Further, they are 


alarmed that the Government would attempt to take title to their inventions | 


under these circumstances and are quite apprehensive as to their present and 
future inventions in this field. In fact, the contract clauses, waiver provisions 
and affidavits referred to have clearly brought to the attention of our clients the 
danger that they may no longer have the protection of the patent laws in the 
commercial marketing of products in this field and that they must now look to 
a benevolent Government for protection rather than to the rights provided in 
our Constitution. 

The proposed award system under section 306 is an inadequate substitute for 
the patent statutes in the area of this discussion. It is not believed that an 
astute businessman would risk an investment to bring a new product on the 
market in the hope of an award under section 306. In fact, as herein pointed 
out, he probably would not put the product on the market in the first place if 
the Government owned the patent and patent protection were needed to assure 
survival of the product covered thereby. 

It may be noted that the Department of Health, Education, and Welfare has 
abandoned its policy of controlling patents developed by contractors working 
under Government research contracts. Their new policy may be found in the 
Patent, Trademark, and Copyright Weekly Report, Bureau of National Affairs, 
Inc., of September 8, 1958, pages V and VI, and is quoted below: 

“The policy permits an industry to patent and sell drugs or other chemical 
agents developed under Government contract research work. The Surgeon 
General of the Public Health Service would have authority to license other 
manufacturers to produce the agents only if he found it necessary in the publi 
interest.” 
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We strongly recommend that action be initiated immediately to delete sections 
305 and 306 from the Space Act. If a section on patents is required, it is 
recommended that the policy followed by the Department of Defense on patents 
pe incorporated therein in lieu of sections 305 and 306. If this action is not 
taken, it is believed that research and development and progress in this field 
will be seriously retarded. Unfortunately, such retardation may not be apparent 
yntil serious consequences have resulted. 

In summary, we believe that the progress obtained under our established 
patent system and the realistic administrative policies of the Department of 
Defense is a much better guide for the future than the theoretical and relatively 
untried experiment in patents as provided in the Space Act. 

May 18, 1959. 

Enclosures : 

(1) Recommendations of the President’s Aviation Committee of January 
1, 1935. 

(2) Report of the President’s Air Policy Commission of March 1, 1948. 

(3) Letter (with enclosures) dated January 27, 1947, to the President 
from Kenneth C. Royall, Acting Secretary of War. 

(4) A Flight Into Space With Patents, by Elmer J. Gorn. 


ENCLOSURE 1 


ExcerPT FroM RECOMMENDATIONS OF THE PRESIDENT’S AVIATION COMMITTEE OF 
JANUARY 1, 1935 (S. Doc. No. 15, 74TH Cone., Ist SEss.) 


** * thus set up seems to us little less than disastrous to the orderly develop- 
ment of the best possible equipment for American air forces. That is perhaps 
adequately apparent from all that we have said here and much that we have yet 
to say under other headings of this division of our report. 

The Secretary of War, in a rejoinder to the Comptroller General, has made 
evident both his disagreement with such an interpretation of the law and his 
denial of the Comptroller General’s authority to pass upon the matter. When 
such high authorities disagree, the need for legislative clarification is obvious. 

In contrast with our own present practice is that of European governments, 
When the British or French Government has felt it expedient, as has frequently 
happened, that an order for airplanes be given elsewhere than to the originator 
or that a large contract be split between the originator of the type and some 
other manufacturer, it is our understanding that it has been the uniform rule 
to require the designated builders to pay royalties to the original designer. 
The royalties in some cases have been a flat 5 percent, in others on a sliding 
scale from 10 percent on the first machines down to 2 percent on the last sec- 
tions of a large order. 

We feel the arguments against any transfer of design from one manufacturer 
to another to be so strong that they should only be overruled in the most serious 
cases, aS when the originator is already overloaded with work or when the 
order to be placed is too large and delivery too urgent for the whole responsibility 
to be left with one factory. We do, however, recognize that such exceptions to 
the general rule will arise. It is extremely difficult to deal with them by law 
in terms of a recognition of design right, for a design is a somewhat impalpable 
concept and it is often hard to say exactly whether or not the designer’s original 
idea was plagiarized by a competitor. The drawings and specifications that 
are the physical embodiment of the design, however, are perfectly tangible. We 
recommend that the War and Navy Departments should require that drawings 
and other material pertaining to the design of an aircraft should be furnished 
with the aircraft for purposes of maintenance work and for the information of 
the Department only. If they are transmitted to, or additional copies required 
for, any other manufacturer for his use in duplicating the type, we recommend 
that the designer should be remunerated by payment of a moderate royalty on 
all machines built with the help of his material. 

(69) The attempt to introduce a standard catchall patent-license clause 
into all developmental contracts for aircraft and aeronautical material 
should be abandoned. Reproduction rights on patentable inventions should 
accrue to the Government in connection with a developmental contract for 
purchase of an article embodying the inventions only in case the contractor 
is engaged to conduct a specific experimental development under govern- 
mental direction. 
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For several years it has been the practice for the Army and Navy to include 
in contracts for aeronautical material certain paragraphs relative to the rights 
of the Government under any inventions resulting from or incident to the exeep. 
tion of the contract. There appears to have been a disposition to increase 
scope of these clauses and the rights accruing to the Government thereunder 
and the clause now used by the Army reads: 4 


“ARTICLE 24. License Rights—j(1) The Contractor agrees to grant and by | 


the execution of this contract does grant, sell, and convey to the Governmey 
for the consideration set forth above and without additional cost, a nonexclusj 


irrevocable right and license to utilize for all governmental purposes, and to | 


practice and cause to be practiced any and all discoveries, inventions, improye. 
ments, and suggestions heretofore and/or hereafter made, perfected, devised, 
and/or acquired by the Contractor, its representatives, employees or other 
cooperatives and incorporated in the construction of the airplanes called for 
which discoveries, inventions, improvements and/or suggestions are and/or were 
wholly or in part developed, perfected, and/or reduced to practice with the 
aid and/or cooperation of the Government or of Government personnel, and/or 
by the Contractor to meet explicit Governmental requirements. 

“(2) The license herein granted includes the right of the Government to make, 
have made, use, and sell for Governmental purposes any and all devices, and 
articles, and things made, perfected, and/or devised in the manner hereinbe 
fore set forth and incorporated in the airplanes called for as aforesaid, but 
does not transfer to the Government any right or license in and to any process 
patents, shop practice, and/or manufacturing methods held or acquired by the 
Contractor. 

“(3) The right and license herein conveyed shall extend throughout the 
United States, its territories and all foreign countries and shall remain ip 
full force and effect during the full term of patent and/or other rights held by 
the Contractor and relating to the devices, articles and/or things hereinbefore 
referred to.” 

It will be observed that this takes in a very wide extent of territory. 

In deciding what policy the Government should follow in such a matter as 
this there are no abstract principles of equity that can or should apply. The 
Government as a free contracting agent can suggest any terms that its officers 
elect, and if the other party to the projected contract does not care for the 
terms, he can decline to accept them. The matter has to be regarded then not 
in terms of right or wrong, of fairness or unfairness, but solely of the ultimate 
best interest of the Government. 

Plainly the immediate interest of the Government is best served by requiring 
an assignment of far-reaching rights under all patents upon which the Govern. 
ment can by any device lay a hand. The immediate interest lies in having all 
inventions available to be used by all constructors of aircraft or other equip- 
ment, and in avoiding any obligation upon the Government to pay royalties. 

But the immediate interest is not necessarily the ultimate one. The ultimate 
interest of the Government as a purchaser of military and naval aircraft re 
quires that there be a manufacturing industry of some strength and stability, 
and especially that the industry maintain suitable engineering and research 
organizations and that it remain constantly alert to the possibility of technical 
improvement or invention. We do not believe that that purpose can best be served 
by the application of a fixed rule which in effect takes away a large proportion 
of the value of very nearly every invention which a contractor may introduce 
into a military aircraft. 

As we have remarked elsewhere (p. 173), the Congress, in the Air Corps Act 
of 1926, traveled a substantial distance toward recognition of the principle of 
a continuing right of the originator in an aeronautical design, even though the 
design had taken form under the spur of a proffered Government contract. It 
seems a striking anomaly that the War and Navy Departments should have 
before them the evidence of the congressional desire to give a substantial amount 
of respect to the right of the originator in designs, even though of a totally 
unpatentable nature and therefore without any normal standing in law, and 
should at the same time be introducing into contracts provisions which force 
the contractor to surrender much, if not all, of the value of his property ina 
patented invention. Since a large proportion of the inventions made in the 
course of the development of military aircraft are of such a nature as to have 
little or no commercial application, the acquisition of a general license by the 
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Government in such a case is almost equivalent to a transfer of the ownership 
he patent. 

¢* jeg have studied this question it has seemed to us plain that there is no 
standardized rule which can be applied with equal propriety in all cases. Devel- 
opment contracts are of many types, and so are inventions. At the one extreme 
js the case of a desire conceived by a Government department to improve, for 
example, the efficiency of the cooling mechanism in an engine. A particular 
engine builder may be selected, and given a contract to try a great number of 
alternative forms and devices and to tabulate the results to see what is best. 
The work may be entirely under governmental guidance and carried on in strict 
accordance with the ideas of governmental personnel, and manifestly the Govern- 
ment and other manufacturers working for the Government should have a right 
to the free use of whatever is learned. On the other hand, a manufacturer may 
come to a Government official and indicate that he has the germ of an idea 
which he thinks would lead to substantial improvement in aircraft performance 
and which he would like to incorporate in an airplane if the Government will 
advance the funds for the purpose and take the succeeding trials in hand. In 
that event, a rule that the originator’s right in the development should be in 
large part extinguished as a result of his dealing with the Government is likely 
merely to destroy his enthusiasm for the undertaking and perhaps to withhold 
the invention from immediate reduction to practice on any terms, and it does 
not appear to be in the ultimate interest of the Army and Navy in their search 
for constant improvement in their aircraft. There are cases of inventions made 
either by happy inspiration or as the final result of long study by a manu- 
facturer’s engineering staff and incorporated in an experimental airplane for 
which the contract had already been let before the invention was conceived. 
This, again, is a different case and calls for different treatment. Still different 
is the specific contract to develop a new type of mechanism, such as a bomb- 
sight, in connection with which all expenses of repeated trial are borne by the 
Government. Invention is expected and in fact necessary to the performance 
of the contract in such a case, and the contractor must have in some measure 
the status of an employee of the Government. We cannot see that any such 
analogy to the employer-and-employee relationship exists in the case of the 
construction of a new aircraft, for example, to the contractor’s own design. 

In general, it seems to us quite impossible to arrive at a fixed rule applicable 
to all contracts. The general policy which we suggest for guidance is that 
developmental work, where a series of experimental products are being made 
and tested with the deliberate purpose of discovering a means of effecting a 
certain type of improvement and where the direction of search is specified by 
governmental personnel, may well continue to carry a clause transferring a 
general license to the Government and to all its contractors. Where, on the 
other hand, the contract is for the construction of a definite product, either one 
of fundamentally new order made in accordance with the manufacturer’s ideas 
submitted by him to the Government or simply a new design for some article of 
regular use such aS a complete airplane, any inventions introduced in the course 
of the work should remain the property of the manufacturer, and subject only to 
his obligation to allow their use by others upon payment of a fair royalty. 

In particular, we do not consider that a contract to build an experimental air- 
craft should convey to the Government any title in, or any special rights under, 
any inventions made by the contractor or his employees which may be embodied 
in the machine. 

If the manufacturer concerned be a subscriber to a cross-license agreement 
that includes virtually the whole industry and places its operations under some 
degree of governmental supervision, the matter of fair royalty will take care of 
itself. If on the other hand the contractor concerned should not be a member of 
such an association, it should be provided that the royalty to be payable on 
account of future use of his inventions by other manufacturers for the Govern- 
ment should be determined either by arbitration or (as we recommend) by 
submission to a permanent commission (p. 243). A cross-license agreement to 
permit of a general use of all inventions originating in the aircraft industry 
on terms of reasonable royalty already exists with respect to aircraft patents, 
and we discuss it elsewhere (p. 219). If the change of policy which we urgently 
recommend is to be made in this matter of patent license claims on the part of 
the Government, it would be very desirable that a cross-license agreement should 


be set up for patents bearing on engines as well as for those pertaining to air- 
craft structures. 
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(70) Existing provisions of law should be amended as necessary to allow 
direct suit (but not injunctive procedure) against a manufacturer all] 
to be infringing a patent in connection with work done by him for the Feq. 
eral Government. 
Among the provisions of the wartime Patent Act (of July 1, 1918) is one that 


prescribes a suit in the Court of Claims against the Government as the sole | 


remedy of a patentee whose patent may be infringed in connection with work 


done for the Government. To protect against the necessity of making payments | 
of awards under such proceedings, the War and Navy Departments have adopted _ 
the practice of requiring all contractors to save the Government harmless in any 


patent-infringement cases. The result is that the contractor finds himself pe 
sponsible for the outcome of a suit in the defense of which he is not a party 
and in which he has no legally assured right to participate in the preparation 
thereof, and obligated to pay in full any award or damages rendered against the 
Government. The patent owner, on the other hand, is put in the position of 
having to adopt a remedy tedious in the extreme; and, if he be himself a builder 
of military aircraft, as is frequently the case, he has to assume the additiona] 
moral risk of bringing suit against his only customer. 

This seems to us inequitable, discouraging to invention, and by no means q 
necessary protection of any Government interest. In time of war, where it js 
inconceivable that any obstacle should be raised that will cause even a moment's 
hesitation in the process of procuring military supplies, such a stipulation would 
no doubt be quite reasonable. In peace we cannot persuade ourselves that it is 
either reasonable or necessary. We accordingly recommend that the law be 
changed to allow direct suit against infringers of patents on Government cop. 
tracts, surrounding the amendment with such stipulations as may be ne 
to insure against the holding up of governmental work or the prevention of 
governmental procurement of desired articles. This recommendation is essen. 
tially a repetition of one which the Lampert committee of the House of Repre 
sentatives made on the same subject in 1925. 

In the field of aircraft manufacture there seems to be a substantial safeguard 
against abuses of the patent privilege in the existence of the cross-licensing 
agreement of the Manufacturers Aircraft Association, to which we have referred 
in another section (p. 219). 

To accomplish all this it appears desirable that the act of July 1, 1918 (40 
Stat. 705) be repealed ; that the act of June 25, 1910 (36 Stat. 851) be reinstated; 
and that the Revised Statutes 4921 be amended to provide that no injunction 
shall issue against a contractor manufacturing for the Government which would 
affect the delivery of materials to the Government. We so recommend, 

(89) The principle of cross-licensing of patents in the aircraft industry 
should be recognized as beneficial to the Government and as promoting a 
rapid development and should be encouraged. The Government should take 
an active interest in the operations of a cross-license association, member. 
ship in which is open to all on reasonable terms, to insure fair treatment for 
all participants in its affairs and to protect the Government’s interest. The 
Commission hereinafter proposed should be authorized to act as an adjudi- 


eator, either between private parties or between a private party and a Goy- | 
ernment department, in such cases arising under such an agreement as the 


Commission may elect to hear. 

The plan of cross-licensing patents in.the aircraft industry to permit of an 
immediate and general use of the products of invention originated during the 
war as a result of the suggestion made by the Acting Secretary of the Navy on 
January 13, 1917. The National Advisory Committee for Aeronautics took the 
initiative in bringing manufacturers of aircraft and owners of important air- 
craft patents together in negotiations which led to the formation of the Mant 
facturers Aircraft Association and the conclusion, on July 24, 1917, of a cross 
license agreement to which the Federal Government was a party. The agree 
ment of 1917 remained in operation for 11 years, and was succeeded on December 
31, 1928, by an amended version having the same purposes but taking account of 
the lessons of 11 years’ experience. 

The 1928 agreement was accompanied by a contract of the same date with the 
War and Navy Departments, under which the Government had a right to acquire 
a nonexclusive license under all patents comprehended within the cross-license 
agreement upon payment of the same royalties which members of the Manufac- 
facturers Aircraft Association and the conclusion, on July 24, 1917, of a cross 
patents. Specifically, the Government accepted in common with all members of 
the association an undertaking to pay a sum dependent upon the value of the 
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airplane, but not in excess of $200, on account of each machine built in its plants 
to October 31, 1933, and to secure the payment of like sums from nonmembers 
of the association constructing aircraft for the use of the War or Navy Depart- 
ments. These payments were made in consideration of license to use certain 
¢ patents belonging to the Wright and Curtiss interests, and the date of 
expiration of the obligation to pay was the date of expiration of the last of the 
patents comprehended under that particular arrangement. 

Since October 31, 1933, the Government has continued to receive royalty-free 
licenses to use or to have used all patents which have been contributed to the 
association’s pool by the members without claim for special compensation or on 
gecount of which a claim for special compensation has been made by the 
patentees and refused by an arbitral tribunal. This group of royalty-free patents 
jncludes a very large majority of all patents coming under the cross-license 
scheme in the last 6 years. Upon a small minority of the patents coming under 
the agreement, the patentees have made claim for special compensation on 
account either of the striking and basic nature of the improvement covered or 
of the large sums expended in developing the invention or in acquiring the patent. 
In these cases the matter has been referred to a board of arbitration as between 
the patentee and the other members of the association, and in something less 
than half of the cases in which claims for special compensation have been made 
such claims have actually been allowed. It is our understanding that the awards 
in most instancse have not exceeded $10 for each airplane in which the invention 
js used, and that in no case have they exceeded $35 per airplane. The contract 
of December 31, 1928, gives the Secretary of War and the Secretary of the Navy 
the right in their discretion to acquire licenses under any of the patents upon 
which special awards are made, on condition of payment on such patents, on 
account of aircraft built by the Government or by nonmembers of the Manufac- 
turers Aircraft Association for governmental use, of the amount of royalty 
fixed for members of the association. It appears that the War and Navy 
Departments have actually elected not to take such a license in any case so far 
arising, and that they have declined to participate in the arbitral proceedings 
antecedent to the fixing of royalties, although it is declared that they have 
repeatedly been invited to do so. 

The reason for this current abstention of the War and Navy Departments from 
the cross-licensing proceedings which were initiated at their instigation 17 years 
ago, and which had their constant apparent interest and sympathetic coopera- 
tion for some 12 years thereafter, is not entirely clear. Legal authorities for the 
service departments have indicated some doubt as to the validity of certain 
patents upon which royalties have been awarded by arbitration, but, as indi- 
cated above, they have elected not to participate in the arbitrations even to the 
extent of giving the specially created boards the benefit of any information 
which they might possess on the validity or otherwise of the patents under 
consideration. It has been suggested also that governmental authorities feel 
that they and such of their contractors as may be nonmembers of the Manufac- 
turers Aircraft Association are adequately protected against any claim of in- 
fringement on these patents by the workings of the patent-license clause in 
governmental procurement contracts (specifically treated on p. 176). 

Members of the association, which now includes all except one or two of the 
regular builders of military aircraft and all except one or two of the major 
builders of commercial aircraft, now find themselves paying, by an act of free- 
will, royalties on the aircraft that they build for the Government from which 
the few nonmember companies so building are exempt in case of their use of 
the same patents. They find the Government receiving all of those benefits of 
association membership which can be had without payment or obligation, while 
declining to have anything to do with those in connection with which some 
obligation would be assumed. Naturally a serious question as to the wisdom 
of attempting to continue the cross-license arrangement, at least in connection 
with the manufacturer of military aircraft, has arisen. Although a new re- 
vision of the cross-license agreement has been drawn to take further account 
of experience acquired and further to improve its operation, it appears probable 
that the feasibility of securing general adhesion to such an agreement and of 
making it function will depend on governmental policy. 

Such, in sketchy abstract, is the chronology of cross-licensing within the 
aircraft industry. Whether or not it is desirable in the interest of the Gov- 
ernment’s use of aircraft and of an efficient and rapid uninterrupted develop- 
nent of aeronautical products that the cross-licensing agreement should be con- 
tinued, of course, depends largely upon its effect upon the structure of the in- 
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dustry. It has been alleged with great bitterness from time to time in testimony 
before us, as well as previously before many congressional committees and 
other bodies, that the Manufacturers Aircraft Association creates a trust op 
monopoly and that its effects are wholly evil and restrictive of invention. We 
are unable to discover any substantial foundation for such complaints, nor ¢ap 
we discover that those making them proceed from any very thorough knowledge 
of the nature of the cross-license agreement or the manner of its operation, §» 
far from being a monopoly, the Manufacturers Aircraft Association seems to 


be the very antithesis of monopoly. It seems to have been designed and in fact — 


to operate to prevent any possibility that the holder of a patent might restraiy | 
the normal progress of development or the flow of commerce by the exploita. 
tion of his patent rights. As a member of the association (and, as indicated 


above, the membership includes considerably more than 90 percent of the 
total strength of the aircraft industry), he is obligated to put all his patents 
into a common pool for the use of his fellow members who in turn do the same 


with theirs, to pay a sum not in excess of $25 per airplane constructed ag his | 


contribution of the running expenses of the association, and to pay the royalties 
fixed by a simple arbitral procedure upon his use of any patents which may 
appear as of extraordinary value. 

We repeat that we are unable to find anything sinister in all this. It seems 
to us that the cross-license agreement has worked for the orderly development 
of the aeronautical art and for the promotion of free and fair competition, The 
agreement was clearly in the interest of the Government at the time when it 
was first drafted, and though the expiration of the broadest basic patents makeg 
its importance now less than it was from 1917 to 1928, it still seems to wy 
to be advantageous to the Government as a purchaser of aircraft that such ap 
agreement should exist. We see no reason why it should not continue to be ag 
serviceable to the aircraft industry and to the users of its products, and as remote 
from any monopolistic effect, as cross-license agreements have been in various 
other industries where they have been established, and especially in the auto 
mobile industry. 

We have remarked upon the attacks that have been made upon the cross-licenge 
agreement. They began almost before the ink was dry on the first draft during 
the war, and they have led to repeated investigations. The Department of Jus. 
tice inquired into the status of the agreement under the antitrust laws in 1917, 
and has made various surveys of the situation on a number of occasions since, 
The first investigation led to an explicit opinion that there was nothing illegal or 
improper in the working of the cross-licensing plan, and it would appear from 
the absence of contrary action that subsequent studies have offered no reason 
for changing that view. The House of Representatives Select Committee of 
Inquiry Into the Operations of the U.S. Air Services, appointed in 1924 and 
pursuing its investigations for almost a year under the chairmanship of the 
Honorable Florian Lampert, of Wisconsin, gave special and protracted study 
to the matter and reached essentially the same conclusions that we have 
arrived at here. In particular, the Lampert committee said in its report: “That 
the charges and the allegations that there existed an aircraft trust, or conspiracy, 
were not proven. Both the association and the cross-license agreement upon 
which it is based had been investigated nine times in 8 years, two of these in- 
vestigations having been made by the Department of Justice. Both have sus- 
tained the legality of the Manufacturers Aircraft Association and the cross 
license agreement. That the findings of these legal investigations should now 
be accepted as conclusive.” The committee further observed: ‘That the con- 
stant circulation of rumors and charges arising out of the above matters has 
been a destructive influence in the aviation industry in the United States for 
the past 8 years; has deterred the influx of capital into this essential industry 
and has tended to drive capital out of it; has laid upon the officers of the Gov- 
ernment and upon the owners of businesses in this trade suspicions which this 
committee believe unfounded.” In an appendix to their report they said: “After 
a most thoroughgoing examination into this subject, we find that there is no 
such thing in this country as an aircraft trust, nor are the manufacturers, by 
means of the cross-license agreement perpetrating a fraud upon the Government.” 
They remarked of the practical workings of the cross-license agreement: “The 
feature of a trust is to keep others out. All could enter here upon payment of 
a membership fee costing about one-seventeenth of the average cost of a plane.” 

In view of all of the foregoing, we have made our first recommendation in 
this connection that the Federal Government, and especially the War and Navy 
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ent, should take a sympathetic attitude toward the principle of cross- 
licensing and should be authorized by law and should make it a policy to give 
active support to any cross-license agreement which is properly drawn so as to 
te any undue risks or burdens upon the Government, and so as to avoid 


' any possibility of monopolistic effect, and in fact to be open to all manufacturers 
| of aircraft who care to accept its provisions. 


We have made a further proposal that the new Commission herein discussed 
(p. 243) should be authorized to act as an adjudicator in cases, arising under a 
-license agreement. This requires some further explanation of the func- 


- tioning of the agreement. The plan heretofore in use has been that claims for 


al awards upon patents newly coming under the operation of the agreement 
were submitted for arbitration by a special board of three, chosen by the 
tentee on the one hand and the other members of the Manufacturers Aircraft 
Association on the other. In case of dissatisfaction with an award, or of dis- 
covery of additional evidence, either the patentee or any other member of the 
ation has the right to appeal within 60 days, but the appeal is heard by 
the same board that served in the original case. Though the Government de- 
partments are not explicitly guaranteed the right to make such an appeal, not 
being members of the association, we are informed that in the only case in 
which either Government department has objected to an award, the objection 
was taken as Suitable occasion for a rehearing and the War Department was 
represented in rearguing the case, the decision of the board being against the 
Government. It is plainly undersirable that appeals should go back to the 
original tribunal, and in the new form of cross-license agreement, not yet in 
force, but under consideration by the members of the association with refer- 
ence to its possible adoption, there is provision for two separate boards, one 
for preliminary appraisal and another of entirely different constitution for ar- 
bitration in case of protest against the action of the board of appraisal. 

What we now suggest is that the proposed Air Commerce Commission, or a 
subcommittee thereof, should be allowed to act in place of the arbitral tribunal 
in eases of appeal from the original board of appraisal under the cross-license 
agreement, and that appeals from the original decision may be made either by 
any member of the association or by the head of any aircraft-purchasing Gov- 
ernment department, Government departments being allowed to appear as 
parties in interest in all cases. 

Manifestly this authority to act as arbitrator in determining the value of 
patents and in assuring the general use of new invention within the industry 
on appropriately reasonable terms should not restrict the Commission to deal- 
ing with any particular agency, such as the Manufacturers Aircraft Associa- 
tin. We recommend that the Commission be empowered in its discretion to 
take jurisdiction in any cases arising under any patent cross-licensing arrange- 
ment which shall be open to all members of the industry upon uniform and rea- 
sonable terms, and which shall make adequate provision for the protection of 
the rights of the Government and for the appearance of the Government de- 
partments in any cases in which they care to be represented. 


ENCLOSURE 2 


68. The Government’s policy on acquisition of patent rights under inventions 
emerging from research and development and procurement contracts should be 
that— 

(a) The Government does not acquire, merely by virtue of research or 
development contracts, any rights to companies’ inventions which were re- 
duced to practice before effective dates of such contracts. 

(b) All rights in inventions arising under research or development con- 
tracts relating directly to the companies’ normal line of endeavor shall re- 
main with the company, subject to a free, nonexclusive, nontransferable 
license in favor of the Government. 

(c) Allocation of rights in inventions arising under a research or develop- 
ment contract not relating directly to the companies’ normal line of en- 
deavor shall be subject to negotiation prior to signing of a contract. 

(d) The Government by virtue of a procurement contract involving no 
research or development acquires no rights in inventions involved in the 
articles purchased. 
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Advancement and maintenance of the national security through reseg 
development, and procurement depends largely on reasonable Government patent 
policies. 

To assure effective incentive to established companies to maintain efficjen 


research, development, and production organizations, and to encourage new 


companies to enter the broad field of aeronautics, Government contracts should 
provide that the companies retain title to inventions made under research anq 
development contracts. Thus, companies can maintain competitive comme 
positions and Government can benefit from resulting heightened incentive, 
The Attorney General has submitted recommendations to the President that gj 
Government-financed research and development contracts should provide that 
rights to inventions made thereunder accrue to Government. The recommendg. 
tions add that in emergencies the newly proposed office in the Justice Department, 
of Government Patent Administrator, may approve contracts providing for re. 


tention of rights by the company if it agrees to license them to the Government, 


The report of the Attorney General did not deal with points (a) and (d) 
of the policy recommended herein. The Attorney General stated he has no ob. 
jection to the general declaration of the policy set forth in point (@), and no 
objection to point (d). 

As to points (b) and (c), the Attorney General limited his recommendation 
as to the Government’s obtaining all rights to inventions made under research 
and development contracts, to contracts under which the Government pays ql] 
of the costs. Under contracts where the Government pays less, the Attorney 
General stated patent rights should be subject to negotiation. 

The Attorney General stated that the Government itself would need nothing 
more than a license on inventions resulting from its research and development 
contracts. If, however, public funds have been used to make possible such jp. 
ventions, the public is entitled to whatever rights are involved. 

Since Government is the principal developer and purchaser of aircraft, a pol- 
icy assigning all invention rights to the Government would destroy competitive 
incentive in the aircraft industry, and materially increase costs. 

Regarding establishment of a new Government office of Government Patent 
Administrator in the Justice Department, the Attorney General recommended 
that exceptions to the basic policy of Government obtaining all rights to inven. 
tions made in Government research and development contracts, “May be made 
upon such terms and conditions as the Administrator may prescribe or approve” 
The Attorney General stated this recommendation as a suggestion, and said the 
matter is one of legislative policy for Congress to decide. 

The Attorney General recommended, in cases where a contract provides that 
title remain with the company, that if Government determines that commercial 
use of an involved invention is not adequate within a designated period, Gov- 
ernment can require the company to offer, at a reasonable royalty, nonexclusive 
licenses. This provision, if adopted, establishes compulsory licensing as the 
Government will have the right to determine whether commercial use is ade 
quate. 

The recommendations of the Attorney General were referred to the military 
services in preliminary form, for comment: 

Former Under Secretary of War Patterson said it would constitute a serious 
“obstacle to the maintenance of modern and efficient armament in the days to 
come.” He added that it would “gravely hamper the program of research and 
development upon which effectiveness of our Military Establishment in the 
years to come will chiefly rest.” 

Army Secretary Royall said the recommendation “would wreck the War De 
partment’s research and development program.” 

Defense Secretary Forrestal said it “might altogether imperil the prosecution 
of a vigorous and effective research and development program.” 

These recommendations should be given great weight, coming from officials 
responsible for national defense. 


ENCLOSURE 3 
War DEPARTMENT, 
Washington, January 27, 1947. 


THE PRESIDENT, 
The White House. 

DEAR Mr. PresIpENT: This letter is to express the views of the War Depart 
ment with respect to the final report made to you by the Attorney General, dated 


0 
af 
G 
of 
de 
hi 
of 
st 


Depart 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 28] 


October 9, 1946, recommending a uniform patent policy for all Government 
ncies. The War Department has not seen this report, but the Attorney 
general submitted under date of December 6, 1946, a summary of the contents 
report. 
ac a fully aware of the absolute necessity for an adequate research and 
development program to meet the national defense needs of the United States. 
Such a program will naturally result in many new inventions, some of which will 
have commercial application. The obvious purpose of the patent policies recom- 
mended by the Attorney General is to assure full and free use of such inventions 
when made by Government employees or contractors. I realize the desirability 
of a uniform policy that will accomplish this result. However, after careful 
study and consideration, I am satisfied that adoption of the recommendations 
would wreck the War Department’s research and development program. 

On August 14, 1945, the Assistant Attorney General submitted a similar plan 
for the consideration of the War Department. In my reply of September 24, 
1945, a copy of which is enclosed, I pointed out at some length the reasons why 
I was satisfied that plan would not work. In a letter of November 2, 1945, copy 
of which is also enclosed, Dr. Vannevar Bush, Director of the Office of Scientific 
Research and Development, expressed his concurrence in my views. The ex- 
perience of the War Department since V-J Day in attempting to place research 
and development contracts has served to strengthen my former views. 

The facilities of the Government and of private organizations engaged solely 
in research are wholly inadequate to meet the needs of the War and Navy De- 
partments. The cost of acquiring adequate facilities and staffing them with 
qualified personnel would be prohibitive. Consequently, we must depend upon 
industry for a large and important part of our program. Industrial concerns 
have exhibited extreme reluctance to enter into research and development con- 
tracts under present policies which are considered by them as unduly favorable 
tothe Government. The adoption of an arbitrary policy would make it impossible 
tocarry out our research and development program. 

The exception provided in the Attorney General’s plan would be slow and 
cumbersome and would not overcome the objections of industry. Moreover, final 
authority to determine whether a War Department contract could be made would 
be placed in the hands of the proposed Patent Administrator, a Government 
official who would have no responsibility for the national defense. 

However, to comply as far as practicable with the spirit of the Attorney Gen- 
eral’s recommendations, the War Department will endeavor to obtain title to 
inventions made in the performance of research and development contracts when 
feasible and provided the additional cost therefor is not unreasonable. It is 
believed that agreements of this type can be arranged with contractors who have 
no commercial patent position to maintain, such as educational institutions and 
organizations whose main business is research and development. I am causing 
instructions to this effect to be issued to the procurement services. 

The Government Patent Administration, as proposed by the Attorney General, 
isunsatisfactory to the War Department. Notwithstanding the fact that, accord- 
ing to our estimates, the War and Navy Departments file 95 percent of all patent 
application handled by governmental agenices, control over 90 percent of all 


| patents owned by the Government, and supply over 95 percent of the Federal 


funds expended for research and development contracting, the War and Navy 
Departments are each accorded but one representative on the Government Patent 
Administration recommended by the Attorney General, as against representatives 
from 11 other Government agencies and 4 public groups. While such a body 
might be valuable in a coordination and advisory capacity, final administration 
of patent policies with respect to contractual matters and employee relations 
should be left to the executive departments charged with responsibility therefor. 

Enclosed herewith is an opinion of the Judge Advocate General which explains 
the present War Department practice with respect to inventions made by em- 
ployees. It also points out the necessity for legislation by the Congress to put 
the proposed plan into effect. In my letter of September 24, 1945, mentioned 
above, I pointed out the value to the War Department of encouraging ingenuity 
on the part of employees. In my opinion, the hope of financial reward offers the 
strongest incentive to invent. Unless a system of cash bonuses or promotions 
and salary increases is provided which would substantially replace the financial 
returns that might be realized from patent rights, the incentive to invent will 
be destroyed and many valuable men will be led to enter private employment 
rather than Government service. 


| 
earch, 
vatent 
ficient | 
> new 
should 
h and 
ercial 
all 
2 that 
lenda. 
tment, 
or Te. 
iment, 
d (d) 
NO Ob- 
nd no | 
dation 
search | 
LYS all 
torney 
othing 
pment 
ich in- 
Dol: 
etitive 
Patent 
vended 
inven- 
> made 
rove.” 
Lid the 
that | 
nercial | 
l, Gov- | 
clusive | 
as the | 
is ade- | 
ilitary 
serious 
lays to 
ch and 
in the | 
‘ar De 
ecution 
rfficials 
1941. 
, dated 


282 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


To summarize, I believe it is imperative that the War Department be free ty 
negotiate contracts for research and development on the best terms availapj 
in order that it can accomplish its mission of providing for the national defense 
and that the maximum efficiency of the War Department can best be Oobtaine) 
by allowing employees to retain title to their inventions in accordance with exist. 
ing regulations. i 

Respectfully yours, 
KENNETH C. Royatt, 
Acting Secretary of War, — 
Wark DEPARTMENT, | 

OFFICE OF THE UNDERSECRETARY, 
Washington, D.C., September 24, 1945, 

Hon. Joun F. SonnerTT?, 

Acting Head, Claims Division, 
Department of Justice, Washington, D.C. 

Dear Mr. Sonnett: In his letter to me of August 14, 1945, your predecessor 
Mr. Ragland, requested an expression of my views regarding a proposed report 
which the Attorney General contemplates submitting to the President concer. 
ing the patent policies of the Government. The portions of the proposed report 
which particularly concern the War Department are those which suggest ap 
Executive order making mandatory the inclusion of certain patent provisions 
in all development contracts and contracts with Government employees, syp- 
ject to deviation only upon application in individual cases to an interdepart- 
mental Government Patents Board. These proposed patent provisions provide 
for an assignment to the Government of all inventions made in the performance 
of such contracts. 

In view of its experience in this field, the War Department would feel con. 
pelled strongly to object to your proposed recommendations of an Executiye 
order of this kind, for reasons which I summarize below. I believe such ap 
Executive order would constitute so serious an obstacle to the maintenance of 
modern and efficient armament in the days to come, that I request that this 
letter, or a copy thereof, be transmitted to the President with the proposed 
report if it be determined to make substantially the recommendations to which 
objection is here taken. 

Certain types of mandatory contract provisions, prescribed by Executive 
order, have been used during the war, and they have met with substantially 
uniform acceptance by Government suppliers. Such provisions include the | m 
antidiscrimination clause, the warranty against payment of contingent fees 
and the like. Such general acceptance of these clauses affords no basis, how. | m™ 
ever, to believe that the mandatory patent clause you propose would meet with | ™ 
equal, or indeed any, acceptance among Government suppliers. sh 

A mandatory requirement that full ownership of eventuating patents shall pass | it 
to the Government under all development contracts would, in effect, require | 0 
such contracts to include not only the purchase of Government rights to use the | fo 
knowledge achieved, but also the right to authorize others to use it for their | th 
private commercial purposes. This would have three important effects. dis 

First, it would seriously hinder the Government’s obtaining contractors able | £" 
and qualified to undertake a particular research and development project. The | Wé 
Government cannot effectively obtain research or development by compulsion, | ff 
Productive research and development result only from the consent and coopera | P! 
tion of the contractor. In most cases, the War Department has little choiceas it 
to who the research or development contractor shall be. Commonly, the selec | ff 
tion must be made from a very small group of qualified contractors, a large | ad 
percentage of which are industrial organizations, which are so qualified because 
of technical information and knowledge acquired in a competitive commercial 
market. The wartime experience of the War Department is that such con- 
tractors are unwilling to sell inventions having an actual or potential com- 
mercial value to them. The proposed Executive order is certain to encounter 
serious resistance from such qualified contractors which would gravely hamper 
the programs of research and development upon which the effectiveness of our Ho 
Military Establishment in the years to come will chiefly rest. ye 

Second, it would further narrow the Government’s choice in selecting con De 
tractors because in numerous cases the scientists employed by industry insist We 
upon retaining all or some part of the commercial rights in inventions made it , 
the performance of their duties. In these instances, contractors cannot agree 
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to transfer to the Government inventions made in the performance of a develop- 
ment contract because of restrictive agreements between the contractor and 
the inventors. The Government has no power to compel such scientists to trans- 
fer their rights to the contractor or to the Government. Accordingly, unless 
the Government is able to purchase such inventions from these scientists at 
a price which can be justified, it will be compelled to let the contract with a less 
qualified contractor. 

Third, it would greatly increase the overall cost of research and development. 
When the contractor grants to the Government only the royalty-free right to 
ractice and cause to be practiced for it the inventions made in the performance 
of the contract. War Department experience has been that the contractor re- 
gards fair compensation as consisting of estimated costs of the work to be done, 
plus a profit thereon. However, when a contractor is called upon to agree to 
assign to the Government full title to inventions made in the performance of 
the contract (with the right to license others) the experience and judgment of 
the War Department indicates that the contractor, faced with the fact that his 
commercial competitors will thus be free to use the inventions, will regard fair 
compensation as including not only the estimated costs of the work, plus a 
rofit thereon, but also an evaluation of all past accumulated experience and 
know-how entering into the work to be done, together with adequate compensa- 
tion for the loss of exclusive commercial rights. The added cost thus entailed 
would constitute a substantial drain upon funds appropriated by Congress for 
research and development in the Military Establishment and would, to that 
extent, curtail research and improvement in aid of the national defense. This 
result would be a matter of serious concern to the War Department. 

With respect to Government employees, it is to be observed that they, like 
development contractors, must be dealt with on the basis of fair dealing in the 
individual case. The circumstances of employment vary widely between the 
several Departments. In many laboratories, arsenals, proving grounds, and 
engineering installations of the War Department, it has been found that the 
ingenuity of the employee has been usefully stimulated by leaving commercial 
rights in him. I appreciate fully the force of your suggestion that this creates 
acontingency in which the employee may profit personally. It must not be over- 
looked, however, that in War Department establishments, engaged in perfecting 
the weapons and armaments of warfare, many notable contributions of vital 
importance to the national defense have been evolved under the practice of 
leaving commercial rights in the inventor, and that this system of incentive 
may be worth more to all the people than what it costs some of them. 

If, notwithstanding the foregoing considerations, you adhere to the recom- 
mendations contained in the proposed report to the effect that every Govern- 
ment agency, by regulations and by agreement with employees and contractors, 
shall reserve the right to ay assignment of the title to every invention which 
involves the use of Government facilities, materials, time or funds or relates 
to the authorized or permissive functions of the employee or to the work called 
for by the contract, I urge that in lieu of recommending to the President that 
these matters be handled by Executive order, you recommend that they be 
disposed of by legislation duly introduced before the Congress in view of (i) the 
great public interest in the matter, (ii) the diversity of opinion which has al- 
ways been associated with these questions, (iii) the fact that such procedure will 
afford to Government employees and development contractors an opportunity to 
present their views to Congress and (iv) the opinion of the majority of the court 
in the case of United States v. Dubilier Condenser Corp., 289 U.S. 178 to the 
effect that these questions should be handled by legislation rather than by 
administrative regulation. 

Sincerely yours, 
RosertT P. PATTERSON, 
Under Secretary of War. 


OFFICE OF SCIENTIFIC RESEARCH AND DEVELOPMENT, 
Washington, D.C., November 2, 1945. 


Hon. Jonn F. SonnetTT, 
Acting Head, Claims Division, 
Department of Justice, 
Washington, D.C. 
Dear Mr. Sonnetr: Your predecessor, Mr. Rawlings Ragland, by letter dated 
August 14, 1945, transmitted to me a copy of the first report of the Attorney 
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General to the President covering the Department of Justice patent policy 
survey. 

On August 20 I acknowledged receipt of the copy of the report and pointed 
out that although I had not had opportunity to study the document with the 


care that I wished to give it, there was one matter of importance which J de | 


sired to bring to your attention at that time; namely, the treatment of in. 


dustrial contractors as though their positions with respect to the Government _ 


were exactly the same as those of Government employees. 

In my letter I pointed out that an independent contractor often brings to the 
research that he does for the Government under contract not only previoys 
know-how, but a substantial investment of time, money, and personnel in such 


research and that this investment should in equity be recognized by the Goyer. 


ment in contracting for further research. In my letter I also stated that While 
I was inclined to agree with the conclusions contained in the report with respect 
to Government employees, such conclusions introduced problems of their ow) 


as 


and I would write you in more detail about these matters in the near future | 


Since that time I have had opportunity to give the matter further thought | 


and obtain the views of others. In this connection, I have had opportunity to 
review Secretary of War Patterson’s letter to you of September 24, 1945, Jp 
that letter he sets forth three reasons why a mandatory requirement that ful 
ownership by the Government of patents eventuating under all Government 
contracts should not be made. In this connection, I should like to bring to your 
attention the report of the Federal Aviation Commission of January 1935 (74th 
Cong., 1st sess., S. Doc. 15) where at pages 176 and 177 Mr. Clark Howell 
Chairman, Mr. Edward P. Warner, Vice Chairman, Messrs. Albert J. Berres 
Jerome C. Hunsaker, Franklin K. Lane, Jr., as members of the Commission, ang 
Mr. J. Carroll Cone as executive secretary to the Commission, are of the same 
view as Judge Patterson. 

I fully agree with Judge Patterson in each of the reasons why contractors 
should not be required to assign title to their inventions to the Government and 
add that if such requirement had been in existence in 1940 this Office could not 
have accomplished the objectives obtained by it in the successful prosecution 
of the war. The views of the gentlemen mentioned above should not be passed 
over without serious consideration. 

As to the policy to be established for inventions of employees of the Govern. 
ment, the Secretary of War is of the view that they, like development con. 
tractors, must be dealt with on the basis of fair dealing in the individual cage, 
He points out that in the experience of the War Department many notable con. 
tributions of vital importance to the national defense have been evolved under 
the practice of leaving commercial rights in the inventor and that this system 
of incentive may be worth more to all the people than it costs some of them 
He then urges in lieu of recommending to the President that these matters be 
handled by Executive order, you recommend that they be disposed of by legis. 
lation duly introduced before the Congress in view of (1) the great public in 
terest in the matter, (2) the diversity of opinion which has always been ass- 
ciated with these questions, (3) the fact that such procedure will afford to Gov- 
ernment employees and development contractors an opportunity to present their 
views to Congress, and (4) the opinion of the majority of the court in the case 
of United States v. Dubilier Condenser Corporation, 289 U.S. 178 to the effect 
that these questions should be handled by legislation rather than by adminis 
trative regulation. 

I join the Secretary of War in urging that these questions be not disposed of 
by precipitous Executive order, but that they be submitted to Congress to the 
end that it may obtain the views of all interested, and then determine the ques 
tion by duly enacted legislation. 


Very truly yours, 
V. Busnu, Director. 


JANUARY 16, 1947. 


Memorandum for the Under Secretary of War. 

Subject: Comment on so much of the proposed Government patent policy 
recommended in a report rendered to the President by the Department of 
Justice as applies to Government employees. 

The proposed policy recommended by the Department of Justice to be applied 
by the War Department in dealing with its employees who are potential inventor 
is, substantially, that the Government take complete title to all inventions 
and patents made by such employees. 
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The term “employee” when applied to the Army includes not only strict mili- 
tary personnel such as officers, warrant officers, and enlisted men, totaling 
around 1 million, but also approximately 455,010 War Department civilian em- 
ployees (as of November 30, 1946), part of whom work in the War Depart- 
ment at Washington, D.C., and the balance in the field service outside Wash- 
ington, but all of whom are, for purposes of pay and administration, divided into 
g categories: professional and subprofessional; clerical, administrative, and 
fiscal ; custodial, protective, and crafts. 

Since an invention is private property, as held by the Supreme Court in 1890 
in Solomons Vv. United States, 187 U.S. 342, 346, and since maintained, it can- 
not be taken from the owner by the Government without compensation while 
the fifth amendment to the Constitution still stands, in the absence of a con- 
tract to convey the same to the Government. 

Therefore, in order to carry out the policy proposed by the Department of 
Justice, it would be necessary to place every employee of the War Department 
(civil and military) under a contract of employment which would provide that 
the employee assign all right, title, and interest in every invention he may 
make while in Government service. 

Such a procedure, aside from the practical difficulties of operation, such as 
administration and the inequality of the negotiating parties, would obviously so 
antagonize employee inventors that the probable result would be that any 
inventions they made would be concealed, or taken out for them as patents by 
others outside the service. The general effect would be to discourage, rather 
than encourage, invention. 

It is believed that in the matter of inventions the present wise and long- 
standing policy of the Government toward its employees should remain un- 
disturbed. That policy is that the relation of the Government toward them is 
to be considered the same as that of any corporate or other employer toward its 
employees (where the common-law relation of master and servant has not been 
modified by contract). 

This policy, as set forth in paragraph 7, section 3, of AR 850-50, generally 
provides that : 

(a) In the case of an employee of the War Department or of the Army 
who is “specifically designated or employed to invent a specific thing and 
does so at the expense of the Government, the title to the invention and to 
the patent obtained thereon becomes the property of the Government”; 

(b) If the invention “is made in the course of the general employment 
of such person on the time or at the expense of the Government but not 
by direct designation or employment for that purpose, the Government has 
an implied license to use the invention, but the title thereto and to the patent 
acquired thereon is the property of the inventor” ; 

(c) In cases where there is no designation to invent and the develop- 
ment is not evolved in the line of duty of the employee, the Government in- 
ventor becomes “the sole owner of the invention and of the patent acquired 
thereon, and no implied license accrues to the United States” by reason of his 
employment. 

In addition to the considerable legal difficulties inherent in the modification 
of the present War Department policy proposed in the Department of Justice 
report, there is the practical difficulty of regarding Government employee in- 
ventors for their inventions. In my opinion, the hope of financial reward offers 
the strongest incentive to invent. Under the present policy, wherein the em- 
ployee retains the commercial rights to his invention, many valuable inventions 
are made available to the Government on a royalty-free basis. Unless a system 
of cash bonuses or promotions and salary increases is provided which would 
substantially replace the financial returns that might be realized from patent 
tights, the incentive to invent will be destroyed and many valuable men will be 
led to leave Government service and enter private employ. 

Considered both from the legal standpoint and as a question of practical, 
operative administrative policy, a uniform equitable policy of procedure for the 
Government controlling its relations with Government employees as to their 
inventions and patents is highly desirable, but, because of public interest and 
the personal legal rights of the parties involved, such policy can be defined only 
by Congress and no power to declare such a policy is, or can be, legally vested 
in administrative officers. This identical point is stated at length (pp. 205-209) 
by Justice Roberts in writing the decision of the Supreme Court in United 
States v. Dubilier Condenser Corp., 289 U.S. 178, which same point was also con- 
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curred in by Justice Stone and Justice Cardozo in separate opinions (pp, 219. 
223) in that case. 

In view of these considerations, it is recommended that the War Departmen 
assent to the recommendation of the Department of Justice only to the exten, 
that the decisions of the Supreme Court as expressed in Solomons y. United 
Staies, 137 U.S. 342 (1890), and United States v. Dubilier Condenser Gorp., 289 | 
U.S. 178 (1933), and the existing policy of the War Department as expressed 
in AR 850-50, legally and logically permit. 


THOMAS H. Green, 
Major General, the Judge Advocate General. 


ENCLOSURE 4 


{From Aeronautical Procurement, January 1959] 


A LowLy EARTHLING PATENT ATTORNEY, WITH TONGUE IN CHEEK AND Ray Gpy 
In HAnp, TAKES A FLicut INTO SPACE WITH PATENTS 


— 


Few things have come out of Washington in recent years that 
have caused so much alarm in the aircraft-missile industry as the 
provisions of the National Aeronautics and Space Act of 1958 that 
have to do with patents and inventions. 

Whether because of intention or loose wording, the act is so 
written as to permit the Government to take over, as its own prop- 
erty, practically any new invention or development that touches on 
the air and space business. Whether it would ever be administered 
in such a way is questionable, but of course the danger is there. 

Elmer J. Gorn, who analyzes the danger in this article, is a regis- 
tered patent attorney. He is also chairman of the Astronautics 
Subcommittee of the Patents Committee of the National Associa- 
tion of Manufacturers, and of the Patents and Copyright Task 
Committee of the Electronics Industries Association. 


(By Elmer J. Gorn, assistant general counsel, Raytheon Manufacturing Co.) 


As a lowly earthling patent attorney contemplates the provisions of section 
305 of the National Aeronautics and Space Act of 1958, which deal with prop- 
erty rights in inventions, he is struck with the vastness of the minds which 
created these provisions. bi 

Such minds obviously knew they were dealing with a big thing—bigger than mn 
the atomic bomb, bigger than humanity, bigger than the earth. The earthling st 
wonders how he can have the temerity to attempt to apply the provisions of the re 
act to his mundane problems. ti 

However, he has a client who has built up a small but prosperous business of a 
making and selling gyroscopes. The client’s success in the face of larger com 
petitors has been due to his ingenuity in developing a line of detailed inventions |  ge¢ 
and in cutting his costs by special processes and machines, which he has care. tr 
fully guarded as his trade secrets. This client has sought guidance from the wl 
earthling, who must now interpret the act. wi 


WHEN IS A SPACE VEHICLE? 


The earthling turns to section 103(2) of the act and finds that the awesome hi 
term “aeronautical and space vehicles” means aircraft, missiles, satellites, and re 
other space vehicles, manned and unmanned, together with related equipment, he 
devices, components, and parts. me 

With a glow of pride, he realizes that his gyroscopes now, by act of Congress, } 
become aeronautical and space vehicles, since gyroscopes could very well be, to 
and are, components and parts of the aircraft and other vehicles mentioned. The pe 
thought flashes through his mind that the hundreds, and perhaps thousands, to 
of other components and parts which go into such vehicles may also be considered ec 
space vehicles. 

Before he dares accept the fact that his gyroscopes are truly space vehicles | tj, 
he turns to section 103(1) to see if there is some limitation. There he finds that | o 
the term “aeronautical and space activities” means research into, and the solutiol |p, 
of, problems of flight within and without the earth’s atmosphere. Reading fur 
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ther, he sees that space activities also mean the development, construction, test- 
jing, and operations for research purposes of aeronautical and space vehicles. 
He sees immediately that his client’s activities with respect to gyroscopes can now 
be termed “aeronautical and space activities.” This conclusion is strengthened 
when he reads still further and sees that space activities also means other activi- 
ties as may be required for the exploration of space. ul 

He is impressed with the totality with which the authors of these definitions 
intended to encompass human activity, and is now convinced that since gyro- 
scopes may be required for the exploration of space, they are space vehicles and 
are entitled to a firm place in space activities. With eager anticipation, the 
earthling now plunges ahead to see what opportunities and rewards have been 
provided for persons such as his client who—all unwittingly—have been engaged 
jn space activities and are now called on to participate in an enormous expansion 
of such activities. 

The earthling recalls that his client has been able to build his success in com- 
petition with larger competitors with the aid of his patents and by the fact that 
he has been able to keep secret his processes and machinery. Surely section 305: 
will offer no difficulty, but will provide that the incentives arising out of the 
property rights in patents and trade secrets will be strengthened so as to stimu- 
Jate his client to greater efforts on behalf of the new space age. 

The earthling reads section 305(a) and is somewhat nonplussed to find that 
any invention made in the performance of any work under any contract of the 
Administration * * * shall be the exclusive property of the United States * “! * 
provided the Administrator makes certain determinations. (The Administration 
is, of course, the National Aeronautics and Space Administration, and the Ad- 
ministrator is the head of that agency.) 

The earthling is puzzled as to what benefit the Government can get out of 
obtaining exclusive title to inventions, and is vaguely disturbed that such a pro- 
vision, which before this had appeared only in the Atomic Energy Act, is now 
being used in an area which encompasses practically all human activity. 

However, he feels sure that the limitation to work done under contracts and 
the fact that the Administration has to make certain determinations will reduce 
the number of cases where the Government wants to obtain such exclusive title 
to very special cases that would not be of concern to his client. However, to 
play safe, he thinks he had better look further into the situation. 


WHEN IS A CONTRACT? 


He turns to section 305(j) (2). Now he finds that a contract is not what he 
had always considered it to be, but is any actual or proposed contract, agree- 
ment, understanding, or other arrangement, and includes any assignment, sub- 
stitution of parties, or subcontract executed or entered into thereunder. He 
realizes that the bigness of the subject matter has led the architects of this sec- 
tion to make sure that any possible connection with the Administration is now 
a contract. 

The word “subcontract” from section 305(j)(2) now intrudes on his con- 
sciousness. He realizes that it must have the same breadth as the word “con- 
tract,” and that if his client were to do any work on gyroscopes for anyone else 
who has a contract with the Administration, involving such gyroscopes, his client 
would be a subcontractor and therefore would also have a contract with the 
Administration. 

By this time, the earthling’s head is beginning to spin as he contemplates the 
fact that, if his client’s inventions are to be safeguarded, he may have to advise 
him to avoid any contract or subcontract with the Administration. But he 
recalls that the Administrator must still make certain determinations ; surely 
here will be found a definition of the equitable principles which would give 
meaning to the whole subject. 

So the earthling reads section 305(a) (1), and finds that the invention belongs 
to the United States if the person who made it was employed or assigned to 
perform research, development, or exploration work, and the invention is related 
to the work he was employed or assigned to perform, or that it was within the 
scope of his employment duties. 

So far the provisions seem reasonable. But he continues reading this sec- 
tion and runs into the words “* * * whether or not it was made * * * witha 
contribution by the Government of the use of Government facilities, equipment, 
materials, allocated funds, information proprietary to the Government, or serv- 
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ices of Government employees during working hours.” He sees that the minds 
which drew this language felt the importance of his client’s gyroscopes to the 
new space age was so great it outweighed the usual equitable considerations, 


NO ESCAPE HATCH 


The earthling then remembers that some of his client’s inventions were not 
made by the type of research and development persons defined in section 
305(a)(1). He starts to relax; maybe these could possibly escape from the ip. 
clusiveness of the act. He proceeds to read section 305(a)(2) and finds that 
the invention also belongs to the Government even if the person who made the ip. 
vention was not employed or assigned to perform research, development, or ex. 
ploration work, but the invention is nevertheless related to the contract, or to 
the work or duties he was employed to perform, and was made during working 
vies a with a contribution from the Government of the sort referred to in 
clause 

He sees now that the architects of the act have thought of everything and 
have covered all inventions made under any possible circumstances under which 
his client could otherwise claim any right to the invention. He recognizes 
that they have also included inventions that would not belong to his client 
but his client’s employees, and he sees that it might be well for his client to warn 
his employees of this fact. 

Now the earthling patent attorney proceeds to pursue the significance of the 
term “exclusive property of the United States.” He recognizes that such prop. 
erty rights extend beyond the mere title to any patent on the invention. He sees 
that to the extent that a property right extends to the information involved in the 
invention, his client will not be able to use such information, either for himself 
or by disclosure to others without a license from the Government. Once his 
client has taken such a license—on his own invention—he sees that a new con- 
tract has been created which will encompass future inventions. 


HOW ABOUT WAIVERS ? 


By this time, the initial exhilaration experienced by the earthling at being a 
maker of space vehicles and involved in space activities has been replaced by a 
sense of gloom. Then he reads in section 305(a) that the Administrator may 
waive all or any part of the rights of the United States to such invention, in 
conformity with the provision of subsection (f) of this section. 

Surely, an allwise and beneficent Administrator, motivated by a sense of 
justice and equity, will by his power to grant such waivers recognize the rights of 
the client and permit him to be a participant in the space age without reducing 
him to the status of a vassal of the state. He eagerly turns to subsection (f), 
Here he finds that the Administrator may waive these rights only if the Ad- 
ministrator determines that the interests of the United States will be served 
thereby. 

The earthling’s hope that the act would enable the Administrator to take 


into account the equities of the client fades considerably. He then sees that the | 


architects of the act had the supremacy of the state in mind, and that the Gov- 
ernment’s rights could not be released fully by the Administrator, since the 
subsection continues with these words: 

“Bach such waiver made with respect to any invention shall be subject to the 
reservation by the Administrator of an irrevocable, nonexclusive, nontrans- 


ferable, royalty-free license for the practice of such invention throughout the. 


world by or on behalf of the United States or any foreign government pursuant 
to any treaty or agreement with the United States.” 

The attorney general recognizes that such a treaty might well cover normal 
commercial use of such inventions by foreign governments and their nationals, 
and his client could retain no rights against such governments and their na 
tionals. 

But hope springs eternal in the earthling’s breast, and he seeks for some way 
in which his client might do work under contracts with the Administration and 
still preserve his trade secrets. This might be enough to enable his client to 
hold his own in competition with his larger and more powerful rivals. 
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TECHNICAL INFORMATION TOO 


Such hope is short lived as the earthling reads in section 305(b) : “Each con- 
tract entered into by the Administrator with any party for the performance of 
any work shall contain effective provisions under which such party shall fur- 
nish promptly to the Administrator a written report containing full and com- 


plete technical information concerning any invention, discovery, improvement, or 


jnnovation which may be made in the performance of such work.” 

He sees that as far as technical information is concerned, the architects of 
the act wanted to make sure that no such limitation as the word “invention” 
could be used as an excuse for not disclosing technical information ; discoveries, 
jmprovements, and innovations are also included. 

The earthling understands that he must tell his client that, under any contract 
with the Administration, he will have to make a full and complete disclosure 
even though, as is almost inevitable, this disclosure will contain his heretofore 
carefully guarded trade secrets, developed over his many years in the gyroscope 
pusiness. He must also advise that there is no indication that his client can 
expect any payment for such background trade secrets. 

Perhaps the Administrator will be careful not to disclose the client’s trade 
secrets to the client’s competitors. The earthling eagerly searches for some 
indication that this will be the case. 

This hope, too, is dashed when he reads in section 308: “Information obtained 
or developed by the Administrator in the performance of his functions under 
this Act shall be made available for public inspection, except (A) information 
authorized or required by Federal statute to be withheld, and (B) information 
classified to protect the national security.” The earthling doubts that his client’s 
trade secrets with respect to his gyroscopes would come under the protection 
of national security, even though they have been defined as space vehicles 
under the act. 

PATENT COMMISSIONER IN THE ACT 


Perhaps if his client will carefully avoid any direct or indirect contact with 
the Administration, he will be able to carry on as he has done until the Space 
Act ushered in the new space age. The earthling, being a careful individual, 
decides toread further. He finds that section 305(c) states: 

“No patent may be issued to any applicant other than the Administrator for 
any invention which appears to the Commissioner of Patents to have significant 
utility in the conduct of aeronautical and space activities, unless applicant 
files with the Commissioner, with the application or within 30 days after 
request therefor by the Commissioner, a written statement executed under oath 
setting forth the full facts concerning the relationship (if any) of such invention 
to the performance of any work under any contract of the Administration.” 

He remembers that his gyroscopes are, by legislative definition, space vehicles 
and, recalling the all-inclusive definition of space activities, it is clear to him 
that hereafter, whenever his client files an application on any invention relating 
to gyroscopes he will be called upon by the Commissioner of Patents to file the 
statement under oath specified by this section. 

It is clear to the earthling that he must advise his client to investigate the 
origin and nature of each request or order for him to do any work dealing with 
gyroscopes, in order to discover any hidden trails leading back to the Admin- 
istration, and to keep careful records of all the circumstances under which he 
may make future inventions. 

FIVE-YEAR ITCH 


The earthling wearily plods through the provisions of section 305(d), which 
set up a new elaborate procedure which the Administrator has the absolute 
power to initiate on each and every patent application which the client may file 
thereafter. Almost the last vestige of hope disappears when he comes to section 
305(e) and realizes that no patent that his client may get, and in which the 
oath has been filed, is free from threat of seizure by the Administrator until 5 
years have gone by. 

During the 5 years, his client must be certain that he has uncovered every 
possible link between the gyroscope invention covered by the patent and the 
Administrator ; otherwise he would be well advised not to use the patent in any 
manner likely to produce an income traceable to the patent, since this income 
would have to be paid over to the Administrator should he seize title to the 
patent in accordance with the provisions of section 305 (c). 
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All of the earthling’s training and background have led him to believe in the 
basic values of the free enterprise capitalist system, with the healthy stimulys 
which its profit motive supplies to the development of the American economic 
system. He is convinced that the property values in patents and trade secrets 
are good values and that they lend strength to the system. 


INCENTIVES DESTROYED 


A feeling of deep melancholy descends upon him, since it seems to him that the 
effect of the act is to gradually destroy those values and render the system of 
patents and trade secrets impotent. 

Perhaps the authors of the act did not realize what they were doing and did not 
really intend to destroy these time-tested features of American economic life 
So he proceeds to section 306, and the last vestiges of his hope crumble. 

The authors of the act must have known they were destroying the patent SYs- 
tem and the system of trade secrets ; for in section 306 they set up a new system to 
take its place. Under the new system, the state—in the form of the Administra. 
tor—can make monetary awards to any person who makes any scientific or tech. 
nical contribution to the Administration. 

Of course, the old-fashioned concept that such a person ought to be able to 
obtain his compensation through having an economic advantage in capitalistic 
competitive business activities is absent, but such concepts are apparently out- 
moded in our new space age. Still, even here, the allwise and just Administrator 
cannot give monetary awards that would equal the rewards that have been de 
rived heretofore from commercial activities. Every award in excess of $100,000 
is subject to congressional scrutiny. 

The earthling doubts, with such a provision in the act, that the Administrator 
will try to make awards that exceed $100,000; certainly not for any invention on 
gyroscopes. And if the $100,000 award were to be spread over the 17 year term 
of a patent, this would average less than $6,000 a year. Even in the gyro 
scope business, this is a very modest return on a moderately good patent. 

And so the earthling reluctantly comes to the realization that he must advise his 
client that if he wants to preserve his patents and trade secrets, he must avoid 
all contracts with the Administration. 

Then he falls into a reverie and dreams of the day when Congress will revive 
the patent and trade secret system, and amend the act to permit everyone to 
contribute his share of creativeness to the glories of the space age without gir- 
ing up the basic values which many had fondly believed were an imperishable 
part of American society. 


Mr. Kine. Mr. Chairman? 
Mr. Mr. King? 
Mr. Kina. I have here a letter from Philip A. Mallinckrodt of Salt 


Lake City, Utah, who for 21 years has practiced law in New York { 


and in Salt Lake City as a patent attorney and specialist. He isa 
graduate of Harvard School of Law. He has associated himself with 
the Patent Committee of the American Bar Association and is very 
familiar with the problems before this committee. He was unable 
to come here in person but did submit this letter setting forth his views 
with regard to the proposals before us and I ask unanimous consent 
that his letter be incorporated and made a part of the record of this 
subcommittee. 

Mr. Mrrcueti. Do you desire to read the letter, Mr. King, or just 
file it and make it a part of the record ? 

Mr. Kina. I believe filing it will be sufficient. 

Mr. Mrrcuetx. If there is no objection it will be filed and made 
part of the record. 
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(The document referred to follows :) 


Satur LAKE Crry, Uran, December 1, 1959. 
HovseE COMMITTEE ON SCIENCE AND ASTRONAUTICS, 
subcommittee on Patents and Scientific Inventions 
House of Representatives, Washington, D.C. 


GENTLEMEN: A member of your subcommittee, Representative David S. King, 
Utah, has invited me to present my views with respect to the existing patent 
provisions of the National Aeronautics and Space Act of 1958. 

Inasmuch as I have not found it possible to be in Washington, D.C., during 
the hearings scheduled for November 30 through December 5, I am hoping that 
this letter will be accepted in lieu of a personal appearance. 

I have been actively engaged in the private practice of patent law for the 
past 21 years. The last 10 of these were in Salt Lake City, Utah. Prior to 
that I divided my time between New York City and Salt Lake City. 

Based on extensive experience in handling work for both small and big busi- 
ness, it is my sincere conviction that the patent provisions of the Space Act are 
inimical to the best interests of both and are harmful to the country at large. 
Incentive is a necessary part of our system of free enterprise. When incentive 
js wiped out, as it is by the patent provisions under consideration, the great 
advantage of our system over that of Russia is lost. We are free in name only. 

The fact that public money is being spent for research and development does 
not, to my mind, justify the entrance of Government into the field of commercial 
licensing of patents or the wiping out, in effect, of a long tried and proven in- 
centive system. 

Results depend upon men who have the incentive to produce. The same is 
true of business organizations, both large and small. 

Small business has suffered far more than big business by the almost impos- 
sibly raised standards of patentability imposed by the U.S. Supreme Court in 
recent years. There has been a tendency to confuse our traditional guarantee 
of freedom of opportunity for all men with freedom to copy the results of indi- 
yidual imagination, initiative, and enterprise. Big business can survive by 
reason Of its economic power and prestige. Small business must have some- 
thing to compensate. Our patent system has always been the big hope and 
standby for the enterprising small businessman. 

It would be sad indeed if those who earnestly seek a solution to problems 
confronting small business would mistakenly tie its hands by yielding to still 
further inroads in a system which often means its very lifeblood. 

Protection against undue dominance of Government research and development 
programs by big business and big educational institutions should, it would seem, 
be based on a direct consideration of how contracts are awarded. So far as 
patents are concerned, sound ways to insure against unreasonable advantage 
accruing to those who work under research and development contracts have ap- 
parently already been found and put into effect by the Defense Department and 
other Government agencies. 

If the existing patent provisions of the Space Act cannot merely be eliminated, 
I strongly urge the substitution of a provision patterned after that of the 
National Science Foundation (42 U.S.C. 1871 (a) ). 

Respectfully, 


Purp A. MALLINCKRODT. 


Mr. Mrrcuenn. Our next witness this afternoon is Prof. Seymour 
Melman, associate professor of industrial and management engineer- 
ing, Columbia University. 

Professor, please be seated. Do you have a prepared statement ? 

Mr. Merman. May I ask that the committee turn to this mono- 
graph entitled “The Impact of the Patent System on Research,” 
which T believe each of the distinguished members has. May I re- 
quest that the committee regard this as my prepared statement. 

I would like, in addition, to make some remarks partly in swm- 


nary of certain few points from this monograph and partly in addi- 
tion to it. 


May I proceed ? 
Mr. Proceed. 
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STATEMENT OF PROF. SEYMOUR MELMAN, ASSOCIATE PROFESSoR 
OF INDUSTRIAL AND MANAGEMENT ENGINEERING, COLUMBIA 
UNIVERSITY 


Mr. Merman. I will attempt to summarize certain key points from 
this monograph and partly in response to the—— 

Mr. Mrrcuety. Professor, if I may interrupt you, it is very obvious 
that you are a professor, that you are accustomed to standing when 
you talk. 

Mr. Metman. I am quite prepared to be seated, sir. [Laughter, 

Mr. Mircnett. Whatever is your pleasure. 


Mr. Metman. And partly in response to the proceedings of the | 
earlier part of this afternoon I would like to call the attention of the | 


committee to some observations I made on a recent visit to the U.S.SR 
where I met some technical people who are involved in various lines 
of basic research. 

Mr. Mrrcueu. Professor, I think for the record and for the in. 
formation of the committee, before you proceed any further, if you 
would give us a little background data as to your training and ex. 
perience. 

Mr. Metman. Allright. 

My training has been in industrial economics and in industrial 
engineering. I have been teaching for the last 10 years at Columbia 
University in the department of management and industrial engi. 
neering. 

I have done research, primarily on problems of industrial produe- 
tivity and allied matters. 

I have written several books in this field and some 20-odd scholarly 
Ree. I am also the editor of a volume published a year ago by 

olumbia University Press entitled “Inspection for Disarmament. 

During the last year and a half I have been concerned with an in- 
quiry on the efficiency of operation of the capital goods or machinery- 

roducing industries of the United States, in Western Europe, and 
in the Soviet Union. 

At various times I have been a consultant to industrial firms and to 
Government bodies. 

Mr. Mircnext. As far as patent matters are concerned, Professor, 
or other matters ? 


Mr. Metman. A year ago, I completed an assignment with the Sub- | 


committee on Patents, Copyrights, and Trademarks of the Senate 
Judiciary Committee, as a consultant, which yielded the preparation 
of a monograph entitled “The Impact of the Patent System o 
Research.” 

Mr. Mircuety. Are you an attorney, Professor ? 

Mr. Metman. I am not an attorney. I am not what would k 
normally construed as a patent expert. 

Mr. Have you had any experience with industry 
naar as patent laws are concerned related to Government con- 
tracts 

Mr. Mrtman. No, sir, I have not been concerned, I have not had 
experience with patent law or with patent processes or patent litigs- 
tion. 
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Just to complete my statement to you, I have also worked as a 
consultant to the International Cooperation Administration of the 
State Bement. That was during the past year in connection with 
some problems of engineering education in certain countries. 

During the past year I also served as consultant to the European 
Productivity Agency, in performance of an evaluation of the efficiency 
of European machine tool industries. 

I think that brin to date, Mr. Chairman. 

Mr. Pr 

Mr. Merman. The exploration of space, which is the central ob- 
jective toward which these hearings are held, requires the collabora- 
tive development of all of the physical sciences. Clearly, the problem 
of how this development is furthered is a many-sided problem. 

In the monograph that I prepared for the Subcommittee on Pat- 
ents I dealt with one aspect of this matter and that is: What is the 
effect on the peomeine of science and the useful arts that derives 
from treating knowledge as property ¢ 

In this study which examined the experience of large industrial 
laboratories and of nonindustrial laboratories, governmental and uni- 
versity, I made two principal findings: One, that there are clearly 
alternative ways of organizing research and disposing of knowledge. 
And, second, that the use of paneonnge within the framework of prop- 
erty relations, on balance, has the effect of detracting from the most 
eficient pursuit of knowledge, and the most efficient pursuit of the 
new application of that knowledge. 

Research in this inquiry was found to be a function of great division 
of labor, and this division of labor requires a maximum of free com- 
munication to operate efficiently. The treatment of knowledge within 
the framework of property relations, of which patenting is one pos- 
sible mode of treatment, has the effect of placing barriers to communi- 
cation and thereby restricts the pace of inquiry. Further, this investi- 
gation found that research proceeds on the basis of individual creative- 
ness and teamwork, and the collaborative activity of people takes on 
an increasing importance as science develops. hea this applies not 
only to pure science but also to work of application of design. 

ow can this be construed with respect to the broad problem of 
loring the universe that we live in? The taking of property right 
to knowledge automatically subjects decisions on research and deci- 


sions about the applications of knowledge to the requirements of the 


owning agency, whatever that agency be. 

Clearly, then, the wider the responsibility the more broadly gaged 
the criteria of the decisionmaking agency on the line of research and 
on the disposition of knowledge, the broader is the opportunity for 
the application of knowledge and for the development of new 
knowledge. 

This study that was completed a year ago also dealt with the effects 
of ways of using knowledge on the conduct of research. Who is to 
decide upon research? That was found to be an important question 
that has bearing on the efficiency of the conduct of inquiry. Thus, 
the observation and inference there was that the closer the decision- 
making on research is to the investigator who performs the work, the 
more efficient is the pace of the production of new knowledge, and 
conversely, the more removed from the investigator, the more mana- 
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gerial, the more hierarchical the decisionmaking over the condug 
of inquiry, the more one may expect to find barriers in the pace of pro. 
duction of new knowledge. 

The pace of inquiry is also affected by the criteria that are used for 
decision, the rules that are utilized as to what research shall be done 
and how that knowledge shall be utilized. 

There it was found that where knowledge is treated—where the pro. 
duction of knowledge is treated as an end, in itself, the pace of inqui 
moves the more rapidly, as against criteria which see the production 


of new knowledge from the vantage point of a special section or group | 


or agency in society. 

And, third, the pace of inquiry and its application is heavily affected 
by publication policy, by the way new knowledge and new design js 
diffused and made available in the scientific and in the technical eon. 
munity. 

Here the inference was that free publication promotes the widest 
and the most rapid diffusion of knowledge, while restriction on publi- 
cation has a converse effect. 

Another way of examining the effect of these factors was found in 
situations where there was a change from the criteria and conditions 
of treating knowledge, the pursuit of knowledge as an end in its own 
right to a property control over knowledge. This occurred in nun- 
bers of universities where patenting provisions and practices wer 
introduced as criteria for the conduct of inquiry, for the applications 
of knowledge. And these conditions which were explored in a number 
of universities of importance show that the direction of the effect of 
treating knowledge under property relations was rather firmly in 
the direction of restricting the pace of inquiry. 

Further, an interesting observation was made in a major industrial 
laboratory and I venture to bring this to the attention of the body 
because of the importance of that research group in size and standing 
in the technical community, in its own right. 

The management of this laboratory had found that by far, a large 
majority of the new knowledge which, in fact, was patentable, which 
yielded patentable results, came from that section of its operations 
which was a minority section of the operations, in terms of personnel, 
but which was characterized by the condition of greater freedom of 
operation for these personnel. So even within the framework, you see, 
of laboratories that are guided, oriented by the criteria of a single firm, 
this differential efficiency in the conduct of inquiry and productive 
ness thereby was revealed. 

Further, may | call the attention of this body to the point that the 
major asset for a whole society venturing to conduct the exploration 
of space is not found in the current or prevailing body of knowled 
but, more importantly, in the condition of the means of production 0 
new knowledge. Hence, if the organizations that pursue the work 
of producing new knowledge and of venturing alternative possible 
applications of that knowledge and design are so organized as to 
maximize the efficiency of the process of inquiry and its application, 
then the society will get the greatest benefit from it, and that wil 
be a most powerful factor in affecting the genera] pace of the develop- 
ment. 
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I mention that as against any possible sense of self-assurance that 
may come from a view of what seems to be a very substantial body of 
knowledge and a very substantial body of personnel producing know]l- 
edge in our society. 

ext, it was found in this inquiry that it was fairly clear that the 
use of knowledge within the framework of property relations, for 
example under the patent system, was clearly a useful device for 
yarious firms, especially many of the larger firms who could advan- 
tageously trade in patents and otherwise make use of patent rights. 

An attempt was made, somewhat speculative, but nonetheless inter- 
esting, to gage what might be the possible effect of the restriction or 
removal of the rights to take property and knowledge, if that were to 
occur in nonprofit institutions, universities, and government, and if 
that were to occur in industrial firms. And the finding there was 
that surely the nonprofit institutions would continue to conduct inquiry 
and pursue its application within the framework of the resources 
available, and that the industrial institutions would continue to con- 
duct inquiry and would do so because of the requirement of the con- 
duct of inquiry and the discovery of new knowledge and the applica- 
tion to new design that comes from trying to advance the competitive 

ition of firms. And the completion of the research for this mono- 
graph coincided with an important test of this proposition, namely, 
the one that occurred when, owing to an antitrust case, certain of the 
rights and patents of a group of major firms was somewhat abridged. 
At that time a distinguished patent counsel wrote in the Wall Street 
Journal that it was very likely that the firms involved would feel con- 
strained to reduce or otherwise hold back their research activity since 
they would not have—since their property rights, you see, in the 
possible application of new knowledge, was clearly restricted by the 
action of government bodies. 

What actually happened was that research expenditures in these 
firms not only continued but was markedly advanced and it was 
markedly advanced for considerations that were important to this 
frm prior to the occurrence of these decisions and the effect of the 
decision that restricted the rights to knowledge — the use of 
patents only had the effect of fortifying the concern of the manage- 
ment with enlarging the capability of the firm to produce new know]- 
edge and to enlarge its capability to make intelligent application of 
knowledge. 

Mr. Mircnes. I might at this point say why? Why do you say it 
did? What is your theory as to why they increased their research ? 

Mr. Metman. I consulted with the research directors in these cases 
and was advised of the order of magnitude of the increase in budgets, 
and they were very substantial indeed. 

Mr. Mircuetit. What reason was given by this particular industry 
for its budget increase for research ? 

Mr. Metman. To preserve competitive position in these fields. That 
isto say, the key factor, again, is not the availability to these firms of 
bits of knowledge at a given moment; the key factor is the capability 
of these firms to produce new knowledge and make intelligent appli- 
cation in the future and thereby to be so in the forefront of their 
respective industries and fields, you see, as pioneers in the develop- 
ment of new knowledge and in planning its application, so that they 
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are in a competitively superior position relative to others in the 
industry. 
This constant process, that on-going process of inquiry and plan. 


ning for the application of inquiry had long had this usefulness to | 
these firms and was simply being continued. In other words, that _ 


controlling consideration behind industrial research activity was not 


impaired by the restriction on the ability of the firms involved to 


treat various of their findings within the patent right. 

Mr. Mircneti. Am I correct in assuming, then, Professor, that you 
feel that that is a parallel insofar as the position of some in industry 
that they are hesitant about contracting with NASA in particular 
because of restrictive patent provisions ? 

Mr. Metman. Sir, I was planning to comment on that after J 


had brought your attention to some considerations with regard to the _ 


U.S.S.R. May I hold that comment for that point? 
Mr. MircuHe tt. Proceed. 


Mr. Merman. If I fail to make that comment, would you be so kind | 
as to remind me? I have only two brief points before coming to that 


to complete my summary of findings with respect to this mono 

these the is made that, broadly 
for the society as a whole the most efficient pursuit of new know] 
and its intelligent open occurs when knowledge is in the public 
domain for, thereby, knowledge may be treated increasingly as an end 
in its own right to be produced for its own sake in addition to the 
advantage that may accrue to particular parties at any moment from 
having detailed knowledge produced by them and having more ex. 
tensive understanding of how knowledge may be applied. 

Second, this occurs when publication is freest. 

Third, these effects occur when the dissemination of new knowl 
in terms of bibliographic and similar facilities, is extensively avail- 
able; and finally the desired effects for society occur when the persons 
who produce new knowledge and explore its intelligent application to 
design are given public recognition by the society for making a 
contribution that 1s appreciated as of general worth to the whole 
society. 

Finally, I indicate that knowledge treated within the framework of 
property right yields effects in the reverse of these directions. There- 
fore, the narrower the scope and the criteria of the owning agency of 


knowledge, the greater would be the restrictive effect on the scope, — 
the pace of inquiry, on application of knowledge, on dissemination of | 


knowledge. 


Now, may I call your attention to a number of comments that stem | 


from a recent visit to the U.S.S.R. 

I made that visit during August and September of 1959, privately, 
in the interest of the inquiry I was conducting on efficiency in the 
machine-tool and allied industries. 

In the course of that visit to the Soviet Union I was able to meet 
with the director and certain of the department heads and investi- 
gators in a major Soviet research establishment, the Institute for Re 
search and Technology of Machinery. 

That is worth mentioning amy wa the range of the activity 
in the departments of that institute were very interesting insofar as 
they struck me at the time as being important not only, for example— 
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as being important not only for the development of new knowledge 
for the production of large machines like power-producing equipment, 
but as alse relevant because of the basic direction of research in 
metallurgy, in machine design, for the design and construction of 
space vehicles. 1 mean, to make it clear, then, that this was a research 
institute the scope of whose effort would be clearly relevant to a space 
exploration effort by any country. a“ 
ow, from the persons in that institute and from other technicians 
that I met in the U.S.S.R. I got a very strong sense of participation in 
a national effort by these men. On whose behalf were they perform- 
ing their work? On behalf of the whole society. Whose criteria 
would they use in the conduct of their work? The requirements for 
advancing the whole society in the direction of these industrial and 
allied programs that they were developing. 

At no point did I hear reference to the requirements or criteria of 
any particular institute or agency of Government or the like. 

t us contrast two groups of men, gentlemen: One, a group of 
men who act on behalf of the interests of a particular enterprise or 
agency or firm; and, second, the behavior of a group of men who act 
on behalf of a whole society and its goals and its well-being. 

Who will be freer to explore the frontiers of knowledge, the first 
group or the second? Who will more readily publish and circulate 
statements of new knowledge? Who will be more daring in the ap- 
plication of knowledge to new design? My opinion, gentlemen, the 
estimate is that it is the men who operate on behalf of the broader 
interests of the whole society who would be more effective in each 
of these responses. 

Now, At. hiny I turn to your question ? 

Mr. Mircuet.. Before we turn to that [laughter] give me your 
“Why” for your last statement you made, professor? Why would 
that group? You gave your opinion as to the group 

Mr. Mritman. Because they would be less restricted. That is to 
say, the reasoning here flows logically from the conclusions and find- 
ings of this monograph which I summarized to you, the point of 
which is, you see, that the production of new knowledge proceeds most 
eficiently where knowledge is regarded, where the production of new 
knowledge is a satisfactory end in itself, and, therefore, where the in- 
telligent, appropriately equipped, are able to pursue the openings for 
ong of new knowledge that their genius allows them to 
explore. 

Where, however, you set the criteria that limit the area of knowl- 
edge that may be explored, you limit thereby the range of the appli- 
cation of intelligence to inquire. Therefore, the more narrow, the 
more circumscribed, the more limited is the concern of a group that 
makes decisions as to what inquiry shall be carried out, the more 
restricted will be the opportunity for the production of new knowledge. 

Mr. Mircnexy. If I may interrupt now? Of course, we have been 
hearing testimony for the past several days concerning the theory and 
philosophy of our patent system, the incentive that is created thereby, 
the incentive to invest and increase research with a view toward pro- 
duction and profit. Now, what is your view concerning our patent 
philosophy, if I have stated it generally correct ? 
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Mr. Merman. Sir, on the last page of this paragraph I summarized 
I made the point that answers your question directly. May I quote 
from page 62? 

In this investigation attention has been focused on the problem: Does the 
patent system now fulfill the constitutional purpose of promoting science ang 
the useful arts, as indicated by the operation of industrial and nonprofit researe, 
laboratories? On balance, based upon the study of selected typical industria] 
and nonprofit research laboratories, the answer is “No.” 

Mr. Mrrcneiyt. Well, you say the answer is “No.” Why do you 
say the answer is “No”? 

Mr. Mectman. Because of an exploration of the relation bet ween the 
taking of patents and the conduct of inquiry that was carried out and 
reported in this monograph. The finding was that the having of the 
patent right is substantially independent of the making of expendi- 
tures for research—that is to say, it is found that the substantial ex. 
pansion of research within firms, among firms, has proceeded inde- 
pendently of the availability of the patent right. 

Furthermore, it is found that the patent right is a species of the use 
of the treatment of knowledge as private property, and that treatment 
of knowledge has effects in decisionmaking on research and on the 
treatment in the disposition of new research knowledge which runs 
contrary to the efficient conduct of inquiry. 

Furthermore, it was found that in cases where patenting was not 
carried out and then was introduced, that this had effects clearly con- 
trary to the efficient pursuit of inquiry. Further, it was found that 
in the absence of patent rights, more exactly in instances of the with- 
drawal of patent right, the firms proceeded not only to continue indus- 
trial research activity, but to expand it. Further, it was found that 
industrial research activity was carried out primarily not for the 
purpose of taking patents, but rather for the purpose of producing 
new knowledge and having that available most readily in the hands 
of the technicians associated with the producing laboratory. 

This conclusion has been attested to by other persons, of whom I 
think the most distinguished was Mr. Charles Kettering, who gave 
testimony some years ago before the National Economic Committee 
and whose testimony has been quoted in this monograph. 

You asked me, sir—will you please repeat your question ? 

Mr. Mrrcueut. Professor, I believe I forgot my question, 
[ Laughter. | 

Mr. Meitman. My recollection, sir, is that your question was to the 

oint of whether the withholding of patent rights, of the opportunity 


or taking patent rights, would have a dampening effect on the efficient 


pursuit of new knowledge and the application of new knowledge in 
outer space research. 

My first response to that, sir, is to say that the implication that that 
could be the case is a calamity for this society. kine I question 
the motives that would lead to results of that sort. Third, it is my 
impression that the body of technicians, scientists, and engineers 
whose hands and brains are most concerned with the doing of these 
tasks, are able to find very great incentive and very great reward out 
of the sense of workmanship that comes from doing a task well, and 
out of the sense of participation in a society wide effort which is given 
status and honor and is regarded as useful for the community as 4 
whole. 
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Mr. Mrrcneti., You think that overrides, then, some personal rea- 
gn that they might have for possible profit or advancement within 
the particular industry ¢ 

r. MeLtman. Sir, scientists and engineers are now employed occu- 
tions. Inquiry discloses they are not compensated on the basis of 
assessments, however made, of the worth of their findings. They are, 
proadly speaking, salaried employees. When such men are given 
reasonable job security, good conditions of work, and find themselves 
ina position of esteem in the community for their work, they pro- 
duce With great productivity. 

As to the central question before this committee, it is my conclusion 
that the best interest of the society as a whole is served by the placing 
of knowledge in the public domain. If, for reasons of great weight, 
best known to this body, there must be some restriction on access to 
new knowledge, some system for treating knowledge within the rela- 
tion of a property system, then the rights should clearly be, again in 
the interest of the whole society, vested in a body which at best, most 
closely represents the whole of that society, and that would clearly 
be the Government. 

Mr. Mr. Quigley ? 

Mr. Quieter. Do I gather, Professor, that if you had your wish, 
the patent law system, as we have known it for the last 150 or so 
years in this country would very quickly go down the drain, if you 
had your wish ¢ 

Mr. Merman. May I say, sir, that if I had my wish, we would 
quickly explore and implement more efficient ways for promoting 
sience and the useful arts than the patent system. 

Mr. Quictey. You feel it is not efficient ? 

Mr. Mevman. As against the alternatives available to us, no, sir. 

Mr. Quietey. Is one of the alternatives which is more desirable to 
be found in the present provisions of the present NASA law? 

Mr. Merman. As I understand it, sir, this law now vests the prop- 
ety control in the hands of the Government. That, sir, is a more 

referred situation from the standpoint of the interests that I out- 
baad, though the maximum return, in my estimate, would lie in the 
direction of the knowledge being explicitly placed in the public do- 
main without any formal property rights attached thereto. 

Mr. Quicitry. Well, I have no more questions, but I have an ob- 
servation. I have a feeling that a number of our witnesses have been 
handicapped by their inability to recognize the hard reality facing 
this committee; that is, that the Congress has already passed a law 

Kind of have the feeling—or at 
least they convey to me the feeling that if they just have the wish or 
if they do no more than express that wish laters this committee, 
somehow or other that particular provision of the law that they don’t 
like will go away. 

If I were to direct a general criticism at your testimony, it is the 
fact that I think your failure to recognize certain realities with which 
we are faced in this committee and in this society, to wit, even if we 
wished it, and I don’t think there are too many around here who do 
wish it or who would wish it, the private profit system, the free enter- 
prise system, the patent system, the competitive system just isn’t 
gong to disappear, not even if you express that wish before this 
committee. 
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I don’t know; maybe your scientists, maybe your inventors, woul 
work more effectively and more efliciently and would be more prodre. 
tive if they had uninhibited, unrestrained broad scale of inquiry, | 
don’t know, I am not going to discuss or argue that point. But, let 
face it, if private industry is going to act as a patron and the patroneg 
of the scientists in the manner in which the rich lords did in the mid. 
dle ages for the artist and the sculptor, 1 think we just have to accep 
and assume that there are going to be certain restrictions. 

Many a great artist would have much preferred to paint somethi 
other than the count’s ugly wife and his homely children, but this 
is what he had to do or else starve to death. Now, many a scientig 
might prefer to devote his talents to getting us back from the moo, 
instead of trying to develop a new pump or new gear or new carbur. | 
tor. I am not saying that this is the most efficient way, but I do sq 
the system we have adopted is the system we are living with, anil 
think the problem before this committee and the problem before this 
Congress is how we can strike the best balance to get the maximum 
rene for the good of the country and still make the minimum num. | 
ber of changes in the basic system that I think we are all sold on. 

Perhaps erroneously, but nevertheless we are still not ready to give 
it up. 

7 Metman. Well, sir, may I suggest that a strawman has been set 
up here? In the first instance, I am not speaking of the whole system 
of decisionmaking of this society. I am not speaking of the whole 
system of social relations that involves property relations. I an 
addressing myself to one feature, one segment of activity, especially 
as related to a project that is being carried out, in my understanding, 
on behalf of the society as a whole. 

May I correct you, sir, in the notion that private industry does or 
purports to be a patron of science? It employs technicians, but if 
we may understand by science, most critically, the activity that is 
construed as basic research, then we find that the activity in industry 
is comprised only of some 4 percent, at most, of what may be called 
basic research, the overwhelming part being work that 1s more of 
application of existing knowledge to new designs, relevant to the par- 
ticular firm. 

I began with the statement that the exploration of space requires for 
most efficient conduct the collaborative development of all of the 
physical sciences on a broad and a deep scale. I do not know of any | 
private firm which is a patron of such an activity. They: cannot be, | 

As I see it, the problem before—one of the problems before this 
body is to ask the question: Who, indeed, shall take such responsibil — 
ity ? Fa if that responsibility is now vested, in whom shall it be 
vested 

Mr. Quieter. I don’t think this is the choice. The responsibility is 
obviously vested by act of Congress in NASA. The problem facing 
NASA is how best to do the job, not in the most nasient society, but 


in the society in which it finds itself, to wit, a free enterprise indus- 
trial system. 

Now, how can NASA best take advantage of what the American 
industrial system has to offer to the solution of the tough problems of 
space? NASA can’t do it on its own, the Defense Department can't 
do it on its own, Congress can’t do it on its own; this has to be on a 
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all-out national effort. Now, we don’t have time to go back and re- 
make the system in a more perfect mold or in a more idealistic or in a 
more effective manner. We have got to take what we have got. And 
the question before this committee is simply : Is the tack we started on 
the most efficient, the least efficient? Should it be changed? And if 
it should be changed, how can we change it to better enable NASA to 
take full advantage of the industrial and university knowledge and 
know-how that we have in this country ? 

Mr. Mecman. I am glad, sir, that in your last sentence you called 
attention to the alternative kind of institutions that we have in our 
society ; Some organized under industrial firms and some organized 
jn various types of nonprofit institutions. 

The burden of my analysis from this monograph indicates that as a 
direction of development greatest efficiency is obtained from accentuat- 
ing development in nonprofit institutions. Therefore, for purposes 
of policy implementation NASA has available to it the opportunity of 
allocation of resources to various types of institutions in the society. 
From that standpoint, the burden—the inference from my remarks 
may be stated as being in the direction of underscoring the importance 
of close attention to parallel development of activity, not only in firms 
that excel—in institutions that excel in the broad-gaged production of 
new knowledge, which is the only sure basis on which programs like 
the exploration of space are to be well founded. 

Again, it is not the available stockpile of knowledge and how quickl 
that is applied that is controlling; it is rather the firmness with whic 
the society has extensive and efficient means for producing new know]- 
edge, the whole array of sciences and technologies that are relevant 
tothese purposes. And, again from that standpoint, importance must 
be given to institutions whose criteria for activity are precisely not 
involved in rather narrowly gaged, special-gaged criteria, such as 
those that are to be found in firms, however large their scope. 

Mr. Quictry. Well, there is no point—— 

Mr. Metman. The discussion here, you see, had proceeded on the 
assumption of either/or alternatives, which 1 wish to underscore do 
not necessarily exist; rather, they are mixes of possibilities. Further- 
more, the discussion, as I understand it from your remarks, had pro- 
ceeded rather strongly toward emphasizing the role and the im- 
portance of patenting and the taking of property right to knowledge 
as an important incentive factor. I am glad, then, to have been able 
tomake a statement here which called attention to the possibilities of 
other modes of incentive and of the strength of other modes of incen- 
tive, and of the relative strength of the pursuit of knowledge as an 
end in its own right, as against the pursuit of knowledge and its 
application in the interest of particularly defined interest groups. 

r. Quietry. Professor, I will merely say this and then Fwill back 
down and be quiet : There is much about your testimony that I do not 

é with, there is much about your testimony that I have my doubts 
about, there is much about your testimony that I will give serious 
consideration to. There is one part of your testimony that I frankly 
am inclined to agree with all the way, and that is that with or without 
the patent system, with or without title vested in them, I think the 
American industry is going to continue to do all the research and all 
the development it can in every possible field that is appropriate 
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to its business, for the simple reason that competitive advantage, jn 
my judgment, is a far greater consideration than title to a patent, 

T am inclined to accept as what would happen would be the experi- 
ence, the situation pee outlined, where the subsequent events in the 
stepping up of the budget by the companies quickly demonstrated to 
the counsel who was quoted in the Wall Street Journal that the loss 
of the patent rights, the loss of the exclusivity was there didn’t cause 
them to retrench, didn’t cause them to go slow, didn’t. cause them to 

ut their marbles in their pocket and walk away. As a matter of 
act, it Just urged them and drove them to try even harder to stay 
ahead and be ahead and remain ahead of their competitors when they 
didn’t have the patent to lean on. ’ 

I have no more questions. 

Mr. Mircueti. Judge Chenoweth. 

Mr. Cuenowetu. Professor, are you an engineer / 

Mr. Metman. No, sir, lam not a professional, licensed engineer, 

Mr. CHEenowetH. Ever take engineering at all 

Mr. Metman. Yes, sir. I have taken courses in the engineering 
school. 

Mr. Cuenowern. Where did you take those courses / 

Mr. Me_man. Columbia University. 

Mr. Cuenoweru. Hasall of your education been at Columbia ? 

Mr. Me_man. I was undergraduate at the College of the City of 
New York from 1935 to 1939. I did my graduate work from 1945 to 
1949 at Columbia University. 

Mr. Curenowern. You mentioned you had taken a trip to Russia 
this summer ? 

Mr. Metman. Yes, sir. 

Mr. Cuenowernu. To study their situation. Do they have a patent 
system in Russia ? 

Mr. Metman. I understand that they do, but I have never—I do not 
know the details of its operation. 

Mr. Cuenowern. You made no inquiry while you were there as to 
any patent system ? 

Mr. Metman. No, sir. 

Mr. Cuenowern. How did you compare the Russian scientists with 
your American scientists in productivity and interest in his job, his 
desire to accomplish something for the good of society / 

Mr. Me_man. Judging from the people I met, sir, there is a very 
parallel kind of personality to be found in these occupations among 
many countries. Though I did find that difference that I called your 
attention to earlier, in that in the Soviet case these men undertook to 
call attention to the broad scope of the objectives toward which they 
felt they were directing their effort. As to the efficiency in the con- 
duct of inquiry, may I suggest, sir, that there are other persons who 
are more competent to speak to the comparison of work and various 
fields of knowledge in the United States and the U.S.S.R. than [ am. 

Mr. Cuenowetu. You had the opportunity to observe at firsthand 
just what they are doing there, didn’t you’ You say you went to 
their laboratory ¢ 

Mr. Mrtman. I visited one technical institute and I saw two of the 
laboratories in that institute for a short while. I was shown through, 
given demonstrations of various equipment in motion and had brief 


chats with the personnel. 


| 
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Mr. Curnowern. How would they compare with an American lab- 
oratory, With a laboratory in this country, in equipment, personnel, 

jectives 
ae Menscs n. Well, the types of equipment, broadly speaking, are 
comparable; I was struck by certain developments that I saw in a 
aidinery design laboratory that I thought showed outstanding 
ingenuity in the application of electronic programing, to the design of 
universal-type machines for metal cutting, for very large work pieces, 
like very large generators and large turbines, large motors, and the 
Tr sold not speak to the—broadly—of the efficiency of their per- 
formance in inquiry, in detail, except insofar as I saw some examples 
of new designs in machine tools, designs in programing equipment; 
that is, controlling equipment for machine tools, and this equipment, 
on public display, gave rather strong evidence of a wide variety of 
technical — to these problems and the development of many 
designs for this purpose. ap 

Consultation with knowledgeable persons in these industries in the 
West discloses that there is, relatively speaking, a parallel. These are 

arallel lines of development being In many countries. 
Though I was advised that, in terms of the pace of application, the 
Soviets had, in the judgment of one expert person, done a rather more 
extensive job in the use of certain kinds of electronic controls for 
positioning tables, for machine tools, than had been done in the West. 

Mr. Curnowern. Would you say that the Russians excel scientists 
and engineers of this country in ability and know-how and capacity ? 

Mr. Metman. I would have no basis for making such a judgment. 

Mr. Cuenowern. You wouldn’t make any such statement as that, 
regardless of whether they have a patent system or not? 

Mr. Metman. Not on the basis of the knowledge available to me in 
any special sense, though clearly, from the knowledge that is publicly 
available, one cannot but help be struck by the speed and the scale of 
their activity in space activity, space research. 

Mr. Cuenoweru. In other words, every Russian is not a genius, 
then, as sometimes we are led to believe ? 

Mr. Metman. Well, sir, I don’t think we should—we should try not 
toerr in the direction of either kind of extreme here. There is surely 
no basis for construing that the present Soviet Union is like the coun- 
try of say 50 years ago. It is by and large a literate, technically 
based, aggressively directed society that puts large resources on a 
priority basis into science and technology. 

On the other hand, neither is it necessary, upon observing that, to 
make assumptions as to the characteristics of these people that. are 
extraordinary insofar as human capabilities are concerned. Rather, 
I think it is important to give attention to the consequences that 
emerge from the placing of large resources in given efforts; I think it 
is important to underscore some of the effect that may obtain. You 
should explore, T think, the effect that may obtain from giving the 
weight of public importance that is given there to the men who 
participate in this activity. 

_ Mr. Cuenowern. Professor, just one final question. What. is the 
impression that you want to leave with this committee? That our 
patent system is a failure, that we should go to some other system, 
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something that will produce greater efforts from our scientists and 
engineers! I am not sure I understand just what the purpose of your 
appearance before the committee is and what you are recommending 
just what you think we should do. 

Mr. Merman. I wrote, sir, in this monograph, that there is a grow. 
ing inconsistency between requirements for fruitful technical research 
and the effort to operate a patent system. 

Secondly, I have attempted to indicate to this committee that taking 


account of that conclusion suggests the importance of allocating re. | 


sources for the development of knowledge for space research in ways 
and through institutions which give less emphasis on the treatment 
of knowledge through patent or other property systems and give 


greater emphasis on the treatment of knowledge and its application as | 


an end in itself and on behalf of the society as a whole. 
Mr. Cuenowetu. I think that is all, Mr. Chairman. 
Thank you very much. 
Mr. Mr. Daddario? 
Mr. Dapparto. Professor, the theme of your discussion and how it 


affects the problem that is before this committee seems to me to boil | 


down, as you put it, into the ways in which knowledge is used; is that 
correct ? 

Mr. Metman. Yes; and as produced. 

Mr. Dapparto. Yes, and produced. And it is important, as I u- 
derstand it, who decides what research is to be done, the pace of the 
use of knowledge is also affected by the rules as to what research 
is done and how, and under that I think you said that—well, taking 
your third step, that the pace is affected by a free publication policy. 
Somewhere along the line you put this all together by saying that 
the wider the responsibility and the broader the opportunity, the 
better use you would have of knowledge and the better productive 
results you would get. 

Now, I think that this is the problem with which we are all con- 
cerned and I don’t see any great conflict, really, in taking the basic 
theme with the testimony that we have had here, and I would like 
to have your opinion about how these standards as to the use of 
knowledge, as you set them, affect industry in the United States today, 
and its problems with the patent system as set forth under the Consti- 
tution and the rules and regulations which the Government has super- 
imposed upon us affecting the use that industry can puts its patents 
to 


Now, if we take, specifically, section 305 of the Space Act, which 
deals with patents, is it not the problem here that this affects the way 
knowledge will be used, it affects the publication of information, it 
affects the decisions as to how far you will go in research? Isn’t thi 
one of the problems? 

Mr. Metman. I would tend to agree with you, sir. I would tend 


to feel that the kind of provision that now stands is preferable to the | 
modification in favor of the dispersal of the property right to, for 


example, many firms or other groups in the society. 

Mr. Dapparto. Well, Mr. Quigley hit ocehestiinie earlier, that we 
operate under the rules of the society as they—of our society as they 
are now constituted, and because we do, and because I think, too, that 
these standards that you set affect our society, would we not achieve 
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the same result if we gave company X the proper onportanity to have 
a patent, to hold title to it, to give information to other companies in 
ated fields, to work out licensing arrangements, to pass this in- 
formation back and forth, so that our structure, as we understand it, 
can work rather than put artificial restrictions on it? Isn’t this the 
roblem that we are faced with in the change or the amendment that 
is proposed in this particular section ? 
. Merman. It is indeed the problem, sir, I quite agree with P a 
[ would respond to that by indicating that, again, the inference from 
the study I have done in this field is that a single company is neces- 
sarily rather more limited in its perspective, in its criteria, than 
would be, for example, a body AK oe were the Federal Government. 
Second, that would also affect the decisions on what research should 
be done; and third, it would surely affect publications policy. The 
data given in this monograph No. 11 of the Subcommittee on Patents 
ives some evidence on the way in which private firms treat the pub- 
cation of new knowledge, and the evidence to hand is that it is re- 


strictive in character, seriously restrictive. 


May I point one contrast that came to my hand in the course of this 
inquiry? It involves a rather important situation in industry. One 
firm was concerned both with acquiring new knowledge and with pub- 
lishing knowledge. Now, the action on the acquisition side may be 
described as a very active and aggressive one. Its staff attended and 
participated in societies and the like. The laboratory of the firm 
operates a very extensive library facility. Indeed, the firm even pro- 
duces a special summary of the literature in the relevant fields, and 
does so even though the same literature is abstracted and commer- 
cially available from abstracting services, because by doing its own 
sp ora service it gains about 2 weeks’ time on the publication 
leadtime of the commercial services. 

In the publication of knowledge I ascertained that there was a 
time differential of 3 to 5 years between the date of the internal pub- 
lication, the confidential publication of new research findings, and 
the date of public presentation of new research findings. To be sure, 
the restriction there is that this pertains to those research findings 
that were released publicly, there being those that were never an- 
nounced publicly. 

In this case, sir, there appears in rather striking form the effect of 
what seems to be a plausible, reasonable, useful policy by a compe- 
tently managed firm, which suggests that in the acquisition of know]- 
edge they are prepared to make large expenditure to gain a few weeks, 
but in the dissemination of knowledge years are permitted to go by. 
Ithink the contrast there is very sharp. 

_ Accordingly, my estimate would be that the greater the emphasis 
inthe type of program you are concerned with on initiative by private 
firms, the greater would be the possibility of this program or various 


- of its aspects becoming subject to criteria and policies of this sort. 


Mr. Dapparto. Well, one of the observations you made, after your 


tp was that public recognition was a good and stimulating factor? 


r. Merman. Yes. 
Mr. Dapparto. And as I understand it, this public recognition gets 
to the point of extra favors, better position in society, even monetary 
reward. In the final analysis, taking the society in which a Russian 
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scientist works, and taking ours and taking that need of public recog. 
nition, and putting it back into its proper place, don’t you come back 
to the same point, that if you a restriction of this type that js 
within this present NASA regulation, as it now stands, you prevent 
the people within industry from getting the public recognition and 
reward that they would get through private enterprise in the same 
fashion—and that is a stimulating factor, as you say—in the same 
fashion that they give to the Russian scientist at the end of his ae. 
complishment? Therefore, have you not, following this logically, 


advocated a situation which prevents you theory from working out | 


under our system ? 


Mr. Metman. My point, again, sir, would be that within the frame. | 


work of the firm and of the interests of a single firm, however lar 
the firm, the criteria of what research to do and how to dispose of 
knowledge are necessarily more limited than would be the criteria that 
would obtain, for example, within a body acting on behalf, not of 
single firm, but for the society as a whole. 

So while you are correct in saying that reward of some sort would 
accrue to persons in a single firm and does accrue, for example, through 
the use of knowledge, whether with patents or without patents, my 
point with regard to the effect of the scope of decision criteria stil] 
stands. And I regard that as the more controlling factor here. 

Mr. Dapparto. Well, if there is a criteria, I think we have got to 
get away from discussing it on the basis of single companies or single 
industries and get over to society asa whole. But this being the case, 
cannot this standard which you put, this control of research, be prop- 
erly regulated within our society and cannot industry, itself, taking 
this whole situation into consideration, work out a proper means, 
through licensing arrangements or what have you, because it has done 
it in the past, it has met every challenge up to this point, and space, 
to me, is just a further extension of our whole progress. I don’t see 
that this is a revolutionary type of operation, it eauiee harder, more 
complicated, true, but the same standards apply, and there is no reason 
at all, is there, why these decisions cannot be made and why industry 
cannot handle the decisions as to research and what to do about it, 
within themselves, as they have in the past ? 

Mr. Metman. There is no question that such decisions have been 
taken within industry in the past and, if I may suggest it, sir, the dis- 
cussion that immediately preceded the beginning of my testimony 
gave evidence of some of the problems that arise under those condi- 
tions. Now, this committee may very well find in its good judgment 
that it is all very well to continue with such problems, and having 
them is an acceptable circumstance. I have been addressing myself 
to ways of minimizing those problems. 

Mr. Dapparto. Well, I have listened very closely to you, Professor, 
and I think the points you bring up, and the standards, are important: 
you have to have the ability to transfer information, there has to be 
the freedom, there has to be the opportunity to do these things, yet I 
do believe that this is one of the problems. The very things that 
you say makes these things tick seem to me to be affected under this 
NASA regulation, that this regulation stands in the way of the three 
steps which you talk about in the use of knowledge and in the pro- 
ductive results of that knowledge. 
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That is all, Mr. Chairman. 

Mr. Mr. King? 

Mr. Kine. Professor Melman, I have listened to your testimony 
with great and profound interest. The scope of the difference be- 
tween your testimony and that of the experts who have preceded you 
js vast, to say the least. Seldom have I heard experts whose opinions 
have polarized more around opposite points of view more than I have 
heard this afternoon. 

Let me get down to the specific, though, and see if I can, or if you 
can help me resolve in my own mind one or two points of conflict. 
Now, it has been testified here in these hearings by the experts who 
adopted the opposing point of view from you, it has been testified that 
the monopoly which a patent makes possible is the great incentive 
which urges and induces and excites scientists to move forward into 
their search for the unknown. But then the testimony has gone 
further. It has been testified that not only does the 17-year monopoly 
promote more inventiveness, but, even more important than that, it 
encourages the development, the commercial exploitation of the in- 
vention once it has been patented, and that, according to the expert 
testimony that we have heard, is the more important of the two 
factors. They are both important, but this commercial exploitation 
js even more important. We have been told that unless a firm has 
the assurance of a monopoly, it will have no incentive, no inducement 
to incur the risks, to make the capital investment, to do the planning 
and projecting and all the other things that are necessary to get a 
commercial program on the road, so to speak. So it has been very 
persuasively argued that we must not remove that incentive. Now, 
this has nothing to do with the incentive given to scientists to turn out 
more inventions, this is the incentive to industrialists who exploit. 

Now, this morning I pursued that. just a little bit, because I antici- 
pated what your testimony would be, and in anticipation of that I 
wanted to get the other side. So I asked one or two questions. 

I said, for example—well, the argument that I have just given you 
was advanced, and then I came back and said: Well, isn’t it. true that 
firms that do not receive this patent are waiting until the expiration 
of the 17-year period, and that then they will jump in and get the 
benefits of it after the 17 years are up ? 

And the answer was given: No; that is not true, that the benefits 
must come during the 17-year period, or essentially they don’t come at 
all. In other words, people want the benefit of a monopoly situation. 
The fact that ultimately they will get the benefits after the expira- 
tion of the 17 years is not enough. In other words, this public do- 
main is not a sufficient incentive. I think the statement was made 
that what is available to everyone is of value tono one. I believe that 
specific statement was made. In other words, a firm must have the 
assurance that it will enjoy an exclusive monopoly situation for a 
period of time. The fact that it will ultimately get that after 17 
years isn’t enough. They have got to have it right now for 17 years, 
that is the thing that makes them incur the risks, make the capital 
Investment and exploit the invention commercially. 

Now, all of that is in such complete variance with what you have 


just _ that I would appreciate your discussing that specific point, if 
you will. 
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Mr. Merman. I indicated, sir, that to my observation, firms cap 
make effective competitive use of having patents. There is little doubt 
as to that point. However, the question arises: Does industrial re. 
search and the development of the application of research activity 
necessarily require the having of patents? Does it happen without | 

atents in industries that are not active in taking patents at all? QO, 

ardly at all? And what happens in situations where patent rights 
exist and are abridged, and what happens where patent rights ar 
introduced? And these are alternative possible ways of testing out — 
the proposition which you have formulated. 

My finding was that there are certain industries, of which the av. 
tomobile industry and certain of its major firms are major examples, 
where patenting plays a rather minor role, and yet there has been quite 
a development in the art and in the design. Furthermore, I found 
that in cases where—important cases where the patent right was | 
abridged, this research activity continued, in fact, it burgeoned for. 
ward. Third, I found—— 

Mr. Kine. Professor Melman, why is it, then, that the history of | 
our courts is studded with bitter patent litigation, seeming to indicate | 
that the patentees consider their patents to be of tremendous value and 
they are prepared to spend many tens of thousands of dollars and up- 
wards, embroiling themselves in the most technical and protracted 
type of litigation in order to protect their advantageous position ? 

Mr. Metman. Well, may I suggest, sir, that it is possible that the 
very active carrying out of this protracted litigation by parties that 
have the resources to do so is a strategic factor in its own right in 
the effective formation and protection of a patent right? Since, after 
all, a patent right is not automatically defended, it must be actively 
defended by the holder. So that the act of defense vigorously carried 
out and with considerable means establishes a position that is observed 
by others and is necessarily taken into account in bargaining in the 

uture. 

As a third point, in response to your question or questions, I at- 
tempted to explore situations in which inquiry was being carried out 
without patent rights being taken and where, then, patenting activity 
was introduced, and the question was posed: What is the effect on 
inquiry? And the effect was rather deleterious. May I call your 
attention, sir, to what is perhaps an underlying and very basic point 
in these respects, and that is to say two things: First, that the ability 
to have a property right in certain new knowledge or its application , 
certainly must play some encouraging role to some people. That 
cannot be disproved. The question is, however, is this incentive the 
central one which guides the major advancement of industrial research 
and allied activity in the society? And I addressed myself to that 

uestion directly, and my evidence was in the negative, the evidence 
that comes to hand is in the negative. 

Mr. Kine. Would you question the truth of the statement what is | 
available to all is of value to none? 

Mr. Merman. No, sir; I do not. I do not agree with that propo | 
sition. It is surely the case that if one revises the question to say: 
Are the things that are available to all of equal value to all? 
the answer is surely in the negative, because availability is not sufi- 
cient. What is required is the ability to utilize, and it is precisely the 
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superior ability to utilize, of industrial firms, especially the larger ones 
in many rages BA virtue of established position, that makes possible 
the superior a me to utilize knowledge that is accessible to all, but 
precisely not equal —— by all. 

Mr. Kine. Now, Professor—— 

Mr. Metman. May I make a further point? 

Mr. Kina. All right. 

Mr. Metman. Further, and I only mention this since your previous 
testimony had apparently given such emphasis on the patent system: 
It is necessary to keep in view the change that has occurred in tech- 
nology and in industry from the time the patent system was inaugu- 
rated and to the present day. The direction of development is clearly 
toward research being more and more a social process of production, 
Jess and less done by individuals. 

Now, it cannot be denied that one may observe and plausibly indicate 
that in many instances particular persons have unique assignable 
responsibility for bits of research and mgr 9 Yet in a whole series 
of cases extending across a great array of education which I have 
explored in this monograph, the more characteristic condition is one 
in which many persons, many directions and many lines of attack are 
in fact necessary for a given piece of production of new knowledge or 
even new design. Hence, the conditions of the individual inventor 
toward which the patent system is ideally designed are the conditions 
of diminishing importance over the last century, and surely of minor- 
ity importance in industrial and other research at the present time. 

This partly accounts for the fact of the failure to utilize possible 
opportunities for patenting in so many cases for the development of 
new knowledge or design. Thus the burgeoning expansion of indus- 
trial research over the last 25, 30 years has been accompanied by an 
almost unvarying directional level of patent-taking by these firms. 
That is to say, there is no parallel development of patent-taking, an 
intensity of patent-taking with intensity of industrial research expend- 
iture and activity, and I have given statistical evidence of that in 
thismonograph. 

Mr. Kine. Professor, I appreciate your answer. May I pursue 
this just a step further? The witness this morning who testified in 
effect that that which was available to all was of value to none forti- 
fied his generality by this example: He cited the example of the alien 
property custodian—I assume this was during the war or shortly 
thereafter. It seems as though the alien property custodian confis- 
cated a rather impressive quantity of patents, belonging, I assume, to 
enemy aliens. en the Government, in an attempt to recoup some 
benefits from this operation, in effect, offered to the world, or at least 
anybody in this country, that they could come and on the payment 
of a nominal fee, $50 or something like that, ~~ could get a non- 
exclusive license to use that particular patent. Then the clinching 
argument is, nothing was ever done, there were no takers. It is true, 
the testimony was, there were a lot of takers who put their $50 down 
on the line and got the license but nothing ever came of it, that for 
all practical purposes these tremendously important patents were just 
sat upon, oni the reason was that they were available to anybody so 


y saw a competitive advantage in taking them so they were just 
allowed to sit there and the conclusion was that therefore, if that same 
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type of philosophy is to extend out into the area that concerns us, yoy 
are going to have identically the same situation, you will have a lot 
of these glittering wonderful ideas that are available to everybody 
and for that reason nobody will want to pick them up and do any. 
thing with them. 

Mr. Metman. Sir, may I indicate that during the past months ] 
visited various machine tool firms, for example, in West Germany 
There it is clear there are being produced varieties of machine tools 
parallel in their functions but differing in various elements of detaij 
of design from machine tools that perform comparable functions and 
design here in the United States, with some—with differences, again 
from them, in certain details of function. 

The patents apply not to the general nature of a machine tool, be- 
cause that is in the public domain; the patents apply to mode of per. 
formance of a particular function and there are alternative modes of 
performance. Whe American firms have modes of performance that 
have been developed and are in use, and if they regard those as prefer. 
able they held ontothem. Furthermore, firms do not necessarily seize 
upon an alternative design that may be available, even where there 
might be certain economic and even technical argument favoring that 
design at a given moment, because other considerations can intrude in 
this calculation. 

For example, a firm can ask: What is the effect on its clients of 
this firm offering its equipment now bearing the design which is his- 
torically well known to be the design of a firm with which it is going 
to be in the future in some competition? Does not that constitute 
an acknowledgment, you see, in a sense, of possible superiority of 
a competitive design? I chanced to have a conversation with an in- 
dustrialist before coming here in which exactly such considerations 
were elaborated to me with respect to certain designs and there was a 
reluctance to seize upon an available design for that reason alone, 
Now that reason is ulterior to various criteria of technically ad- 
vantageous design or immediately leased cost design, either to produce 
or to use, but this criterion was of a sort that in a competitive market 
is a meaningful criterion. 

May I suggest, sir, that the comment that you made earlier that 
patenting excites scientists to do their work is a proposition that will 
not stand long under scrutiny? Scientists, as ordinarily construed, 
rather rarely take patents. It is not widely done. In fact in the 
scientific fraternity, with certain areas that tend to be closer to industry 
as giving other evidence, the general standard is the standard of the 
performance of inquiry and the free availability of the results to 
society. 

Mr. Kixe. Just in conclusion, then, as I interpret your learned an- 
swer it is that there are many inducements besides the monopoly in- 
ducement afforded by a patent. 

Mr. Metman. Agreed. 

Mr. Krvne. Just the competitive inducement, itself, apart from the 
patent on the industrial side of this. 

Mr. Mecman. Yes. 

Mr. Kine. Is, from what you have said, sufficient to encourage and 
induce firms to pursue their exploration and their investigation and 
development ! 
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Mr. Merman. The evidence available to me strongly supports that 


hypothesis. 
Mr. Kine. Thank you; that is all I have, Mr. Chairman. 

Mr. Mircueti. Any further questions ? 

(No response. ) 

Mr. Mircuet. In behalf of the members of the subcommittee, Pro- 
fessor Melman, I want to thank you for your appearance and your 
testimony. The members of this subcommittee and the full committee 
are endeavoring to hear all sides of the issue that is quite controversial 
as you well know and we appreciate your giving us the benefits of your 
thoughts today. 

Thank you. 

Mr. Merman. And I thank you gentlemen for giving me this op- 
portunity for being able to serve in this way. 

Mr. Mirenett. Mr. Daddario? 

Mr. Dapparto. Mr. McCormick and Mr. Edelblute ? 

Mr. Chairman, we are fortunate today I think in having not just 
one witness from Connecticut but two, and Mr. McCormick has 
brought with him the president of the Connecticut Patent Law Asso- 
ciation, Mr. Harvey W. Edelblute, from Riverside, Conn., which is in 
Congressman Irwin’s district. 

Mr. Roger B. McCormick, who is representing the Connecticut 
society today, is a former president of the organization; he has been 
a patent attorney dealing exclusively in that field of law since fol- 
lowing World War II, since 1945. He is a friend of mine, a man 
whom I have known over the course of time. But further he has 
worked in the patent field in the highly industrialized area of Con- 
necticut and I believe he comes here not only well grounded but also 
well experienced in this field, and I am happy to have him here before 
the subcommittee. 

Mr. Mircneti. Thank you, Mr. Daddario. We certainly welcome 
each of you. You can proceed at will with your statement. 


STATEMENT OF ROGER B. McCORMICK, HARTFORD, CONN., REP- 
RESENTING THE CONNECTICUT PATENT LAW ASSOCIATION; AC- 
COMPANIED BY HARVEY W. EDELBLUTE, RIVERSIDE, CONN., 
PRESIDENT, CONNECTICUT PATENT LAW ASSOCIATION 


Mr. McCormick. Thank you very much, Mr. Daddario. 

First, I would like to read the statement of the Connecticut Patent 
law Association relating to these patent provisions. The present 
patent provisions of the Space Act follow to some extent the philos- 
ophy of Government ownership of scientific inventions. If this phi- 
losophy becomes established policy it will certainly diminish and may 
destroy the incentive for research and creation which the patent pro- 
visions of our Constitution were intended to provide. This would 
waste our resoure of creative and inventive skill and it has not been 
shown that to achieve the objectives of our aeronautical and space ac- 
tivities it is necessary to have Government ownership of inventions 
and patents and patent applications. 

It is well recognized that in a free economy as opposed to a totali- 
tarian one the principal advantage of the patent system to the public 
isthe mcentive provided for the creation, development, and promotion 
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of new and useful inventions and discoveries, and it is also well known 
that the limited right provided by our patent system to exclude others 
from the use of such inventions and discoveries provides some measure 
of competitive advantage to those responsible for invention, develop. 
ment, and promotion. As creative organizations increase in size the 

may experience less need for the protection of patents to maintain 4 
competitive position, but the creative individual or small organiza. 
tion has critical need for the protection of patents and cannot under. 
take the serious expense of research and development without the as. 
surance of ownership of the resulting inventions and patents. 

Therefore, it would appear that the present patent provisions of the 
Space Act will deal most harshly with the small businessman and the | 
small business or industrial organization. Surely, Government does 
not want to abandon the small organization and surely Government 
does not believe that its objectives in aeronautical and space activities 
can only be achieved by the large business organization. 

Industry knows and Government should know that there are many 
areas of research and development which can best be covered by the 
small organization, but it is believed that the present patent provisions 
of the Space Act will tend to turn the small organization away from 
space activity rather than toward it. 

One of the most used arguments in behalf of Government ownership 
of inventions and patents is that if Government pays for research and 
development it is entitled to all of the benefits resulting therefrom. 

This argument erroneously presupposes that all effort under Gov- 
ernment research and development contracts is fully paid for by Gov- 
ernment. Large and small organizations in industry often make sub- 
stantial investments in research and development in what may be 
considered joint enterprises with Government. This investment can 
only be induced if industry can be assured of a proprietary interest 
that can be turned toward commercial endeavor. 

Further, it is not seen that Government ownership of inventions 
and patents has any real purpose, because Government is not in 
competition with business and industry. The Government interests 
can be fully protected by the grant to it of irrevocable nonexclusive 
royalty-free licenses to make, to have made, and to use the inventions 
resulting from governmental research and development. The sufli- 
ciency of such a license to Government has been shown in many years 
of operation under the Armed Services Procurement Regulations. 

When a patent owner has granted only nonexclusive licenses to the 
Government and has retained title, he has retained a limited monopoly 
for developing and promoting the inventions for nongovernmental 

urposes. He therefore has an incentive for proceeding with such 
yon a and promotion, this being for his own benefit and that 
of the general public. The Government as a patent owner has no such 
incentive and the public would not derive the benefit. 

It may be argued that the waiver provisions of the Space Act 

rmit a just be administrator to deal with industry no more 
ee than nr dealt with under the Armed Services Procure- 


ment Regulations. is offers little comfort to the small organiza- 


tion because there is no assurance that a wise waiver policy will be 
established and followed. It would take years of wise administration 
to convince small organizations that they can undertake space con- 
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tracts with a feeling of confidence that they will not be deprived of 
their badly needed proprietary interests in inventions. It is believed 
that the United States cannot afford any delay in inducing industry 
to undertake space activity contracts and therefore it is recommended 
that the patent provisions of the Space Act be amended to maintain the 
incentive provided by our constitutional patent provisions. 
[have been interested in much of the comment here and I would like 
to make a personal observation, based on my limited experience. In 
our small office I think we represent a pretty fair cross section of in- 
dustry for Connecticut. Included among our clients are some large 
enough to be members of the Aerospace Industries Association and 
our dlients go down to the attic inventors that I have heard mentioned 
rlier. 
ioe, the question has not been put to me yet, but I think inevitably, 
in practice, it will. One of our clients now is what might be considered 
acaptive company. Its one customer, one substantial customer to date 
has been Government. But if that company or any of our clients, as 
inevitably they will, come to us and ask if they can take a space con- 


_ tract under the present patent provisions, my present information ad- 


yises me that I am going to have to tell the client: No, provided that 
there is any possibility that inventions may develop from the contract 
and that such inventions might later be applied to commercial use. 
Under those circustances, I am going to advise my clients not to under- 
take contracts for their Government under the NASA provisions. 

Mr. Mircueti. Thank you very much, Mr. McCormick. 

Mr. Daddario? 

Mr. Dapparto. Just one quick question, Mr. McCormick. I know 
you have a plane to catch and you would like to get out of here by 
five. The main theme of your statement, as I understand it, a state- 
ment which represents the opinion of the entire association which you 
area part of, is that you must have incentive in order to have the desire 
to participate in this space effort you were referring to, and although 
you do not make the recommendation, it is my understanding that 
you would make the recommendation that section 305 be amended, but 
you have not made any specific recommendation in that direction ? 

Mr. McCormick. My specific recommendation—and I do not think 
Iwould be far wrong in saying this for the Connecticut Patent Law 
Association—would be that if the law could be amended to permit 
the administration to operate under ASPR, we would have something 
that we could live with nicely. 

Mr. Dapparto. That would be about the same recommendation Mr. 
Shelton gave this morning. 

Mr. McCormick. I agree in that wholeheartedly. 

Mr. Dapparto. That is all. 

Mr. Judge Chenoweth. 

Mr. Cuenowetu. Your statement is very convincing. You state 


_ then to the committee, without qualification, in your opinion as an 


Mr. McCormick. That is an individual opinion; that is my own 
opinion. 

Mr. Cuenowern. That the present law, a for Government 


ownership, is working a definite hardship upon those who wish to 
enter into contracts with NASA. 
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Mr. McCormick. Yes, sir. 

Mr. Curenowern. And that as a patent attorney you would advise 
your clients who are interested in patents that they had better take g 
second look at it before entering into such a contract ¢ 

Mr. McCormick. Yes, if that proposed contract with NASA jp. 


volved an area in which inventions might evolve and in which thege | 


inventions would be available or could be available to them for com. 
mercial use, it would be my advice to them to avoid the NASA contract, 

Mr. Cuenowernu. Is the opinion which you have expressed rather 
general through industry and through patent attorney circles ? 

Mr. McCormick. I believe it is. I think I heard the same sort of 
opinion expressed here for the members of the Los Angeles Patent 
Law Association. 

Mr. Cuenowetu. You recommend then very strongly to this com- 
mittee that the present provisions be repealed and that something be 
adopted along the line of Department of Defense policy ? 

Mr. McCormick. Yes, sir. 

Mr. Cuenowetu. Have you had dealings with the Department of 
Defense 

Mr. McCormick. Yes, sir. 

Mr. Cuenowern. You find those satisfactory ? 

Mr. McCormick. Yes. I have had negotiations with them but we 
have learned to live with them and live with them very well. 

Mr. Cuenowernu. You feel that both the inventor and the Gover- 
ment are fully protected under those arrangements ? 

Mr. McCormick. Yes, sir; and the public. 

Mr. Cuenowernu. And the public? 

Mr. McCormick. And the public. 

Mr. Cuenowern. Thank you very much. 

Mr. Mr. King. 

Mr. Kine. Just one question. You indicated that you feel that the 
opinion which you expressed was general in the profession, that com- 
parable counsel would be given to other companies by other patent 
attorneys in similar situations. Yet, we did have representatives of 
NASA here testifying, and, of course, their approach was the same as 
a naturally ; Lie nevertheless, they did say that apparently they 

ad had no trouble up to now in procuring such contracts as they 
needed and they were not able to actually put their finger on any one 
case where a firm had refused to do business because of the nature of 
the law as it now is. 

I was just wondering if you would care to comment on what would 
appear to be a discrepancy between those two facts ? 

Mr. McCormick. Well, I would have to know whether the contracts 
that have been undertaken by industry with NASA, the contracts to 
which they refer, were reasonably calculated to cover inventions in the 
area of development and research. 

Now, I do not know whether the companies felt that inventions 
would result from performing the contract. There are many con- 
tracts that can be performed without any inventions. 

Mr. Kine. I assume some of them at least had to do with inventions. 
I believe testimony was introduced as to the number of patents that 
have been obtained. It was not great, it was not a large number, but 
then the history is not very old, either. 

Mr. McCormick. That is right. 


Vise 
ke a 


ract, 
ther 


of 
tent 


be 


it of 


it we 


yern- 


tracts 
cts to 
in the 


ytions 
Con- 


tions. 
s that 
but 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 315 


Mr. Krne. But at least there have been some in which patents have 
been forthcoming; and yet, apparently, companies were willing to 
enter into such a contractual arrangement. 

Mr. McCormick. I have to say then. Obviously, there are people 
advising companies in a direction opposite to the one that I would 

. Kine. So, although the opinion you give may be more or less 
general, it certainly is not universal. 

Mr. McCormick. It is not exclusive. 

Mr. Kina. That is all I have. 

Mr. Mrrcuett. Mr. McCormick, in your experience in negotiating 
with the Department of Defense, have these contracts generally been 
cost plus a fixed fee ? 

Mr. McCormick. No. My experience has been more in the area 
where my clients have been paid for research and development, but 
not adequately to cover the entire research and development. My ex- 
perience has been that our clients have made substantial investments 
with Government in research and development. 

Mr. Mrrceneti. You are saying, then, that the prospect of title to 
any invention that may be developed is, in effect, part of the considera- 
tion of the contract ? 

Mr. McCormick. Yes, sir. 

Mr. Mircnetn. Now, we had testimony previously, I think, possibly 
from several witnesses, from the NASA representatives themselves, I 
think, and DOD representatives, that unless something was done 
about the existing law, as far as NASA is concerned, that it would 
in all probability cost the Government more money to negotiate con- 
tracts. Do you have any opinion or comment on that? 

Mr. McCormick. Cost them more money in negotiation ? 

Mr. Mircnety. Well, in the fact that firms contracting for R. & D. 
with NASA would not be willing to do it on the same basis that they 
are with DOD. 

Mr. McCormick. Yes, I quite agree that the firms under that 
circumstance will find themselves in a position where they cannot 
invest in a losing proposition. All of my clients, incidentally, are 
engaged in profit-seeking businesses, and their patriotism is unbound- 
ed, but at the same time they cannot invest in research and develop- 
ment just for research and development. So I think that ultimately 
they will experience a higher priced contracting and procurement 
condition. 

Mr. Mrrcnetn. Mr. Yeager ? 

Mr. Yracer. One short question. Mr. McCormick, you are on 
record here as favoring the ASPR approach, but you could live with 
the proposal which NASA is making for a change, could you not? 

Mr. McCormick. I have looked at this proposal and I have not 
studied it carefully. TI haven’t had it long enough to give it all of 
the consideration I would like to. The first proposal, I think para- 
graph (a) of the proposed section 305, I find myself generally in agree- 
ment with that as a workable situation. 

Seeing that, I have some question of the need of paragraph (b). 
It seems to me that in paragraph (a) they offer a situation and then 
nparagraph (b) some of it is taken away. T would have to give this 
more study to speak learnedly of it. 
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Mr. Yeacer. That is all, Mr. Chairman. 

Mr. Mircuet.. Mr. Carstarphen 

Mr. CarsTaRPHEN. No questions, thank you. 

Mr. MircHet.. We certainly appreciate your omnia here, both of 
you, from Connecticut to appear before us today. hank yon. 

Mr. McCormick. Thank you very much, sir. 
_ Mr. Mrrcneri. The committee will stand in recess until 10 o’clock 
in the morning. 

(Whereupon, at 4:58 p.m., the subcommittee recessed, to reconvene 
at 10 a.m., Thursday, December 3, 1959.) 


PROPERTY RIGHTS IN INVENTIONS MADE UNDER 
FEDERAL SPACE RESEARCH CONTRACTS 


THURSDAY, DECEMBER 3, 1959 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON PATENTS AND SCIENTIFIC INVENTIONS, 
Comarrrer on Scrence Astronautics, 
Washington, 


The subcommittee met, pursuant to adjournment, at 10 a.m., in room 
214-B, New House Office Building, Hon, Erwin Mitchell (chairman 
of the presiding. ‘ 

Mr, Mrrcueci, The subcommittee will be in order, 

The first, witness before the subcommittee on this morning is Mr. 
Elmer J. Gorn, chairman of the Electronics Industries Association, 
Patents and Copyrights Committee. 

Mr, Gorn, 


STATEMENT OF ELMER J. GORN,' CHAIRMAN, PATENTS AND COPY- 
BRIGHTS TASK COMMITTEE, MILITARY RELATIONS DEPART- 


MENT, ELECTRONIC INDUSTRIES ASSOCIATION 
My. Gorn. My name is E\mer J. Gorn. 1 am the assistant general 


counse) for Raytheon Co. in charge of its patent affairs. However, 


1am appearmg here on behalf of the Electronic Industries Associa- 
tion in my capacity as chairman of the patents and copyrights task 


committee of that association. That is the only patents and copy- 
right committee we do have in the association. - 


he Electronic Industries Association represents about 350 elec- 
tronic companies of all sizes. A majority of our membership can be 


classified as smal] business as that term is defined by the Small Busi- 


ness Administration. 


Born Nov, 28, 1903, at New Haven, Conn, 


Education: New Haven public schools, 1909-21: Yale University (Sheffield Scientific 
bral BS, 1925; Sigma Xi, 1925; George Washington University Law School, LLB, 


Registration and bars: Registered patent attorney in U.S. Patent Office. Member of 
bars of District of Columbia and Massachusetts, Court of Customs and Patent Appeals 
and several Federal courts. 

Professional career: Member Bramining Corps of U.S. Patent Office, 1925-29. Regis- 
tered as patent attorney in U.S. Patent Office, 1929. Patent attorney with Knight Bros., 
Washington, D.C., 1929-30. Patent attorney for Raytheon Co.; 1930 to date. At present 
assistant general counsel and assistant secretary of Raytheon Co, 

Professional associations: Member American Bar Association, American Patent Law 
Association, and board of governors of Boston Patent Law ‘Association. Chairman, 
patents and copyrights task committee of the military relations department of the Hlec- 
tronic Industries Association. 

Private life: Married to Helen A. Greenblat, July 6, 1931. Children: Miriam R. Gorn 
(24), BA, Wellesley 1956, MA, Bryn Mawr 1958. Robert A. Gorn (21), class of 1960 
Harvard, Rachel BH. Gorn (12). Address: 34 Laudholm Road, Newton, Mass. 
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Ever since patent provisions, which are now contained in the Space 
Act of 1958, were first brought to the attention of the electronics in- 
dustry, that industry has been aware of the dangers which such pro. 
visions pose to the health of industry and its long-range ability to 
contribute to the well-being of the United States. Asa result we, the 
electronics industry, have en at work over a period of many months 
in the preparation of a statement setting forth the principles upon 
which the electronics industry bases its opposition to the present 
patent provisions of the Space Act and in the preparation of a sug- 
gested bill which, in our opinion, will serve to help revitalize the 
vatent system as a contribution not only in the electronics industry 
but in American industry generally. 

The task of considering this matter was referred to my committee 
which consists of about 150 members representing more than 100 mem- 
ber companies. Three successive drafts of the statement and bill were 
mailed to the full membership of the committee during a period of 6 
months. Also, two meetings of the committee were held, one in Chi- 
cago in May and one in Atlantic City in August, at which the state- 
ment and bill were thoroughly considered. Drafts of the statement 
and bill were also mailed to the legislative policy committee of EIA 
which approved them in final form on September 23, 1959. The 
board of directors of EIA also gave its approval to the final form of 
statement and bill on September 24, 1959. 

I believe there has been handed to the committee the statement and 
the proposed bill, and I would like to indicate at this time that they 
be inserted into the record of this subcommittee. 

Mr. Mircuett. If there is no objection, they will be made a part of 
the record. 

(The material referred to above is as follows :) 


Proposep BILL To RESTORE PATENT INCENTIVES TO THE Space Act or 1958 


To effectuate the principles contained in the “Industry Statement on Prop- 
erty Rights in Inventions Under the National Aeronautics and Space Act of 
1958,” the Electronic Industries Association offers the following proposed bill: 


A BILL To amend the National Aeronautics and Space Act of 1958 in order to foster and 
promote research in the aeronautical and space sciences 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 305 of the National Aeronautics 
and Space Act of 1958 is amended to read as follows: 

“Sec. 305. Whenever any invention, improvement or discovery is conceived or 
first actually reduced to practice either 

“(i) in the performance of any experimental, developmental or research 
work called for or required by any contract with the Administrator or any 
subcontract thereunder, or 

“(ii) in the performance of any experimental, developmental or research 
work done upon an understanding in writing that such contract or subcon- 
tract would be awarded, 

the United States Government shall have an irrevocable, nonexclusive, non- 
transferable, royalty-free license to practice or cause to be practiced by or for 
the United States Government such invention, improvement or discovery: Pro- 
vided, however, That where the inventor or his assignee elects not to file a patent 
application on any such invention, improvement or discovery, the Government 
shall have the right to file a patent application thereon, and the inventor or his 
assignee shall convey to the Government the entire right, title and interest in 
such invention, improvement or discovery, subject to the retention of at least a 
nonexclusive, royalty-free license by the inventor or his assignee: Provided fur- 
ther, That no Contractor or Subcontractor shall be precluded from negotiating 
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with the Administrator with respect to the exclusion from the provisions of this 
Section of inventions, improvement, and discoveries conceived but not actually 
reduced to practice prior to the work referred to in this Section.” 


ELECTRONIC INDUSTRIES ASSOCIATION STATEMENT ON PROPERTY RIGHTS IN INVEN- 
TIONS UNDER THE NATIONAL AERONAUTICS AND Space Act or 1958 


PURPOSES OF THE SPACE ACT NOT SERVED BY SECTION 305 


The National Aeronautics and Space Act of 1958 states that the aeronautical 
and space activities of the United States shall be conducted so as to contribute 


“The preservation of the role of the United States as a leader in aeronautical 
and space science and technology and in the application thereof to the conduct of 

ceful activities within and outside the atmosphere.” 

This leadership has been created under the American free enterprise system in 
which a vital part has been the stimuli to invention and innovation supplied by 
the patent system and by the recognition of property rights in trade secrets. 

Section 305 of the Space Act dealing with “Property Rights in Inventions” if 

rmitted to remain as the law of the land may well constitute a first step in the 
direction leading to the destruction of the American system of patents and trade 
secrets and to future development in the space age conducted under a totalitarian 
control akin to that used by the Soviet Union. Industry believes that to follow 
such a path will cause the United States to destroy its cherished free enterprise 
system as effectively as if such control were imposed upon us by the Soviet Union. 


THE NATURE OF PATENTS AND TRADE SECRETS IN THE SPACE AGE 


The enactment into law of section 305 of the Space Act has brought forcefully 
to the consciousness of industry the realization that the understanding of many 
of the basic economic facts and principles upon which the well-being of industry 
rests may have become confused in the minds of some of the people who write 
our laws and therefore it behooves industry to restate some of these facts and 

rinciples. 

, 1. Industry believes that the American free enterprise system is the economic 
system which best fits the genius of the American people. That system derives 
much of its strength and vitality from the incentives which the promise of mone- 
tary profits gives to the supply of goods and services to the American public and 
tothe U.S. Government. That system is vigorous and dynamic and is capable of 
substantial growth and adaptation to the needs of the space age while still pre- 
serving the basic principle of the validity of the profit motive. 

2. The American free enterprise system Operates through the medium of a 
number of well developed, time tested economic tools. All of these tools, if 
occasionally used ineptly or wrongfully, are capable of doing harm, but when 
exercised with skill and toward constructive ends create untold economic benefits 
for the American public and for the world. To discard or destroy any of these 
tools because of an occasional real or imagined misuse, or through lack of under- 
standing of the full significance of such tool, eventually is to destroy the entire 
system. 

8. Patents and trade secrets are among the more important economic tools of 
the American economic system and have added immeasurably to the present high 
standard of living of the American public and to the stature of the United States 
in the field of modern technology. Misconceptions as to the “monopolistic” 
aspect of patents or the “secret” nature of trade secrets should not be permitted 
to be used as a basis for condemning these tools. Industry urges upon Congress 
the study and understanding of the true nature and potentialities of these tools 
in order that their use may be directed into channels for the greater good of the 
United States and so that these tools may not be summarily discarded or 
destroyed. 

4. Industry still believes in the truth of the following statement made in the 
_ report of the National Planning Commission appointed by the President in 


“The American patent system established by the Constitution, giving Con- 
gress the ‘power to promote the progress of science and the useful arts,’ is over 
150 years old. The system has accomplished all that the framers of the Consti- 
tution intended. It is the only provision of the Government for the promotion 
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of invention and discovery and is the basis upon which our entire industrig] 
civilization rests. 

“The strongest industrial nations have the most effective patent systems, and, 
after a careful study, the Commission has reached the conclusion that the Amer. 
ican system is the best in the world.” 

5. The patent grant and the recognition of property rights in trade secrets 
are both based on the premise that no man should be entitled to use the fruits of 
the creative labors and investment of another without the creator of those fruits 
being entitled to adequate compensation for their use. The patent grant ac. 
complishes this end by giving to the patent owner the right, for a limited number 
of years, to exclude others from the exercise of the invention covered so that 
the patent owner may obtain a fair profit from the sale of goods or services jn. 
volving such invention. In recent years most patent owners have not exercised 
their exclusionary rights as such, but rather have agreed not to exclude others 
in return for a fair and reasonable compensation. Such an agreement is known 
as a “patent license.” The property right in a trade secret is made effective by 
the principle that if one man prevails upon another to disclose technical infor- 
mation of know-how which the first man does not possess and which he 
readily obtain without charge from other sources, the one who thus parts with 
such information or know-how is entitled to be paid a reasonable compensation 
when the one who received it uses it for his own benefit or to the detriment of 
the one who disclosed it. By being able to obtain such payments, the ability of 
the first man to sell his goods at a profit in competition with others who are 
using his trade secret is not destroyed. 

6. The patent grant provides creative small business with an economic tool 
which enables it to compete on a more nearly equal basis with larger business 
having superior financial power and thus adds the stimulus of greater effective 
competition to the growth of the American economy. Businesses of all sizes, 
which constitute American industry, believe that to deny the right to retain 
title to an invention which any size business makes, is to the detriment of the 
health and stability of that industry. 

7. Industry recognizes that when, in the public interest, the U.S. Government 
needs to use any patented invention, it should have the right to do so subject 
to the payment of reasonable compensation to the patent owner. This principle 
has been, for many years, a part of the statute law. Under the Court of Claims 
statute 28 United States Code 1498— 

“Whenever an invention described in and covered by a patent of the United 
States is used or manufactured by or for the United States without license of 
the owner thereof or lawful right to use or manufacture the same, the owner's 
remedy shall be by action against the United States in the Court of Claims for 
the recovery of his reasonable and entire compensation for such use and 
manufacture.” 

This in effect gives the United States a license under every U.S. patent 
and gives to the Court of Claims the right to fix the reasonable compen- 
sation to be paid for such license. Therefore no provision to this effect is needed 
in the Space Act. 

8. Fundamental to the American political system is the concept that the 
Government and its agencies are custodians of the general public interest and 
that its protections and benefits should be made available freely and without 
favor or discrimination to all members of the American public. It is for this 
reason that the Government has never used the right of exclusion under any 
of the patents which it owns although suggestions to this effect have been made 
from time to time. As a result virtually all Government owned patents have 
been made available to everyone on a nonexclusive royalty-free basis. Industry 
believes, therefore, that the Government does not need and cannot effectively use 
the rights of exclusion which form the basis of the patent grant. Therefore, 
the Government does not need and cannot effectively use title to patents and 
when the Government does take title to any patent, that patent is reduced in 
its effect merely to a publication. 

9. Industry recognizes that the Government, in its procurement activities, must 
adopt policies and procedures whereby it avoids the payment of excessive prices 
for what it buys and also avoids paying more than once for any property which 
it purchases. It is for this reason that industry support the principle that the 
Government is entitled to a royalty-free license with respect to any invention 
which is made in carrying out the research or development work specified to be 
performed in any contract with the Government. Also, where a patent on any 
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such inventions might not otherwise be published, the Government should be 
entitled to prosecute patent applications to publication in order to prevent subse- 
yent inventors from obtaining patents on such inventions and burdening Gov- 
erment procurement with an unnecessary license charge. However, such in- 
yentions are due largely to the accumulated experience, knowledge, and specially 
developed capabilities of the contractor which constitutes the basis on which 
the Government awards its research and development contracts. Such accumu- 
lation is the result of years of effort and substantial investments of private 
capital. Since in both cost type contracts and fixed price contracts nothing is 

id for the making of inventions, a company should not be required to give up 
title to any of its inventions under such contracts, since to do so would take a 
capital asset from the company without compensation. 

10. The characterization of a private organization, having a research and 
development contract from the Government, as an “employee” of the Govern- 
ment with respect to invention rights is inaccurate and therefore any attempt on 
this basis to justify taking title to inventions made by contractors lacks validity. 
The Government assumes none of the responsibilities or obligations which an 
employer normally assumes with respect to his employee. For example, an em- 
ployer supplies the plant, machinery, equipment, material, financing, supporting 
personnel, and the like, all without any financial support, obligation or risk as- 
sumed by the employee. In addition, the employer pays the employee a competi- 
tive salary Which, particularly in the case of a scientist or engineer, enables the 
employee to maintain a high standard of living. Employees are hired on a con- 
tinuous and full-time basis and not by the job. Since the Government does none 
of the foregoing, the fact that industry usually takes title to its employees’ in- 
ventions is inapplicable to the relationship between the Government and its 
contractors. 

11. The possibility of obtaining an economic reward from the grant of a patent 
has supplied the incentive which has generated many of the inventions which 
form vital elements of today’s space vehicles. If legislation which substantially 
weakens that incentive is permitted to remain in effect, the rate at which inven- 
tions are made, in such areas as those covered by the Space Act of 1958, will be 
substantially decreased and the Government will have to pay more for every 
invention which may be produced. The delays necessarily introduced into the 
progress of the national space program by the hesitancy of creative contractors 
to accept contracts under the Space Act of 1958, because of its invention provi- 
sions, and the lack of enthusiasm of contractors operating with a sense of in- 
justice under such contracts as they feel compelled to accept, will cause in- 
estimable damage to the welfare and security of the United States without pro- 
ducing any compensating benefit to the American public. 

12. Restoration of the patent incentives which existed prior to the passage 
of the Space Act of 1958 will increase the rate of production of inventions, will 
stimulate the making of inventions which might not be generated at all without 
such stimulus, and will accelerate the progress of the national space program all 
at minimum expense to the U.S. Government. It will cause those organizations 
which are best qualified, by their demonstrated creativity, to advance the space 
program, to actively seek for contracts from the National Aeronautics and Space 
Administration rather than having such organizations remain uninterested in 
working with that Administration. 

13. Industry is convinced that the patent system and the trade secret system 
can play a vital part in advancing the position of the United Sates in the field 
of space technology with a minimum of cost to the Government and with a maxi- 
mum of benefit to the future economic well-being of our country. To destroy or 
debilitate those systems is to interpose an unnecessary and dangerous impediment 
to future progress. 


SECTION 305 SHOULD BE ENTIRELY REWRITTEN 


A reading of section 305 of the Space Act shows that it violates every con- 
structive principle outlined above and adopts a completely negative and destruc- 
tive philosophy. To detail all its defects and discuss their adverse effects would 
be too extensive a presentation for the purposes of this statement. It is believed 
sufficient to point out that section 305 includes the following among its provisions: 

1. Giving exclusive title to the Government for every invention, whether or 
not related to space activities, which is made in the performance of any work 
under any conceivable relationship with the Administration, whether or not the 
Government contributes anything of value in connection with such work. 
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2. Offering a gratuitous insult to applicants before the U.S. Patent Office py 
appointing the Commissioner of Patents as a policeman to make sure that no 
one can escape fulfilling his contractual obligations to the Administrator, Jy 
doing so, section 305 places a heavy burden upon those who have no relationship 
with the Administration as well as those who do. 

3. While purporting to give broad waiver powers to the Administrator, actu- 
ally limiting his power in this area so that no contractor entering into any ye. 
lationship with the Administrator can be sure of obtaining any relief with re. 
spect to any of his inventions. 

4. Subjecting each contractor who enters into a contract with the Administra. 
tor to the danger of having his background trade secrets published and thy | 
destroyed with no provisions for compensation for the loss thus incurred, 

Industry is convinced that present section 305 of the Space Act must be deleted 
in its entirety and is anxious to support a new section which will be drafted so as 
to preserve the positive values of the American system of patents and trade 
secrets and at the same time assure to the Government and to the American 
public and their interests are also adequately protected. 

Mr. Gorn. The statement includes an explanation of the nature 
of the patent grant, points out there is no mysterious magic power 
in a patent. To make a patent serve its intended purpose takes a lot 
of hard positive work on the part of its owner. The only right which 
a patent grant gives to the owner is the right during a limited number 
of years to sue an infringer in a court action and to ask the court to 
require the infringer to stop and in some cases to pay damages for 
past infringement. However, if the infringer believes the owner | 
cannot or will not sue, the patent is worthless, it is merely a publica- 
tion, and it will be ignored. 

Armed with the right of an effective patent and the willingness to 
use it, however, a patent owner can use the patent in a number of 
constructive ways. He is usually willing to agree not to sue if some- 
one else, desiring to use his invention, is willing to pay royalties. This 
is the usual patent license. Royalty income may be used to give the 
patent owner some competitive equality, and in some cases a com- 
petitive advantage in the manufacture and sale of goods utilizing the 
invention and is often used to conduct more research to generate more 
inventions. Thus, the more creative businesses obtain funds to make 
their proven creativeness more productive. In this way even a small 
creative company is equipped with an economic tool which enables 
it to compete on a more nearly equal basis with larger and economi- 
cally more powerful companies. 

The possibility of deriving substantial economic rewards from such 
a right is the stimulus which has led many inventors to turn their 
efforts into creating the steady flow of new inventions which have 
helped to create the high standard of living which we in the United 
States enjoy. It is this stimulus which has led businessmen to invest | 
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risk capital in the translation of those inventions into the products, 
~ use of which represents the actual embodiment of that standard of 
iving. 

There is no incentive in the U.S. Government to sue alleged in- 
fringers of a patent. The idea of our Government suing an Amer- 
ican manufacturer to stop manufacturing a product is repugnant to | 
the concept which most of us hold of our Government as evils the 
duty to disperse its protections and benefits without favor or 
discrimination. 

Recognition within Government circles that there would be no 
stimulus to develop the commercial use of any invention if the patent 
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right were retained by the Government has led to suggestions being 
made from time to time that the Government should sell an exclusive 
license under a patent to a single manufacturer. Industry generally 
has such serious doubts about the effectiveness with which such an 
exclusive license could be enforced by a private company that it is 
difficult to imagine any private interest obtaining such an excessive 
license and investing large sums in developing the commercial use 
of the invention with any assurance that such an investment would be 
protected by an enforcible right to exclude others. 

Let us assume that the Government would vigorously back up the 
licensee’s right of exclusion. Who would decide who should be per- 
mitted to obtain the exclusive right and who should be excluded ? 
Any administrator attempting to carry out such a program would 
certainly be in a very difficult position. The potentialities of misuse 
in such a situation are so great that any administrator constantly 
would be subject to suspicion and pressure so that it would be im- 

ible for him to do a conscientious and effective job. 

The EJA statement also points out that industry is willing to sup- 
port the principle of granting to the Government royalty-free licenses 
under all inventions made under Government research and develop- 
ment contracts. The statement also shows that, in effect, the Govern- 
ment can obtain a compulsory license at reasonable royalties with re- 
spect to any patent, whether made under a Government contract or 
not, under the provisions of title 28, United States Code, section 1498. 

The Electronic Industries Association is particularly concerned 
with the effect which the application of the principles as now con- 
tained in the patent provisions of the Space Act will have on busi- 
nesses of all sizes and particularly the small creative businesses which 
have contributed so much to the recent phenomenal growth of our in- 
dustry. This is so, not only because a large percentage of our indus- 
try is small business, but also because the larger companies depend 
for their support on small businesses, and recognize that unless the 

tent system is made to work for the smaller as well as the larger 
basins, it will not be long before the entire patent system will be 
destroyed. 

Many of these new small businesses have been created out of the 
imagination and creativeness of our younger engineers and scientists. 
These younger scientists and engineers have made a tremendous con- 
tribution to the field of military electronics. Our industry is con- 
vinced that such imagination and creativeness are capable of trans- 
lating the inventions, which these individuals have created for military 
purposes, into many new uses in the commercial field, provided it is 
economically possible for them to do so. If, however, any business, 
large or small, were to put its efforts and money into the development 
of anew commercial product and did not have the commercial patent 
rights, everyone else would be free to copy the product. The copiers, 
not being burdened with the development expense, might very well 
unfairly be able to take the business away from its originator. This 
is what would happen if contractors were denied the opportunity to 
obtain title to the inventions which they make under Government 
contracts. By removing the patent protection and incentive, we im- 
pose the law of the jungle on industry. Without the patent protec- 
tion, the effort to translate military inventions into commercial use 
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weyers would not be made. Of greater importance, however, is the 


act that the incentive to generate inventions under Government con. 
tracts would be seriously diluted. Such a result would do an inecal. 
culable amount of harm to the United States in its race with the Soviet 
Union in the conquest of space. The fact that there is no way of meas. 
uring the value of inventions which are not made, or whose creation 
is delayed, does not detract from the reality of the loss to our country, 
The question which continuously presents itself is: “Why should 


our Government impose such damage upon the patent system without — 


any compensating benefits either to the Government or anyone else?” 
T am sure that when Congress has studied this matter it will find that 
there are no good reasons for the Government to insist upon taking 
title to any of the inventions made under its contracts. 

The Electronic Industries Association believes that the Administre- 
tor of the National Aeronautics and Space Administration should 
not be left with the burden of attempting to determine what patent 
policies are in the best interests of the United States, without con- 
oe guidance. It is convinced that the policies adopted by the 

partment of Defense and formulated in section 9 of the Armed 


Services Procurement Regulations, which leave the title to inventions | 
with the contractor, are sound, and that the Space Act should be | 


amended so that the National Aeronautics and Space Administration 
will adopt regulations of a similar nature. 

That is the purpose and intent of the form of the bill which has been 
handed to your committee and which is sponsored by the Electronic 
Industries Association. 

Mr. Mirenety. Thank you very much, Mr. Gorn. 

Your closing statement said that NASA should not be left with 
the burden of attempting to determine what patent policies are in the 
best interest of the United States, without congressional guidance. 

Of course, you went further to recommend, in effect, statutory adop- 
tion of the policy set forth by the Department of Defense. Am I 
correct 

Mr. Gorn. Yes, sir. 

Mr. Mircuetu. You feel that the administrative policy should be 
come statutory, insofar as NASA is concerned ? 

Mr. Gorn. That is what we believe; yes, sir. 

Mr. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Mrrcnei. Mr. King? 

Mr. Kina. I have one or two questions, Mr. Chairman. 


Mr. Gorn, on page 2, the third full paragraph down from the top, — 


you say that: 


Recognition within Government circles that there would be no stimulus to 
develop the commercial use of any invention if the patent grant were retained 
by the Government, had led to suggestions being made from time to time that the 


Government should sell an exclusive license under a patent to a single manu — 


facturer. Industry generally has such serious doubts about the effectiveness 
with which such an exclusive license could be enforced by a private company 
that it is difficult to imagine any private interest obtaining such an exclusive 
license— 


and so on. 
I was curious as to what your reasons were as to why industry, get- | 
erally, has serious doubts about the effectiveness of such a license. 


| 
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Mr. Gorn. Well, doubts have been raised, for example, as to whether 
or not a private individual could sue, for example, in the name of the 
Government, the title owner, to stop an infringer. 

There are some questions as to whether the title, having vested in 
the Government, there is any residual right to sue infringers. 

Mr. Kine. Couldn’t that right be assigned to a licensee ¢ 

Mr. Gorn. I suppose it could, but assuming that it existed in the 
first instance; in other words, the question has been raised that the 

nt, having gone back to the grantor, in a sense, the right to sue has 
ne eliminated. This question would be raised, also. 

Mr. Kine. Without having briefed the question, myself, though, I 
would be inclined to feel that the Government would have the right 
to sue to protect its own patent, and having that right, that it could 
certainly assign that right to a licensee. 

Mr. Gorn. The question, of course, it seems to me, is probably more 
as to whether the Government would aang the policy of permitting 
suits by individual companies, even under an assignment, to stop 
infringements by other American manufacturers. 

Mr. Kine. In your next paragraph you state that the Government 
would have quite a practical problem on its hands in determining to 
whom the license should issue. Suppose they simply assigned it to 
the highest bidder in the conventional way? Here is a Government 
asset and it is up for bids. 

Mr. Gorn. This might create, it seems to me, some considerable dis- 
satisfaction in that those that are more financially able to pick up an 
asset of this kind would get it. We have been talking from time to 
time about small businesses, and whether they would be in an equal 
position to bid for and obtain patents of this kind. It seems to me 
there might be considerable dissatisfaction and criticism if that type 
of policy were followed. 

Mr. Krne. In other words, the company that is in the field and has 
developed the specialty in this area and has produced the invention, 
by rights, should be the one to get it, might not be the one that could 
make the highest bid? It might be some giant that would come into 
an area foreign to its normal operations, but because of its superior 
financial position, might be able to outbid the other; is that your 

int ? 
wr. Gorn. That is true. 

Mr. Kine. And that would create some very bad feeling and would 
have a rather depressing effect on the general morale in the industry ? 

Mr. Gorn. I should think so. The probability is that the com- 
pany who had the financial resources would buy a patent, not in some 
area foreign to its activities but somewhat related to it. 

Mr, Kine. It perhaps hadn’t developed a specialty in the same 
sense that this company had ? 

Mr. Gorn. This could be. 

Mr. King. Related but not specialized in this area? 

Mr. Gorn. Yes. 

Mr. Kina. And that would create a morale problem ? 

Mr. Gorn. I should think so. 

Mr. Kine. Now, on the next page you dwell at some length on the 
problem of small business, which is a problem in which I am keenly 
interested, your argument being, that this proposed change will bene- 
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fit the small] business as much as the large one, and perhaps more, for | 


speaking, all other things being equal, needs it more than the lar 
business, because the large business has so many other natural 
vantages: the fact that it is large, that it is traveling in an exclusiye 


the reason that the small business needs patent protection, generally 


realm, it has the advantage of this tremendous momentum that carries _ 


it forward, and this tremendous capital investment, whereas the smal] 


business does not have those natural advantages and therefore must _ 


hold tightly to whatever advantage it can get through patent protee. 
tion; is that in substance what you are saying ? 

Mr. Gorn. That is the point we are trying to make. 

Mr. Kine. It occurs to me, however, Mr. Gorn, that the argument 


would have more persuasiveness if the facts were that small busi- 


nesses were the chief beneficiaries of these contracts. But, as I 1. 
member the figures—I don’t have them at my fingertips, but I am 
aware of having read quite a few statistics in this area, and they are 
to the effect that the large companies are the ones that are really 
getting the lion’s share, by a tremendous percentage, over the small 
businesses. 


The small businesses, even though there may be tens of thousands | 


of them, are getting crumbs, figuratively speaking, and about 50 
giants are really walking off with about 80 or 90 percent of the loaf, 
My memory may fail me a little on those figures, I am just talking 
from the impression that I have. But if what I say is substantially 
correct, then the force of your argument is greatly weakened, I think, 

Mr. Gorn. It seems to me there are two aspects of that where the 
statistics ought to be looked at, possibly, a little more and analytically, 
Larger companies do, as a rule, file more generally on the inventions 
which are made. In effect, they can afford to do it more than the 
smaller companies. The larger company, in a sense, tries to build up 
a large fone portfolio, and many of the larger companies use them 
purely defensively. 

A single patent on a critical item with a small company can v 
well constitute, insofar as that particular small company is concern 
a very effective protection for the peculiar creativeness which that 
small company generates. 

Mr. Kine. So what you are saying is that a patent to a sma)) com- 
pany means a lot more than a patent to a large company ¢ 

Mr. Gorn. I believe this to be true. 

Mr. Kine. That your figures in the absolute sense are not really 


revealing of the real situation ? 
Mr. Gorn. That is right. 


Mr. Kine. A hundred patents in the portfolio of one of the giants 
might not mean very much if they use them only defensively, just put 
them away in a pigeonhole to use only in case of emergency, that may 
not be very important, but one patent in the hands of a smal) com- 


pany could mean life or death 4 
Mr. Gorn. This I believe has a great deal of truth to it. 


Mr. King. The one aspect of this that has disturbed me—and Tam — 


sure it has disturbed a lot of people, and it really is the center of the 
controversy—is whether or not these proposals will serve to increase 
the gap between the giants, on the one hand, and the small businesses 
on the other, We have all looked with alarm, [ am sure, over the fact 


t 
i 
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that the giants are getting bigger and that the gap, in many respects, 
js getting wider and wider between the big ones and the little ones. 

ur free enterprise system works best where you don’t have too 
large a gap and where all of those in a field have reasonable oppor- 
tunity to compete together or against each other on a more or less 
equal basis. But where the big ones get bigger and bigger and the 
small ones find it harder and harder to survive, then you have some 
real problems. I mean, we all recognize that, and we view with a 
certain amount of alarm the fact that our society is spawning giants. 
They are inevitable, I realize that. I am not critical of the fact that 
we have giants, but at least we are a little alarmed. 

Now, the thing that concerns me is: Does this proposed legislation 
simply have the tendency to make the big ones even bigger ¢ 

Mr. Gorn. I don’t believe that would be so. That is, the growth of 
the larger companies, it seems to me, would be dependent on factors 
other—primarily other than the patent factor. But, however, the 

rowth and existence of a small company might very well, as I say, 
epend upon their patent picture. So the result might be the opposite 
of that which you suggest ; that is, that if any business, large or small, 
which is creative is permitted to retain their inventions, the title to 
their inventions, this might be an e ualizing factor rather than a factor 
which tends to emphasize the difference in the size of the two com- 
anes. 

It doesn’t make too much difference whether a large company, with 
respect to a particular product, has a dozen patents covering that 
product if it goes to sue a smaller company; one patent isenough. In 
other words, there comes a point at which mere increase in the num- 
ber of patents with respect to a larger company does not sensibly in- 
crease the disparity between power of the larger and the smaller com- 

any. I am afraid I am repeating myself, this is the same argument 
ineffect which I have made before. 

Mr. Kina. You represent the Electronic Industries Association 
which—or at least you are here representing them today. You are 
their voice or spokesman, in effect! 

Mr. Gorn. Yes, sir, 

Mr. Kine. You have indicated that they include some 350 elec- 
tronic companies, many of which are what you would call small com- 
panies within the definition of the Small Business Administration. 

0 you know of your own personal knowledge whether the majority of 
these small ag ae in your association favor this legislation ? 

Mr. Gorn. I have indicated the circulation of the statement which 
is in the record to all of these companies. The responses which I 
have had to it, both in the committee meetings and by mail have all 
been favorable to it. I have had no adverse comment from any of our 
member companies. This, in a sense, s a somewhat negative deriva- 
tion of the impression, but I believe if there had been any of our 
smaller companies who disagreed with the position which { have taken 
here today, that they would have made their voices felt and would 
have said something about it, It is on this basis that I believe that, 
generally, all of our member companies are in favor of the position 
which Tam advocating here today, 

Mr. Kine. They have all had notice of this; is that correct? 

Mr. Gorn. Yes, The hundred member companies of 8 patent 


committee have had the mailing—several mailings of the draft of this 
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statement and bill. Now, there are, evidently, some member companies | 
who do not have membership on my committee, although they are | 
’ 


entitled to it. In other words, some of the companies have not py 


members on my committee. But the membership of the committee 
had several thorough goings over with this particular bill. 


Mr. Kine. Do you have any companies in your organization that are 
as small as, shall we say, 25 to 50 employees, any down that small? 


Mr. Gorn. I do not have those figures at hand, so I would not be | 


able to answer positively. I believe that this may be so. 

Mr. Kine. It just occurs to me that there is a world of difference 
between a well-established company of 500 employees or just under, 
on the one hand, and a struggling company of 10 or 20, 25 employees 
on the other, both of which are classified as small business, but in 
which there is a world of difference. 1 would be interested in knowi 
whether the young company that is just getting started and struggling 
along with 10, 15, 20 employees, or even less, 5 employees maybe, but 
with still some good potential, whether they would take the same posi- 
tion. 

Mr. Gorn. I believe they would, but this is—it might be possible for 
us to by some sort of a questionnaire circulation generate a more au- 
thoritative or detailed support for the position. I do know—I have 


talked to various Boston people in the Boston area, from which I come, | 


from which a great number of smaller companies have been spawned, 
I have talked to some of the patent men who represent them. And 
this position where the creative companies, particularly in our in- 
dustry the newer ones are built up out of creativity, there seems to 
be pretty much unanimity of opinion that it is good for them to get the 
title to en inventions, the commercial rights, rather than vice versa, 

Mr. Kine. Thank you very much for your answers. That is all! 
have, Mr. Chairman. 

Mr. Mr. Chenoweth 

Mr. Cuenoweru. Mr. Gorn, what has been the history of Govern- 
ment ownership of patents in the years gone by? Has the Govern- 
ment taken title to patents in any area that you recall ? 

Mr. Gorn. Of course we know the Government has taken title to 
patents in the atomic energy area. 


Mr. Cuenowetu. That is fairly recently. I mean going back — 


beyond that. 


r. Gorn. Back further than that, the only experience which comes — 
to my mind is during World War II when the Alien Property Cus — 
todian seized title to a large number of patents owned by enemy aliens, _ 


Mr. Cuenoweru. That was an unusual situation. 

Mr. Gorn. That was an unusual situation. But even there, there 
was a general offer of royalty-free licenses to industry. 

Mr. Cuenoweru. In other words, it has never been the practice of 
the Government to take title to patents? 

Mr. Gorn. I donot believe so. There may have been some instances 
which I do not know of. 

Mr. Cuenowern. In your long experience with patents, with your 
fine background, do you recognize any situation wherein it might be 
advantageous to the Government to ownership of a patent? 

Mr. Gorn. Yes. 

Mr. Cuenowern. What would those occasions be? 
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Mr. Gorn. That would be an occasion where the inventor, or invent- 
ing company or organization, elected not to file on their own, in which 
ease it is conceivable that some other independent inventor, coming 
jater, might file and get a patent on which he could base a claim 

inst the Government. Whereas, if the Government under those 

arcumstances decided to file the patent application it would establish 

the priority, if you will, of the previous invention and therefore 
revent future claims against the Government. 

Mr. CuenowetH, That is the present policy under the Department 

Defense ? 
tage Gorn. That is the present policy under the Department of 
Defense procedures. ; 

Mr. CHENowETH. Do you feel in the atomic energy field that it is a 
wise policy for the Government to take ownership in those patents? 

Mr. Gorn. No, I donot believe so. 

Mr. Cuenowetu. You do not recognize any particular, peculiar 
situation there that might justify such action ? 

Mr. Gorn. No. I think in that area, too, it would be better if the 
same policy as followed by the Department of Defense were followed 
there. I think it might give some stimulus to the translation of some 
of these more esoteric inventions into the commercial field. It might. 
It is my feeling. 

Mr. Cuenowern. Well, the Government enjoys no greater benefits 
under ownership than it does under the exclusive license, does it, as far 
as Government production would be concerned ? 

Mr. Gorn. Yes. But you have mentioned title and exclusive 
license 

Mr. CHenowetu. Yes. As between the two. 

Mr. Gorn. As between the two there would not be any difference. 
But I do not know of any case where the Government takes an 
exclusive license. 

Mr. Cuenowern. Is that not the procedure under the Department 
of Defense program ? 

Mr. Gorn. No. 

Mr. CuenowetHn. I mean nonexclusive license; I beg your pardon. 

Mr. Gorn. Nonexclusive, yes, sir. I believe the Government gets 
all of the benefits from the nonexclusive license. 

Mr. CuEenowernH. It would be exclusive so far as governmental 

are concerned ; it is nonexclusive for non-Government—— 

Mr. Gorn. Yes, the word “exclusive” or “nonexclusive” I think 
does not seem to have any significance in this area, because the Gov- 
emment can have the invention made for it by anyone. 

Mr. Curenoweru. That is right. That is for Government use. 

Mr. Gorn. For Government use, certainly. 

Mr. Cuenowetu. But not for commercial use. 

Mr. Gorn. Yes, sir. 

Mr. Cuenowern. In other words the Government cannot go into 
competition with General Motors or some other company. 

r.Gorn. This is true. 
_ Mr. Cuenowern. Then for all practical purposes the Government 
is just as well off with this nonexclusive license as it would be with 
the ownership ? 

Mr. Gorn. I feel this is absolutely correct. 
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Mr. Cuenowetu. Do you feel that the present law dealing with 


not been able to generate any facts in support of. 
I found reluctance on the part of contractors, dismay, in a sen 


NASA is retarding and holding back development in our research _ 
program because of the reluctance of contractors to participate in q 
program where they feel that they cannot or may not get the title to 
their invention ? 

Mr. Gorn. This is a mening which I might have which I yet haye 


and disturbance, that in order to take NASA contracts they are asked | 


to give up the title. 


I do not know whether, as yet, in the program which NASA has | 
far adapted, that it has "introduced any delay, but it certainly ine 


tential source of delay and it may already have occurred. I simply, | 


rankly, have not been able to uncover facts which indicate that there 
has been an actual delay, but the seeds of it are there. 
Mr. CuenowetuH. But you are now recommending to this committee 


that that section be changed and go to the policy of the Department _ 


of Defense ¢ 

Mr. Gorn. Yes, this is true. 

Mr. Cuenoweru. You make that now without any hesitation or 
qualification ? 

Mr. Gorn. Without any hesitation or qualification. 

Mr. Cuenoweru. Thank you, Mr. Chairman. 

- Mr. Dapparro. In the first sentence of your last paragraph you 
state it is the opinion of your association that the Administrator of 
NASA not be given the burden of setting these guidelines, himself. 
What special wisdom in the Department of Defense which you believe 
would not be within the capacity of the Administrator of NASA to 
make such decisions and to assume such burden ? 

Mr. Gorn. I do not ascribe any special aptitude or abilities in the 
Department of Defense; I am looking back at what has happened, in 
a sense. The policies of the Department of Defense, as represented 
in the ASPR, have been developed after long, hard, soul searching be- 
tween the Department of Defense and industry. It certainly does not 
represent everything that anyone in industry would like and it may 
not —- even what everybody in the Department of Defense 
would like. 


However, in my opinion, having been hammered out, if you will, | 


on the anvil of controversy and cooperation, it has developed, it seems 
to me, to be the best compromise between all of the interests involved. 
Now, it is in that sense, I believe, that those policies represent 4 
considered and developed policy which ought to be now adopted asa 
statutory guide rather than to leave to the Administrator embarking 
anew in this whole area to try and develop some new measures. | 
believe these are tried and true measures and ought to be adopted. 
Mr. Dapparro. Well, if the Department of Defense regulations have 
a special value, is it not because of the fact that they have been hewn 
out over the course of time, that they have changed and adjusted 
themselves with circumstances and that they can in the future? Why 
then would you want to allow that condition to keep going so ther 
could be change to meet changing circumstances, and thus make rigid 
the policy of NASA? To follow this through and to follow your 
theory through, 3 or 4 years from now, the Department of Defens, 
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changing circumstances coming about, would be different than the 
policy of NASA which would have been tailored after their regula- 
tions as of today’s date, but they then could not be changed except by 


W. 

Wir. Gorn. That is true. The bill we have suggested has a certain 
degree of flexibility to it. But what it does do is to enact into the 
statute, or suggests that this be done, the basic premise that when an 
invention is made under a research and development contract, the 
Government should be entitled to a nonexclusive royalty-free license 
for it. 

That basic thing, it seems to me, has in my opinion an air of perma- 
nency which might now be enacted into the statutes. 

Mr. Dappario. Then would you say we should also amend or submit 
setatory regulations of the same nature to guide the Department of 
Defense 

Mr. Gorn. Yes, I think that this might be—that is, if it were done 
for NASA, it also should be done for DOD. 

Mr. Dappario. And that—what would this do with your theory 
that this has come about because of the fact that it has ‘a able to 
adapt itself to a program that has changes from time to time and 
which has that kind of flexibility? The thing I do not understand 
is why at this time would you want to make rigid a situation which 
you feel has been brought about eee because you have had the 
opportunity to have room to move around 

r. Gorn. Well, of course, I suppose there is this difference, that 
the DOD policies, in a sense, eivalthan brought into question by the 
present Space Act. Are those the policies which are sound or are 
the policies which are expounded in the Space Act of 1958 sound? 
This is the question. Should it not be answered? Congress has raised 
the question in a sense and maybe this committee is considering that 

uestion. 

’ In my opinion, industry and possibly the Government agencies may 
be looking for an answer to that question. It seems to me that there 
ought to be some mechanism whereby Congress does give its stamp of 
approval, if you will, to the principle which I have been supporting 
here. The only way in which I see that it can be done—mayby I am 
overlooking something—is that Congress enact it into the statute in 


order that it does serve as the stamp of approval on this type of prac- 


tice rather than on the type of practice which is required by the Space 
Act of 1958. 

Mr. Dappario. That is all, Mr. Chairman. 

Mr. Mrreneii. Mr. Gorn, the next to the last paragraph in your 
statement, you ask the question and you say the question which con- 
tinuously presents itself is: Why should our Government impose such 
damage upon the patent system without any compensation benefits 
either to Government or to anyone else? Further, you say, “I am 
sure that when Congress has studied this matter it will find there are 
no good reasons for the Government to insist upon taking title to any 
of the inventions made under its contracts.” I assume that is across 
the board. 

-Mr.Gorn. Yes, sir. 

Mr: Mrrcuety. Do you feel whether it is an AEC or NASA or 
Department of Defense that there would be under no circumstance, 


vith 
rch 
ina | 
eto 
ave | 
nse, 
sked 
US | 
| 
here 
ittee 
nent 
| 
you 
or of 
self, 
lieve 
A to 
n the 
ad, in 
ented 
be- 
2s not 
may 
»fense | 
will, 
seems | 
olved. 
sent a 
dasa 
es, 
ed. 

s have 
hewn 
justed 
Why 
there 
rigid 
y your | 
efense, 


332 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


that you can imagine, that there would be any benefit for the Govern. | 


ment taking title? 

Mr. Gorn. Thisis my conviction. 

Mr. Mrrcnety. Are there any further questions ? 

Mr. Kine. May [ask one more, Mr. Chairman ? 

Mr. Yes. 

Mr. Kine. Mr. Gorn, Mr. Johnson, General Counsel for NASA, of 
course, followed the same general line that you followed this morni 
he did nevertheless say that there were three or four areas in whi 
he felt that the Government could well retain title to patents. He 
mentioned the one that you mentioned, namely where the inventor, 
himself, refused or failed to take the patent, in which case the Govern. 
ment would want to step in to protect itself. But he mentioned one 
or two others. They had to do with very critical areas, inventions 
that might be considered the keystone, perhaps, in a great series of 
future inventions to come, where the very welfare and preservation 
of the country seemed to be rather intimately tied up in that particular 
invention. And he seemed to be disposed in that case and two or 
three others that he mentioned to have the Government retain title 
for security reasons. 

Mr. Gorn. For security reasons, sir? I donot see—— 

Mr. Kine. I am using the word “security” perhaps in the non- 
technical sense, but you understand the sense in which I use it. The 
invention was considered so critical, so important that it was felt 
best that there not be any monopoly in connection with it, that it was 
an extremely critical, important, key invention. Do you feel there is 
any area there in which the Government might retain title? 

Mr. Gorn. Frankly, I do not sir. I think if we look at any of these 
areas, insofar as the Government is concerned, of course, if the in- 
vention is made under a Government contract, the Government has 
a free right to use it without limit. 

If these inventions are in the wild blue yonder, the chances are 
that the activity in that area will be governmental activity. 

Now, at this point I am going to say something which I believe— 
I am not speaking for the industry association because this is nota 
question which has been put up to them—but I believe that a certain 
bugaboo which has been mcs 4 for example, as to industry or patent 
owners using patents to restrain or restrict the development — 
ucts, which might be critical to the well-being of the United States. 
Now, I do not believe that this has meme but I certainly would not 
oppose, and might even be in favor o i i 
‘ype of provisions, which, for example, do occur in the Atomic Energy 

ct; whereas if anyone could show that any such action was being 
taken in detriment to the well-being of the United States, that a com- 
pulsory license could be ted. Frankly, I doubt very much whether 
any such showing could be made. I know that in the past no such 
showing has been made as exists in the Atomic Energy Act. So that 
I do not believe it is necessary in order to knock down what I believe 
is a strawman of nonuse or repressive use of patents, for the Govern- 
ment to retain the right to decide for—not only the Government but 
the Administrator to retain the right to decide which invention shall 
belong to the Government and which shall not. I think it is sounder 
and healthier if the general proposition which I have urged here, that 
is that the title be left with the contractor, be followed. 


enacting compulsory licensing — 
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Mr. Kine. You feel, then, that if an invention is of the type that I 
have described ; namely, that it is a key invention which sort of un- 
locks great avenues of future development in a certain area in which 
the Government is interested in having a development program, and 
that if a particular patentee chooses to just sit on that invention, in- 
sead of commercially exploiting it, you feel that under the compul- 
sory license power of the Government, or some other means, that they 
can get that into circulation ? 

r.Gorn. Yes. I believe the Atomic Energy Act has provisions of 
that nature in them. ‘This is my personal feeling that I certainly 
wouldn’t oppose that type of action. I think that this would be a 
wer which would lay to rest this—which I believe is something that 
n't or is not very likely to occur in the future. 

Mr. Kina. Does the thvveraaate become the licensee in that case? 

Mr. Gorn. No. Under the Atomic Energy Act anyone who shows 
that he is now—now, I don’t have the act in front of me—shows that 
he has applied for a license from the patent owner, wasn’t able to get 
one at reasonable terms, that the invention, which is of a critical nature: 
insofar as the well-being of the United States is concerned, and he: 
makes such a showing, he can get—he, the individual company or or- 

nization—can get a nonexclusive royalty-paying license at reason- 
able terms so he is able to make that invention. 

Mr. Kine. Well, is there legislation on the books now allowing that 
tohappen in the case of NASA ? 

Mr. Gorn. Oh, yes. Insofar as that is concerned, the code—that is,. 
98 U.S. Code 1498—the effect of that statute, which applies to the en- 
tire U.S. Government, is that if anyone makes or uses an invention 
for the U.S. Government without right from the patent owner, the 

tent owner has no recourse but to go against the irs. Government 
in the Court of Claims for compensation. In a sense, therefore, the 
U.S. Government has a compulsory license. It can use any of these 
inventions, and if the patent owner, for example, were to refuse to 
grant a license at reasonable royalties, and the Government decided 
to go ahead and use it anyway, the Court of Claims would decide what 
would be the reasonable compensation for that use. 

In other words, this is, in effect, a compulsory license to which the 
U.S. Government generally is entitled, wady any patent. 

Mr. Kine. Thank you. That isall. 

Mr. Dapparto. Mr. Yeager? 

Mr. Yeacer. If I may ask you about the company with which you 


are associated, Raytheon. 


Mr. Gorn. Yes. 

Mr. Yracer. If my recollection of the history of Raytheon is cor- 
rect, at the end of World War IT, 1944 or 1945, it was not the health- 
iest electronic corporation in the country ? 

Mr. Gorn. Yes. 

Mr. Yracer. At least it was not in the category with such giants as 
GE, Westinghouse, and others. Today, it is a recognized leader in 
Pw foo field, which is a competitive one. I notice Raytheon 

is 57-—— 
bag Gorn. Fifty-seven. It must have gone up several points to- 
y. 
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Mr. Yeacer. Maybe that was the opening, and the close, 55; I an 
not sure. My question is, Since this is a highly competitive field anq 
there has been such a change in Raytheon over the past 15 years, how 
mnpontant to your growth do you consider that the patent system has 

net 

Mr. Gorn. I think it has been very important. Let’s take, for ex. 
ample, what happened after World War II, not insofar as Raytheon’s 
growth is concerned, but also insofar as military activities are con. 
cerned. Raytheon came out after World War Ti with some substan- 
tial patent coverage in the magnetron area. We had what we be. 
lieve are basic patents, and this fact was instrumental in our decidi 
to stay in that business, to push that business and push the develop. 
ment of the magnetron business. I am under the impression—I be- 
lieve that practically everyone else in the country dropped it, and that 
when we came into the Korean war area, the Raytheon Co. was there 
with its improved magnetrons and its continuing production facilities, 
and this was, I believe, of invaluable benefit to the effort which has 
burgeoned since that time. 


Mr. Yeacer. And it is true, is it not, that the magnetron is an in. | 


strument which in many ways has a great deal of potential for space 
exploration 
r. Gorn. It has, indeed. 

Mr. Yeacer. That is all, Mr. Chairman. 

Mr. Mr. Carstarphen. 

Mr. CarsrareHeN. Mr. Gorn, in those cases where the contractor 
elects not to file the patent application, and there is publication of the 
invention, would this publication be sufficient to protect the Govern- 
ment’s interest as well as the formal patent, assuming, of course, that 
there is a sanctioning legislation to the publication to give it the de- 
sired defensive effect ? 

Mr. Gorn. I followed you, except when you got to this legislation 
which you spoke of in the last part of your sentence, because under the 
law as it exists today, any publication is public disclosure which would 
prevent a valid patent from being obtained if the application were 
filed more than a year after the publication date. And also the in- 
vention date come have to desta this publication date in order for 
anyone to prevail. So there is no legislation necessary to make that 
effective. But the effect of a publication is not quite as complete and 
as extensive as the protection which the filing of a patent application 
gives to its applicant. 

In other words, if a patent is issued on an invention and someone 
else wanted to claim the same invention, he would have to, for exam- 
ple, file an application within a year and copy of the claims defining 
the invention, go into an interference proceeding to determine who 
actually is the first inventor. And in that proceeding, the activities 
which preceded the filing of the application would be introduced, and 
the one who, in fact, made the invention first would generally win. 
It. is a rather technical proceeding, but it does, in effect, carry a pro- 
tection back to what would normally be the publication date. To this 
extent the Government would get added benefits from its ability to file 
a patent application over and above what it would get from a mere 
publication. 

Mr. Carstrarruen. Thank you, sir. 
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Mr. Any further questions ? 

Mr. CuenowetuH. May [| ask just one further question ? 

Mr. Mircney. Judge Chenoweth. 

Mr. Cuenowetu. Where the invention deals with strictly a military 
weapon or implement, no commercial value whatever, what is the 
situation insofar as ownership of patents is concerned in that case ? 

Mr. Gorn. Well, it is difficult to generalize. Actually, in com- 

ies who look with a pretty intensive eye at what they file, the 
question is asked : “If we file this particular patent, how are we going 
to get our money back, if you will?” If an invention, therefore, is 
made under a Government contract which appears to the inventor 
to have only military use and no commercial use, the chances are that 
this would be the type of invention which the inventing company 
would elect not to file on, and that would be the type, presumably, 
which the Government would pick up the election Med file on its own 
behalf. 

Mr. Cuenowern. That is the procedure, then, that is followed 
generally ¢ 

Mr. Gorn. It is followed in my company. I don’t know how—and 
I believe it is followed more or less generally, this is true. 

Mr. Coenoweru. Where the company recognizes only an exclusive 
military value, then it decides not to file, and then the Government 
takes the patent ? 

Mr. Gorn. That is right. 

Mr. Cuenoweru. I see. Thank you, Mr. Chairman. 

Mr. Mircneti. Thank you very much, Mr. Gorn. We certainly 
appreciate your appearance and your testimony. 

r.Gorn. Thank you, sir. 

Mr. Mircue yt. The next witness this morning is Mr. John T. Love, 
chairman, section of patent, trademark, and copyright law, Ameri- 
can Bar Association. 

It isa privilege to have you with us, Mr. Love. 


STATEMENT OF JOHN T. LOVE, CHAIRMAN, SECTION OF PATENT 
TRADEMARK, AND COPYRIGHT LAW, AMERICAN BAR ASSOCIA- 
TION 


Mr. Love. Mr. Chairman, it is a privilege to be here. I did not 
file a written statement of my own background, and I might take just 
amoment to set it forth for the benefit of the committee. 

At the present time I am chairman of the section of patent, trade- 
mark, met copyright law of the American Bar Association, which is 
an association of lawyers numbering in excess of—its membership is in 
excess of 92,000. 

I was about 5 years chairman of our section’s committee on govern- 
ment relations to patents, and was chairman at the time Dr. Palmer 
was Chairman of the Government Patents Board. I was 2 years 
chairman of the Chicago Bar Association’s committee on patent, 
trademark, and trade practices, 4 years member of the American 
Bar Association patent section, and for 3 years a member of the board 
of managers of the American Patent Law Association. I am a mem- 
ber of the bar of the State of Illinois and a member of the Supreme 
Court of the United States, and in private practice of the law in the 
patent field in Chicago. 
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There is a formal resolution adopted by the American Bar Associa. 


tion by its house of delegates, and I have presented a statement 
which I should like to read forthe record. __ 

The position of the American Bar Association on Government inter. 
ests in patent rights is expressed in the following resolution adopted 
by its house of delegates in Chicago, February 23-24, 1959: 

“Resolved, That the American Bar Association approves the reten- 
tion by a contractor of full title to all patent rights arising out of 
research or development contracts sponsored primarily for govern. 
mental use by any governmental department, agency or the like, 
subject only to a royalty-free nonexclusive license to the Govern. 
ment for governmental purposes, but not to enable the Government 
to furnish services and supplies to the public in competition with a 
contractor and its licensees: Be it further 

“Resolved, That the American Bar Association specifically disap. 
proves those provisions of the National Aeronautics and Space Act 
of 1958 relating to such patent rights, and be it further 

“Resolved, That the section of patent, trademark, and copyright law, 
through its officers and appropriate committees, be authorized to 
present this resolution to the appropriate governmental bodies and to 
urge consideration of the same. 

ong the reasons supporting the position of the American Bar 
Association are the following: 

1. Incentive to the best-qualified contractors to become more inter- 
ested in doing governmental research and thereby better 
insuring to the Government research and development work of the 
highest quality. 

2. Particular benefit to small business which, as experience and case 
histories show, is much more dependent upon the adequacy of its 
patent protection than is a large commercial enterprise. Small busi- 
nesses need the protection afforded by patents to give them a foot- 
hold in order to compete with the giants of industry. 

3. Assuring the Government all the rights it needs for its purpose, 
including that of reaching multiple supply sources, while enabling 
the Government to avoid a number of problems, such as filing and 
prosecuting patent applications, consideration of the nature of licenses 
granted, etc. 

4, Probability of ultimate decrease in cost of Government research 
and development work. 

5. The likelihood of Government and all segments of industry 
working in harness together, as in a close partnership to promote the 
interests of the United States and each of its citizens in the develop- 
ment of space vehicles and equipment of all types and for all uses, 
both governmental and private, and the acquisition of knowledge in 
what now appears to be a contest of time between ourselves and 
Russia. 

Section 305 was written into the National Aeronautics and Space 
Act of 1958, Public Law 85-568, without adequate public hearings. 
Weare, therefore, grateful to be able to present our position and views 
at this time and earnestly urge that legislation freeing the patent 
clauses of the Space Act from their fettering provisions be enacted 


at the earliest possible moment. 
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As we know, section 305 provides that inventions made in the per- 
formances of a Government contract shall be the exclusive property 
of the United States. Elaborate machinery is set up to settle disputes 
between a contractor and the Government, which machinery from the 
standpoint of small business is very expensive to use. Furthermore, 
the use of the Patent Office staff for the purpose of settling title dis- 
putes is using it for a purpose for which it was not intended under 
title 35, United States Code. 

The Administrator does not have the right under section 305(f), 
upon a determination that the interest of the United States will be 
served thereby, to waive all or any part of the rights of the United 
States with respect to any invention or class of inventions made or 
which may be made by any person or class of persons in the perform- 
ance of any work required by any contract of NASA. Without an 
adequate guide for the Administrator such waiver clause can be very 
restrictive or very liberal, depending upon the personal interpreta- 
tion of the Administrator and the waiver regulations being used at 
any particular time. It should be recognized that a cautious adminis- 
trator would and should be inclined to be restrictive rather than liberal 
in waiving rights to inventions and, consequently, to patents. 

A restrictive waiver policy by the Administrator is inconsistent 
with the policy of the American Bar Association and is inconsistent 
with the interests of the United States in securing those benefits to 
itself, its citizens and business interests, particularly small business 
interests, as previously discussed. 

The American Bar Association, therefore, favors the amendment 
of section 305 to enable the Administrator to grant title in inventions 
and patents to the contractor with a nonexclusive, royalty-free license 
to the Government in all cases, except for the rare instance where the 
Government needs full title to the invention and patent. 

I should like to add to that statement just slightly. I have seen 
the proposed revision of section 305 and it would appear to me, with- 
out submitting it to our committee or to our section for a vote and 
consideration, that that reaches the position which the American Bar 
Association seeks. We are not particularly concerned with how the 

ition is reached, but only that it be reached. Whether it be done 

y legislation or by reasonable rules and regulations under the Space 
Act is something which I am sure would not be of particular conse- 

uence. 

: Mr. Mircuetyi. Mr. Love, first. let me thank you in behalf of the 
members of the committee for your statement. Of interest to me is 
your closing sentence as to what the American bar favors, a nonex- 
clusive royalty-free license to the Government in all cases except for 
the rare instance where the Government needs full title to the inven- 
tio and the patent. Of course, that gets to the heart of the matter 
this committee is considering. We have had witnesses who feel that 
patents should, in effect, be done away with, that the Government in 
general, in this particular area, should take title to patents, and the 


_ witness who preceded you, and others, felt that in no instance was it 


necessary that the Government take title. The American bar recog- 


nizes, then, there may be occasions insofar as NASA is concerned, 
where the Government should take title; is that correct ? 
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Mr. Love. Yes, Mr. Chairman. <As a matter of fact, T can conceive | 
of at least two situations where the Government should probably anq 
would take title. The first is where an invention is made by an em. t 
ployee of the Government. The second would be, as under the De | 1 
partment of Defense situation and those Mr. Gorn talked about, would | 
be where the contractor, through lack of interest or Chrough a situation, | 
where there is Jack of consnmer potentia) m the invention, the Goyery. 
ment should take title asa defense measure. 7 

Mr. Mrrcnevy.. We are dealing in a field of the unknown now, but 
in this area where there would be some mvention that was so unique | 3 
that the Government, in the public interest should take title? J 

Mr. Love. Right at the present minute I can’t conceive of that 1 
unusual situation arising. I don’t know that in the space develop. « 
ment, in its technology, that there is such an invention as may be made | 
in connection with atomic energy. There might be just one at the | 

resent time, and with the present development of the intercontinental 

allistic missiles and the missiles which this country has put out into 
space, I can’t see that there would be such a complete departure from 
the technology as it has developed at this early stage, that such an 
invention as of the type firmly made would appear. 

Mr. Mrrcnetzt. Do you feel that although vou cannot conceive it, 
that in writing a statute, that the Congress should put such a safeguard 
for the public interest into law so that the Government could, in the 
eventuality that that took place, reserve title ? 

Mr. Love. I think in the wisdom of Congress if it chose to do so, 
that itshould doso. However, as I conceive section 305 as proposed to 
be revised, that that would be possible. I think it would be possible 
under the Department of Defense rules and regulations. 

Mr. Mrrenety. Mr. Daddario? 

Mr. Dapparto. No questions, Mr. Chairman. 

Mr. Judge Chenoweth ? 

Mr. Cuenoweru. Mr. Love, in your reference to the regulations | 1 
permitting the Administrator to waive, you call it rights to inventions, 
and consequently to patents, I just want to get your observations on the | i 
meaning of that language. 

As a matter of fact, if the Administrator of NASA issued a waiver, | P 
he would not be waiving any Government rights so far as the actual | 
practical situation is concerned; would he? The Government in any | It 
event would take the nonexclusive royalty-free license to which you { |a 
referred, which gives the Government all the rights it needs so faras | 
any Government production of that item is concerned, and leaves the 
commercial element to the inventor. So what would he really be 


oof rey 


waiving now, as a matter of strict legal interpretation ? he 
Mr. Love. The Administrator would be waiving the legal title to | 4 
the invention and to the patent which might be granted thereon. g 


The Administrator would withhold a part of that, small part of 
that title to the Government by way of its nonexclusive royalty-free | a 
and irrevocable license for governmental purposes. ge 

Mr. Cuenowetnu. I am thinking, now, so far as the U.S. Gov. YU 
ernment is concerned, what benefits would incur to the Government. | 
As a matter of fact, they are just as well off with the nonexclusive 
royalty free license so far as the Government interest in that inven- th 
tion is concerned, as they would be under the absolute ownership; de 
would they not ? 
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Mr. Love. That is correct. 

Mr. CHENOWETH. So really he is not waiving very much? We use 
the word “waiver” in a sense that perhaps he is giving away something 
yow, of great value, which belongs to the Government. [ think that 
has caused some concern in the committee and out. 

Now, just what is he giving away of value to the Government 4 

Mr. Love. I would say he is giving away nothing of va)ue to the 
(Government. 

Mr. CuenoweTn. So it is a rather moot question we are talking 
about, here, iS it not, whether the Administrator is hberal, restrictive, 
whether he issues a waiver or not, we are dealing with something 
which really has no practical application so far as the Government is 
concerned ? 

Mr. Love. Insofar as the Government is concerned, that is correct, 
but it does have the substantial application insofar as the contractor is 
concerned. 

Mr. Cuenowetn. Yes; I understand that. And that has great sig- 
nificance so far as he is concerned. But I think the atmosphere has 
been created in this present situation that the Administrator is con- 
fronted with tremendous decisions to make, he has a heavy obligation, 
responsibility, resting on him to make these decisions as to when and 
where he will issue the waiver. But as I understand the situation 
that is really not such a soul-shaking decision after all, because he is 
really not going to waive very much, waive away anything, perhaps, 
that. belongs to the U.S. Government. The Government is just as well 
off in the end regardless of whether he issues the waiver or not. 

Mr. Love. That is correct. 

Mr. Cuenowetu. So far as the use of that. particular patent is con- 
cerned, would that be a fair assumption ? 

Mr. Love. That is a fair assumption but it is only from the Govern- 
ment’s side. Insofar as the contractor is concerned the waiver is very 
important. 

Mr. Cuenowetu. The American Bar Association has take a posi- 
tive unequivocal stand on this legislation, as I understand it. 

Mr. Love. The American Bar Association has not seen the pro- 
posed legislation, obviously, because as I understand, the text of it was 
released only Monday of this week. It will consider that, at least 
it will consider it in our section on patent, trademark, and copyright 
law, and the chairman of the committee who will consider that for us, 
Mr. John Wise, of Chicago, is sitting behind me. 

However, the American Bar Association position is as stated in the 
resolution which arose in our section and which was presented to the 
house of delegates last February and was adopted by the house of 
delegates. If I am not mistaken it was adopted by the house of dele- 
gates without any dissenting vote. 

Mr. Cuenoweru. Do you feel, Mr. Love, in your practice of patent 
law and your contact with your clients and contact with the trade 
generally that this section in the NASA Act is working a hardship 
upon contractors and perhaps is retarding the normal research and 
development program of space inventions ? 

Mr. Love. Five had only one personal contact in connection with 


that. One perapeny told me last month that it had, so far, refused to 
rovernment. It felt that it just could not do so on a 
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fair basis and that it was then—that was a month ago—considering 


taking a subcontract in the Space Act field. 
Mr. Curnowern. But the company was reluctant to enter into q 
contract with the Government ? 
Mr. Love. It was reluctant to enter into contracts generally, 
Mr. CHENOWETH. On account of the—— 
Mr. Love. Because of the restrictive—— 


Mr. Cuenoweru. On account of this provision providing Govern. . 


ment ownership of the patent? 

Mr. Love. It was not stated solely on that ground, it was mor 
general than that, but that is one factor that entered into their decision, 

Mr. Cuenowetu. In your discussion with patent lawyers and in the 
industry generally do you find considerable discussion and opposition 
and comments that it is unworkable and it should be revised? Js 
there much interest in this particular section ? 

Mr. Love. There is very substantial interest in this particular see. 
tion and it has occupied a great deal of time in our committees and 
in our section involved with patents and the American Bar Associa. 
tion. 

Mr. Cuenowernu. The feeling is general that this section should be 
— or modified ? 

r. Love. It should be modified. With the section being in the law 
at the present time it probably would be inadvisable to repeal it 
and leave nothing there. 

Mr. CuenowetH. You are familiar with the Department of Defens 
are you? 

r. Love. In general, yes, sir. 

Mr. CuenoweEtuH. Do you feel we should adopt something similar 
to that as far as NASA is concerned ? 

Mr. Love. I think the philosophy of DOD certainly is workable 
with NASA. 

Mr. Curenoweru. Do you feel those policies have been generally 
successful, have been recognized as carrying out their purposes to 
protect both the Government and the contractor ? 

Mr. Love. I think they have. 

Mr. CuEenowetH. You have had some personal contacts, no doubt, 
with these contracts and you are familiar with their ramifications! 

Mr. Love. Yes. 

Mr. Cuenowetu. And you feel, then, personally, do you, that they 
are acceptable ? 

Mr. Love. Yes; it is my personal feeling that they are acceptable. 

Mr. Cuenowern. And that they fully protect the Government! 

Mr. Love. They certainly fully protect the Government insofar as 
the Government interests are concerned. 

Mr. Cuenowetu. Thank you very much. That is all, Mr. Chair 
man. 

Mr. Mircuett. Mr. King? 

Mr. Kina. No questions. 

Mr. Mircuett. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Mircnetu. Mr. Yeager or Mr. Carstarphen ? 

Thank you very much, we appreciate your testimony and your ap- 
pearance. 
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Mr. Love. Thank you very much, Mr. Chairman. 

Mr. Mircuevy. Our next witness this morning—and I might say 
we are honored to have him before our committee—is the Honorable 
fritz Lanham. As the members of the committee well know, Mr. 
Lanham served in Congress for some 28 years, I believe, Mr. Lan- 
ham—is that correct ‘—from Texas. 


STATEMENT OF FRITZ LANHAM, REPRESENTING THE NATIONAL 
PATENT COUNCIL 


Mr. Lanuam. Mr. Chairman and members of the subcommittee, my 
name is Fritz Lanham. I represent the National Patent Council. Mr. 
John W. Anderson, the president of that council, unfortunately is 
mable to travel at present and has requested me to deliver his testi- 
mony for him. 

And if time permits, Mr. Chairman, at the conclusion of my reading 
of that testimony I should like to make a brief pertinent statement 
ofmy Own. 

Me Mircueti. You can be assured, Mr. Lanham, that time will per- 
mit, because the committee is honored to hear from you. 

Mr. Lanuam. Thank you. This is not an unusual experience for 
me, inasmuch as during 25 of my 28 years before voluntary retire- 
ment from the House, I served as a member of the House Committee 
on Patents, Trademarks, and Copyrights, which was then a standing 
committee of the House, and in my judgment certainly still should be. 

The statement of Mr. Anderson follows, which I present and ask 
for inclusion, also, of certain exhibits which I shall not read. 

Mr. Mrrcuetu. If there is not objection, the exhibits will be in- 
cluded. 


STATEMENT OF JOHN W. ANDERSON, PRESIDENT, NATIONAL 
PATENT COUNCIL (READ BY FRITZ LANHAM) 


My name is John W. Anderson. My residence is 578 Broadway, 
Gary, Ind. 
REQUESTED IDENTIFICATION 


Iam founder and president of the Anderson Co., Gary, Ind., manu- 
facturers, since 1918, of patented automotive equipment. I am also 
president of National Patent Council, a nonprofit, educational organi- 
zation of smaller manufacturers, inventors, researchers, and other 

rofessional groups devoted to the field of science and invention. 

PC is dedicated to improvement of public understanding and ap- 
preciation of the U.S. patent system as the prime force motivating 
our American incentive economy. 

For nearly 50 years I have been active in the manufacture and dis- 
tribution of mechanical products. Throughout that period I have 
been active in State and national associations of manufacturers. The 
LS. gesont on my first invention was issued to me in 1903. I have 
since had pending in the Patent Office at almost all times one or more 
patent applications on my inventions. I have had issued to me from 
time to time patents on various types of inventions—some of which 
have come into wide distribution and are used as essential equipment 
today on military and civilian automobiles, trucks, aircraft, warships, 
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submarines, tanks, and so forth, in most civilized countries of tly | 
world. Many U.S. and foreign patents are pending today on my | 
inventions applicable to both military and civilian uses. 

I was cofounder and served as an officer and director of Automotiys | 
Council for War Production of Detroit throughout World War IL 
I was chairman of its military replacement parts governing boar, | 
I served on committees throughout World War II in an advisory 
capacity to OPA and WPB._ I was president of Motor & Equipmen 
Manufacturers Association during 3 consecutive years of World Wa; . 
II and have been for many years chairman of its policy committee, 
I am a member of the Society of Automotive Engineers. In thoy 
and other capacities I have enjoyed unusual d for study of 
products, policies, procedures, and problems of manufacturers, from | 
largest to smallest, particularly as related to patents. | 

have worked closely with many men devoted to invention and 

research. I have been instrumental in marketing many products em. 
bodying patented inventions. Today my manufacturing company 
operates three separately conducted creative and developmental de. 
partments. I am familiar with the incentives that induce men to long, 
and often sacrificial, creative effort—from the point of recognition of 
the need for an invention through to its discovery and thereafter its 
usually costly development into form suitable for distribution to the 
public. 


STATEMENT 


May we suggest most respectfully that the references herein made 
reflect no desire to bring condemnation to any particular person or 
persons in Government. The clarity with which events have fixed 
responsibility is the product of original error, emphasized against a 
backdrop of fullest warning. 

While the National Aeronautics and Space bill of 1958 was pend. 
ing before the Senate and House conferees, as president of National 
Patent Council, I addressed such conferees, pointing out to them the 
danger of enacting that bill with the patent provisions then included 
therein, as follows: 


Our membership is seriously hopeful that H.R. 12575 may not be finalized con- 
taining any patent provision that would in any way alter the U.S. patent system 
to deny inventions affecting astronautic and space developments any traditional 
status. 

You may remember that the atomic energy bill in the House was amended at 
the behest of our members, who are smaller manufacturers, to give atomic energy 
inventions conventional patent status. Under severe executive pressures the 
Senate-House Conference Committee sent the bill back to the House in its original 
form in which it was enacted after restoring provisions affecting patents which 
provisions many predicted would bring about the widely publicized conditions 
that have since ensued as affecting competitive international atomic energy 
developments. 

Our organization feels that if the even more drastic patent provisions now 
under consideration are enacted, results will be deplorable and added loss would 
be irretrievable. Individual incentive to invent and develop would be destroyed. 
The broad long-pull incentives of American industry would be stifled. Control 
of personnel having access to top secrets would be removed from civilian respon- 
sibility. Impediments helpful only to our military competitors would be planted 
in critical operations with responsibility therefor carried solely by individuals 
having no direct accountability to prime sources of economic contributions to 
national defense. 

Haven’t we suffered enough from the serious error made by deep-freezing in- 
ventive incentive through the Atomic Energy Act? Your good offices in pro 
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moting wide publicity as to the significance of the proposed legislation and urging 
exhaustive study, before enactment, of its probable consequences, we believe can 
earn you not only much future commendation but also deep personal satisfaction 
qs a legislative leader. 

It has been only a little more than a year since the space bill was 
enacted into law. Already it is evident, from reports from members 
of industry and of the patent law profession, that the patent provisions 
of the act have served as a sad deterrent, tending to discourage indus- 
try from engaging in any research in the subject field of activity. 


THE REMEDY BEGINS HERE 


For these and other reasons herein set forth, I strongly urge that 
this subcommittee consider recommending early enactment of amenda- 
tory legislation wherein sections 305 and 306 of the Space Act may be 
repealed and replaced by the following provisions : 


Section 305. (a) Whenever any invention, improvement, or discovery is con- 
eived or first reduced to practice either— 

(i) in the performance of any experimental, developmental, or research 
work called for or required by any contract with the Administrator, or any 
subcontract thereunder, or 

(ii) in the performance of any experimental, developmental, or research 
work done upon an understanding in writing that such contract or sub- 
contract would be awarded, 

the U.S. Government shall have an irrevocable, nonexclusive, nonassignable, 
royalty-free license to practice, or cause to be practiced, solely for U.S. Govern- 
ment uses, Such invention, improvement, or discovery. 

(b) Government shall forthwith disclaim any and all rights to inventions 
and patents previously assigned to Government according to the provisions of 
this act, except the nonexclusive rights herein provided to be received by Gov- 
ernment. Rights so disclaimed shall revert to the assignors thereof to Govern- 
ment, and resultant damages to others, if any, shall be payable by Government. 

(c) The Administrator shall promulgate such regulations as are necessary 
and appropriate to confirm to the U.S. Government, Government contractors, 
inventors, and patent owners, respectively, the rights provided by this section. 


WHY REPEAT DANGEROUS ERROR? 


The present patent provisions of the Space Act of 1958 provide for 
the Government acquiring outright title to inventions made during re- 
search contracts with the Space Administration. Similar provisions 
were included in the Atomic Energy Act, with the result that, as 
stated by Mr. David Lilienthal, former head of the Atomic Energy 
Commission, in his 1950 series of articles in Collier’s magazine: 

No Soviet industrial monopoly is more completely owned by the State than is 
the industrial atom in free-enterprise America. The Government has today an 
ironclad, airtight and all-embracing legalized monopoly of this vast enterprise, 
and of the new industrial era the development of the atom could bring to this 
country. 

We deal in this statement with substantially the same serious prob- 
lems dealt with in my statement before the Joint Committee on 
Atomic Energy when, in behalf of National Patent Council and 
others, including my company, we opposed the enactment of the 
atomic energy bill with patent provisions equally violative of con- 
stitutional concepts as are those found in the Space Act of 1958. 

In Congress, the House in 1946 adopted our amendment to the 
Atomic Energy Act, by almost unanimous vote. The Senate-House 
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Conference Committee—to whom the atomic energy bill was then pp. 


ferred—sent the bill back to the House in its original form—unde | 


assurances by the White House that the provisions for Government 
acquisition of patent rights and for modifications of the traditiona] 
functions of the patent system must be enacted without amendmen 
and must stand until Russia agreed to international control of atomic 
energy and to internal inspection of atomic energy activity. Respop. 
sive to White House pressures, the committee yielded and, with Con. 
gress under the befuddling panic the Bikini tests were certain to 
create, the bill was so moon 


WHEN RUSSIA GRINNED SLYLY 


Having handcuffed American inventive incentive, as the Atomic 
Energy Act has done, Russia of course had every reason never toa 
to international control of atomic energy or to internal inspections, 
She of course preferred to leave our self-applied handcuffs in place 
to help her outdistance us in the race for atomic supremacy. We all 
know the tragic results of our having thus been so seriously misled, 

Who can feel pride that we later duplicated this handcutfting opers- 
tion in the field of astronautics and space development? And who can 
be expected later to point with pride to any ancestor who now con- 
tributes anything to delay in correcting this suicidal condition and in 
restoring our patent system to its time-honored function in advanci 
our civilian economy, without which advancement we cannot be strong 
for defense? 

A faltering civilian economy can provide no sound source of 
strength for military operations. Therefore, our hope for security 
lies as much in the cohesive and propulsive forces of our civilian 
economy as it does in our progress in the arts of military defense, 

The really tragic aspect of this entire problem is that it may soon be 
too late to repair damage to our national security consequential to the 
legislative error, as affecting our patent system, in + rye under such 
impelling pressures, into both the Atomic Energy Act and the Space 
Act—each herein discussed. 

Each of these acts, by its constrictive patent provisions handcuffs 
traditional propulsive incentives that have given to America her con- 
stant drive toward greatness. How sad that our Congress forgot, or 
was persuaded to ignore, the vital fact that the fountainhead of pro- 
pulsive incentive in America is our patent system. 


ARROGANCE—OR STUPIDITY ? 


And who can feel pride in contemplation of the all-too-obviou 
fact that the entire bureaucratic maneuver toward the establishment 


of a huge governmental cartel in U.S. patents flies arrogantly, and 
stupidly, into the face of our Constitution ? 

n fact the entire theory offered to justify our presumption of gov- 
ernmental right to own patents is based upon an unsupportable con- 
cept of constitutional law. Why otherwise could it be that no govern- 
mental agency has ever dared assert its presumed rights to any US. 
patent, in any manner that would expose such assertion to review by 
our U.S. judiciary—a judiciary historically established to prevent 
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| dissipation of the invested power of the United States Constitution 


to promote our greatness as a nation. 

o in America can look with anything but fear upon this out- 
sanding example of the arrogant contempt of some segments of our 
bureaucracy for any constitutional concept that would retard their 
drive for absolute controls. Now we see how such contempt has 
brought us—with all our traditions—to the threat of overnight anni- 


\ hilation as a nation, as a race, and as a civilization. 


EARLIER DISCOVERIES OF GREAT NATURAL POWERS HAVE SERVED US WELL 


At an earlier point in our history the power of steam to perform 
work for man was revealed. This was followed by discovery of the 
sill mysterious power of electricity—and later of the power of inter- 
nal combustion. In each of the three great discoveries, the disturb- 
ing threat of a limitless new force excited many people. There were 
varying speculations as to how such power might influence the for- 
tunes of the human race. 

Our patent system provided incentive to creative people to find 
new ways to apply these three great forces to the service of our Na- 
tion. Such incentive induced diligent, hopeful men to create various 
forms of the steam engine and of apparatus by which the power of 
steam thus could be successfully applied to many important tasks. 
Those same incentives impelled our citizens to create a host of ways 
to apply the power of electricity to our growing needs. Thus, elec- 
tricity gave us our telegraph, our telephone, our radio, our television. 
It contributed in many ways to the adaptation of steampower to new 
uses. Without electricity, our waterfalls, and our internal combustion 
enginees, could not have advanced so significantly in our service. All 
of these revolutionary developments were encouraged by absence of 
arbitrary restraints upon the inventor and the manufacturer—in our 
free economy. 

But suppose that, as these great discoveries came along, we had 
been possessed already of a bureaucracy able to imagine it saw in each 
of them power of such tremendous apt ng as to have required 
that our patent system, as affecting all three of those forces, be per- 
verted, to place these new forces, and inventions for their applica- 
tion, under arbitrary control by governmental agencies. To achieve 
this control it was to be necessary to presume, in the gravest of sub- 
versive error, that Government could own, outright, patents in those 
three fields, whenever and wherever, in the opinion of a governmental 
agency, an invention was invested with power to affect our capacity 
for national defense. What invention has not that power, to some 


degree ? 


THE FRUITS OF PROPULSION BY INCENTIVE ARE EVERYWHERE AROUND YOU 


To assist in restoring true perspective toward this problem of pre- 
erving incentive vital to our continued existence, may I challenge 
you, most respectfully, to name a single product of America, from 
building brick to battleships, that has not been made more useful, or 
nore useful and less costly, or more readily available, because of one 
or more patentable inventions embodied in it or employed in equip- 
ment used in its production or transportation? You may search 
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futilely for even one such product, throughout every room in your | 


home, as well as throughout all your daily experiences, wherever yoy 
go and whatever you see. Al] the untold thousands of such inventions 
bring to you the blessings of our patent system. 

Tragic it is, indeed, that familiarity makes us so blind to the true 


source of creative incentive that has brought to us all day-to-day | 
advantages unknown, even to kings and potentates, in days before our | 


Constitution. 
Had inventors been handcuffed with relation to steam power, elec. 
tric power, and the power of internal combustion, as they have been, 


and are, in the field of atomic power, what would be the state of our — 


industrial economy today ? 
If the present enfeebled condition of our program for application of 
atomic energy to civilian needs is any criterion, we can be thankful 


that the techniques of bureaucratic control were not sufficiently ad- | 


vanced, at the time of their discovery, to have committed steam, 
electricity, and internal combustion to bureaucratic domination, 


Have you asked yourself what is done to our national morale by the 


spectacle of our leaders whistling their way through the graveyard of 
our once-proud claims of world supremacy in science and invention— 
in wren day when Russia alone commands a view of the dark side of the 
moon 

Any belief that we can prevent foreign infiltration of our gover- 
mental agencies, and thus prevent foreign acquisition of our atomic 
secrets, at the price of stifling our own inventors, unquestionably has 
proved fallacious. Our enemies have infiltrated our defense agencies 
to acquire our atomic and related inventions almost before we our- 
selves have had our facts officially established. It has been said that 
to keep fully abreast of what on in the atomic energy field in 
America one should have reliable sources of information in. enemy 
countries. 

Can we longer afford to support laws that stifle inventive incentive 
in America ? 


Questions herein are asked not idly, but rather in the hope that they | 


may help spur us to take all the handcuffs off America’s researchers, 
inventors, and manufacturers. 


A DARK DAY IN OUR HISTORY 


History will record, as one of our darkest, the day of our first de 
parture in the Atomic Energy Act of 1946 from the constitutional | 


concept of unrestrained incentive to create and produce for our needs 
of nen and for our dangers of tomorrow. Can your committee, and 
our Congress, possibly ignore the resultant extremity in which we find 
ourselves? Can you ignore their obligation to restore—in our law— 
the only incentives that can save us from the destruction invited by 

our previous errors? Even a little later may prove too late. 
Your committee has ample authority to determine the extremity to 
which Government cartels in U.S. patents have been employed to 
trate almost unbelievable economic atrocities, sufficient{y known, 


in the areas affected, to have disabled competent and loyal contractors 
and to have spread, in and far beyond those areas, discouragement to 


create and produce. 
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A VOICE TO BE HEARD 


In the November 1959 edition of the magazine Electrochemical 
Design, Robert R. Lent, formerly an Air Force major associated with 
\dministration of Research and Development at Air Force Head- 
quarters, authors an article entitled “Government Erosion of the 
Patent Right.” Mr. Lent, now an officer and director of the Strategic 
Industries Association, presents, from intimate experience, facts con- 
frming the widespread and growing fear, growing now even in atomic 
and space agencies of Government, that even a little later may be too 
late to shed our atomic handcutfs. Confirming, from a former post 
inside Government, the constricting power of the “handcuffs” we men- 
tion, Major Lent says: 

As a result, many manufacturers today simply and rigorously refuse to do 


business with our Government. They have not and do not intend ever to accept 
a Government research and development contract and most are reluctant to 


 gecept purchase orders from Government prime contractors which specify even 


minor changes in their standard product requiring engineering work and re- 
sulting special drawings. The resulting loss to our national defense effort in 
inventiveness and creativity is utterly incalculable. 


Major Lent, later in his powerful article, says: 


Obviously there exist enormous economic opportunities for the measure- 
ment industry. But we know that under the law and current defense agencies 
administrative interpretations the “breakthroughs in the state-of-the-art” so 
urgently demanded by General Yates, which may cost the inventor anywhere 
from thousands to millions of dollars in development, will, upon. acceptance, 
become the property of the Government with full legal authority to award their 
quantity production and profit to one of his competitors, or, as flagrantly 
happens, to a company not even currently in the instrumentation field. 

Faced with this dilemma, we must either deliberately sacrifice our brains and 
our talents on a horserace we know is fixed in advance, or with equal delibera- 
tion simply avoid the risk and withhold of our creativity from this critical 


need. The first course of action is becoming increasingly sheer economic stu- 


, pidity; the latter course of action is unpatriotic to the edge of figurative treason. 


The culprit in this impasse is clearly the Congress of the United States. The 
massive breakthrough in the protective barrier of the patent grant was the 
Atomic Energy Act, which was spawned in a day of frightening awe of atomic 


_ weapons compounded by the most rigorous secrecy ever shrouding a subject. 


Now I am certainly not going to argue that our citizens should be free to manu- 
facture nuclear weapons of their own patented inventions in their backyard 
workshops, nor that the U.S. Government does not have an overriding interest 
in nuclear weapons developments wherever they might occur. But it is this 
wique act, created for one of the most highly specialized purposes in the 
history of the Congress, that is increasingly the model for equally assumptive 
patent clauses in other enabling legislation and executive and administrative or- 
_ ders. The pattern now well developed in this area displays the perhaps inno- 
cent, but nevertheless thoughtless zeal of the bureaucrat for garnering into 
Government title virtually everything in sight. 


In 1952 National Patent Council clearly predicted these sad results. 
Major Lent makes clear in his article why no such predictions were 


d by | heeded by Congress. 


Your committee can learn, I believe, if it desires, that there are 


many competent manufacturers in this country today who avoid, like 
‘plague, any suggestion that they become involved in any research 
and development in cooperation with our Government. 


WHY FLOUNT OUR FOUNDING FATHERS ? 


Why not act vigorously to restore to our country, in full force, the 
power for propulsion by incentive to create and produce, with which 
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power our Founding Fathers invested our Congress through that pro. | 
vision of our Constitution which says: 


To promote the progress of science and useful arts, by securing for limj 


times to authors and inventors the exclusive right to their respective writings oe 
discoveries. 


Can we risk ignoring our grievous error in stifling inventive in. 
centive? And can we ignore its impending wor ah coe Can we | 
a 


hazard further the forfeiting of the freedom of all our people—in. 
deed our hope of life itself—by backing one whit further into the open 


jaws of our most savage enemy ! 
These dangers—now painfully apparent—were dealt with at length 


in an address J delivered on March 11, 1949, more than 10 years ago, 
to the Dayton Patent Law Association, Dayton, Ohio, from which | 


address I quote as follows: 


(1) This council questions most seriously the desirability of the U.§, Gq. 
ernment’s acquiring and maintaining in foreign countries patent protection o 
any inventions whatsoever. 

(2) To do so would be to place this Government in an embarrassing position 
with relation to any decision to deny to foreign countries the right to acquire 
U.S. letters patent—and thereby to amass pools of patents in this country, with 
all the accompanying implications of power to obstruct and coerce American 
industry. 

(3) This council has long recommended the enactment of a Federal statute 
providing that whenever any government, our own included, becomes the owner 
of any U.S. patent that patent be forthwith at an end, with the same effect ag 
its normal expiration by time limitation. 

(4) For our Government to attempt ownership or control of any U.S. letter 
patent, other than possession of rights thereunder to employ the invention for 
governmental uses only, such as for war, would be a perversion of the basic 
principle of our patent law and would be contrary to the intent of the Consti. 
tution of the United States. 

(5) A patent grants only negative right. That right is to exclude others, 
for the limited period of 17 years, from manufacture, sale, and/or use of the 
invention—at the will of the patent owner, and to any extent he may desire. 

(6) When our Government, which is presumed to be the entire citizenry, 
acquires a patent, that patent by every constitutional intent automatically expires, 
because there is none left to exclude. To hold differently is hold that our 
Government has become a cumpetitive device imposed upon the citizen and. 
deriving its powers arbitrarily from a source apart from any formalized expres- 
sion of the will of its people. The Government, which has granted the patent, 
in presuming to own it places itself in the untenable position of having vested 
in itself, without authority, a right which clearly, by constitutional intent, can 
be possessed only by the citizen. 

(7) And may not the citizen, who has heard much from certain departments 
of our Government about the constricting evils of cartels, ask by what conception | 
of consistency those same departments now propose to elevate the cartel to the 
dignity, and destructive power, of a device employed by Government itself? 

(8) Is is therefore the recommendation of the council that the U.S. Government 
refrain also from acquiring patents in foreign countries. It recommends instead 
that the inventor or his assignee, other than the Government, determine whether 
or not to proceed “to acquire and maintain patent protection abroad.” It is 
recommended that our Government refrain from obstructing in any way such 
action, and refrain from any participation in control of any patents so obtained | 
by U.S. nationals. 

(9) It is not regarded as objectionable that wherever contributions by ont | 
Government to the processes of research and invention may justify, royalty: 
free licenses under patents be acquired by our Government for the uses and 
purposes of Government only, as for war, and not in any event for civilian uses 
or for any uses competitive to civilian manufacture, sale, and/or use. 


Any patent provision in a Government contract requiring the con 
tractor to assign to Government the entire right, title, and mterest 
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any invention made in the performance of that. contract serves only to 

deter contractors from entering fields of activity important to our 
urity. Rather than face such hazards many contractors and in- 

rentors naturally prefer to concentrate their research efforts and facil- 

ities to the development of inventions not confiscated by Government 

gy thereby unlawfully restricted from commercial application by 
tent provisions such as those found in the present Space Act. 

Our Government should be satisfied to acquire an irrevocable, non- 
exclusive, royalty-free license to practice or cause to be practiced by 
gy for the U.S. Government for its uses only, any such invention, 
improvement, or discovery as may be made in the performance of any 
Government contract. This would impose no military handicap upon 

yernment. And, at the same time, it would restore incentive for the 
gontractor to pursue, for commercial use, the development of such 
jnventions. 


WHO SPREADS THIS FALSE ASSURANCE? 


In the November 25, 1959, issue of Detroit Free Press there occurs 
an erroneous statement, frequently encountered, promoting a serious 
misunderstanding of the status of patents presumed to be owned by 
Government. That statement says, in a press release with a Wash- 
ington dateline, devoted to Senator Russell B, Long’s Senate Small 
Business Committee’s Monopoly Subcommittee, that— 
when the Government retains patent rights a new invention generally becomes 
part of the public domain, available to anyone. 

Appendix A, appended hereto, is an excerpt from my statement of 
March 11, 1949, to Dayton Patent Law Association, previously men- 
tioned herein. That excerpt offers unassailable documentation mak- 
ing it clear that Government agencies, one after another, arbitrarily 
sei up rigorous conditions by which the citizen who applies for a 
license, under a patent presumed to be owned by Government, is re- 
quired to accept a license (if indeed he can get one at all) that may 
be revoked arbitrarily by Government—that may require the citizen 


- to contract to transmit to Government his confidential commercial 


technical information and know-how—or may impose other for- 
bidding conditions. 

Our file of these revealing replies by various Government agencies 
isavailable for your examination. 


TO STIFLE INVENTIVE INCENTIVE IS TO DESTROY OUR NATION 


The present patent provisions of the Space Act substantially lessen 
the normal incentive to invent and to exploit patented inventions in 
aeronautical and space activities. 

When Government, as to vital areas of defense, deliberately with- 
draws from the citizen time-honored incentives to create our means 
for defense, how can Government express surprise that by stifling 
those time-honored incentives in the field of production for civilian 
wes it has seriously impaired the capacity of our civilian economy to 
support our military agencies? 

0 nation entering war with a backward and befuddled civilian 
«onomy has thereby improved in any way its chances for victory. 
488275923 
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The tenaciously preserved German patent system—that made Gep. 
many’s civilian economy so strong in its domestic and international 
trade before World War II—is now functioning freely, and has been 
. rl factor in making West Germany potentially so strong for 

efense. 

Let us open wide the fountainheads of creative incentive in Amep. 
ica, a Nation upon which so much of the responsibility for defense of 
our Western civilization is presumed to rest. 

Only by substituting the above-recommended patent provisions for 
those in the present Space and Atomic Energy Acts can we repeat, jn 
this atomic field, our phenomenal performance in other fields of 
applied power and—by thus enlisting the practiced creative muscle 
of our diligent people—restore America’s strength for survival. 

Even a little fate may be too late. 

Respectfully submitted, John W. Anderson. 

(The documents accompanying the statement of John W. Anderson 
are as follows:) 

Excerpt FrRoM AN ADDRESS BY JOHN W. ANDERSON, PRESIDENT, NATIONAL Pateyr 

CounciL, DELIVERED Marcu 11, 1949, ro Dayton Patent Law AssoctAmioy, 

Dayton, OHIO 


SAUCE FOR THE GANDER—WHAT FOR THE GOOSE? 


One argument of the planners against such legislation is that it is unnecessary | 


because nonexclusive licenses are issued to all comers under patents owned by 
Government. Superfically that seems real nice of Government. However, upon 
inquiries recently directed to various governmental agencies it was discovered 
that those agencies feel impelled to give conclusive effect to their own judgments 
in the matter of determining who shall have a license and under what condi- 
tions. For example, there was addressed, under date of January 24, 1949, to 
various governmental agencies the following letter : 

“Will you please advise what steps should be taken to obtain a license, right 
to use, and other details under one or more of the U.S. patents in which your 
Department is listed as the owner thereof.” 

Among replies received to the above letter were the following : 

The Navy Department, Office of Naval Research, replied on February 4. Their 
letter contains the following significant statement : 

“To enable this Office to determine whether a royalty-free license may be prop- 
erly granted it is requested that the applicant for license furnish the following 
information : 

“(a) What benefits to the public are expected to accrue if the license is 
granted. 

“(b) What patents or applications, if any, the applicant for license is 
willing to cross-license to the Government as consideration for the license 
to him. 

“(c) The experience and facilities he has that will enable him to exercise 
such a license with benefit to the public. 

“(d) Where will the manufacturing be done.” 

That letter enclosed a form of contract to be signed by the citizen if it is de 
cided by Government that he is entitled to a license. That contract makes the 
licensed citizen subservient to Government in a number of ways. He must submit 
statements setting forth the experience and know-how acquired by licensee in 
the exercise of this license. The most ruthless provision, which leayes the 
licensee and his investments completely at the mercy of the Government, reads: 
“that Government may revoke this license, after written notice to licensee and 


an opportunity given for licensee to be heard in the matter, upon a finding by | 


Government that licensee has knowingly committed any breach of this license 
or that it is otherwise in the public interest that this license be revoked.” 
In its reply the Tennessee Valley Authority, by Joseph C. Swidler, General 


Counsel, asks for the identify of the applicant and his business, and closes his | 


letter by saying: 


Bowe 


| 
| 
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“We will then advise him as to whether and under what general terms the 
license may be granted.’ 

The Treasury Department replies that after receipt of further information it 
will indicate the conditions subject to which the grant might be made and the 
form and content of the requisite application of request. 

The Department of the Interior enclosed 4 pages of regulations of the De- 

rtment relating to such licenses. The regulations state that the Government 
shall determine whether the license shall be granted. 

The licensee may be required to submit technical or statistical reports con- 
cerning the experience acquired through exercise of the license which provides 
for revocation by Government if it finds the terms of the license have been vio- 
lated and that revocation is in the public interest. The regulations state that 
across-licensing agreement may be considered adequate consideration. 

The Department of the Army states that consideration will be given to the 
application upon receipt of certain information requested in its letter. 

The Department of Commerce asks for information and says, “Upon receipt 
of this information the matter will be submitted to the bureau concerned for 
its recommendation.” 

The Federal Security Agency states, “Licenses generally have been issued 
on a revocable, nontransferable, nonexclusive, royalty-free basis.” 

The Office of Alien Property, Department of Justice; states that patents “are 
being licensed on a revocable, nonexclusive, royalty-free basis under our stand- 

terms.” 
— Department of Agriculture, as to its licenses, states, “They are also 
made revocable, and nontransferable, but the Department would not, of course, 
revoke a license except on good reason * * *.” 

A condition common to nearly all such licenses is that the license may be 
revowed arbitrarily by Government. That makes the license a very hazardous 
thing for the citizen. No citizen can hope to benefit by a license unless he 
first invests considerable money for production and distribution. Men in 
business are not inclined to make such investments on any confidence they have 
been able to generate in the stability of persons who might exercise for Govern- 
ment and “in the public interest” such revocation privileges. 

Here we see Government holding tenaciously to its controls of rights under 
patents in its expanding pools. The Antitrust Division of the Department of 
Justice denounces restrictive licenses, patent pools, and requirements that li- 
censees grant rights to licensors under improvement patents. Nevertheless, 
Government itself proceeds to issue restrictive licenses, and builds patent pools 
by demanding not only rights under improvement patents but also experience 
reports transmitting know-how. 

(End of excerpt.) 


SUPPLEMENTAL STATEMENT 


Under date of November 23, with appropriate enclosures, we received from 
Mr. Philip B. Yeager, special consultant, Committee on Science and Astronautics, 
House of Representatives, Washington, D.C., a letter. Photocopy of the letter 
and photocopies of the enclosures mentioned therein are hereto attached and 
are self-explanatory. 

The proposed amendment leaves all the controls of patents in the hands of 
Government, to the exact extent provided in the present act, and the Admin- 
istrator, on his own exclusive volition, may release to the patent owner all 
rights except “the irrevocable, nonexclusive, nontransferable, royalty-free license 
for the practice of such invention throughout the world by or on behalf of the 
United States or any foreign government pursuant to any treaty or agreement 
with the United States.” 

There is no restriction as to the purposes for which Government may employ 
the invention. There is no restriction upon the uses to be made of the invention 
by foreign countries licensed thereunder at the will of our Government. Under 
this amendment, not only the U.S. Government but also the licensed foreign 
government might enter into civilian production in competition with the very 
origin of the invention itself, a source of added power long sought by Govern- 
hent agencies. 


And may we comment, respectfully, that this NASA-proposed amendment of 


| section 305 of the National Aeronautics and Space Act actually gives to the 


Administrator (and to those who may influence his decisions) even more power 
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for arbitrary preferential treatment of contractors than exists under the present 


act. The abuses that have developed as a result of tremendous power giyey | 


noncreative men over the creations of others—as in the present act—represent 
perhaps the most absolute kind of arbitrary and corruptive power over the 


properties and lives of others that can be possessed by any man. Such power — 


corrupts—and eventually destroys—absolutely. 
If NASA, without any reference to facts discussed at your hearings, ang 


in advance thereof, is willing to throw the influence of NASA in the directigy 


of the amendment indicated, it must seem that NASA, contrary to some recent 


impressions, has learned nothing from the disabilities and dangers inflictag 


upon our Nation by Congress through its following NASA’s leadership jy © 


the enactment of the present law. 
One wonders from whence comes such will, and skill, to divorce such power 


so completely from the source that creates it. Certainly our Constitution ¢op. 
templated no such incentive-stifling confiscation of property. 


What assurances can power-hungry people have that history will conceal froy | 
their progeny their contribution, whether from stupidity or from conscioy | 


avarice, to the destruction of the America that creative incentives have built) 
Or can it be that such destroyers are as sterile in the field of procreation as they 
appear to be in the field of statesmanship, and therefore have no progency? 

These thoughts may seem harsh. However, increasingly harsher thoughts are 
now, from day to day, expressed by many serious men to whom related facts 
are best known. It has become daily more difficult to avoid appropriate expres. 
sion when such purposeful artistry in the use of words, as appears in the NASA. 
proposed amendment, is directed so boldly to the perpetuation of our Nation's 
helplessness in the fields here involved. 

Photocopies of Mr. Yeager’s letter, and of the enclosures mentioned therein, 
follow this page. 

(End of supplemental statement. ) 


COMMITTEE ON SCIENCE AND ASTRONAUTICS, 
House OF REPRESENTATIVES, 
Washington, D.C., November 28, 1959, 


Mr. John W. Anderson, 
National Patent Councii, Gary, Ind. 

Dear Sir: I am enclosing herewith a copy of the new NASA proposal fora 
revised patent section to the Space Act, plus a sectional analysis of that bill 
This material should be treated confidentially until NASA presents it at the 
subeommittee hearings on November 30. Meanwhile, however, you may wish to 
study this proposal and perhaps comment upon it when you appear before the 


subcommittee. 
It is our understanding that NASA’s reasons for the new proposal are about 


as follows: 
(1) To avoid creating inequities in dealing with private contractors. 
(2) To remove current restraints which prevent NASA from contracting for 
lesser rights in inventions than full title. 
(3) To avoid conflict and confusion with Department of Defense policy in 
dealing with identical contractors, often on identical matters. 
(4) To help unify Government procedure from both an equitable and an admin 
istrative standpoint. 
(5) To insure the willingness of private contractors to do business with NASA 
Please note that it would be helpful to the subcommittee if all witnesses woull 


have prepared for submission at the time of their testimony a brief biographical 


sketch of themselves. 


Sincerely yours, 
Puitip B. YEAGER, Special Consultant, 


SeEcTIONAL ANALYSIS OF A Britt To AMEND SEcTION 305 OF THE NATIONAL AEBO 
NAUTICS AND SPACE Act oF 1958, ENTITLED “PROPERTY RIGHTS IN INVENTIONS,’ 


AND FOR OTHER PURPOSES 


Subsection (a): This subsection authorizes the National Aeronautics and 
Space Administration to adopt contractual provisions governing the disposition 
of rights to inventions conceived or first actually reduced to practice under eat) | 
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contract or other arrangement entered into by the Administration, including 
subcontracts at all tiers, having as a purpose the performance of experimental, 
developmental, or research work. 

Subsection (b) : This subsection provides that whenever a NASA contract calls 
for the vesting of title to an invention in the United States, the Administrator or 
pis designee may waive the rights of the United States upon such terms and 
conditions as he determines to be in the best interest of the United States; pro- 
yided, however, that the United States shall reserve an irrevocable, nonexclu- 
sive, nontransferrable, royalty-free license to practice the invention anywhere in 
the world by or on behalf of the United States or, pursuant to a treaty or agree- 
ment with the United States, by any foreign government. 

Subsection (c): This subsection provides waiver authority, identical to such 
authority contained in subsection (b), with respect to the rights of the United 
States to inventions which have become the exclusive property of the United 
States pursuant to contracts heretofore entered into by or for NASA. It also 

rovides that contracts heretofore entered into by or for NASA on which final 

ent has not been made may be amended without consideration to effectuate 

the purposes of the new section 305; provided, of course, that no such amendment 

shall affect the status of inventions which have become the exclusive property of 
the United States. 

Subsection (d): This subsection identifies NASA as a “defense agency” for 
purposes of the Inventions Secrecy Act, chapter 17 of title 35 of the United 
States Code. 


ABILL To amend section 305 of the National Aeronautics and Space Act of 1958 entitled 
“Property Rights in Inventions”, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the National Aeronautics and Space Act 
of 1958, as amended, is amended by striking out the Section 305 thereof and 
substituting therefor a new Section 305, entitled “Property Rights in Inventions”, 
which reads as follows: 


“PROPERTY RIGHTS IN INVENTIONS 


“Sec. 305. (a) Each contract or other arrangement entered into by the Admin- 
istration, and each subcontract at all tiers thereunder, which has as one of its 
purposes the performance of experimental, developmental, or research work, 
shall contain provisions prescribed by the Administrator governing the disposi- 
tion of the rights to inventions conceived or first actually reduced to practice 
thereunder in a manner calculated to protect the public interest and the equities 
of the contractor. 

“(b) The Administrator or his designee may, whenever the contract provides 
for the vesting of title to an invention in the United States waive the rights of 
the United States to such invention on such terms and conditions as he deter- 
mines to be in the best interest of the United States: Provided, That any such 
waiver shall be subject to the reservation of an irrevocable, nonexclusive, non- 
transferable, royalty-free license for the practice of such invention throughout 
the world by or on behalf of the United States or any foreign government pur- 
suant to any treaty or agreement with the United States. 

“(e) The Administrator may waive, upon the same terms as provided in sub- 
section (b) of this section, all or any part of the rights of the United States to 
inventions made in the performance of any work under any contract heretofore 
entered into by or for the Administration which have become the exclusive prop- 
erty of the United States. Any contract heretofore entered into by or for the 
Administration, on which final payment has not been made, may be amended 
without consideration to effectuate the purposes of this section: Provided, That 
no such amendment shall affect the status of inventions which have become the 
exclusive property of the United States. 

“(d) The Administration shall be considered a defense agency of the United 
States for the purpose of chapter 17 of title 35 of the United States Code.” 


Mr. Lanuam. And now, Mr. Chairman, and members of the sub- 
committee, if I may, by reason of my long experience as a member of 
the Committee on Patents, Trademarks, and Copyrights of the House 
of Representatives, I suggest a thought for your consideration which 
may not have been presented plainly by any other witness. 
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That long service on the Committee on Patents taught me that | 
our American patent system, through the incentive it affords, has been — 
the basis of our recognized and acknowledged international suprem. — 


acy in the development of the useful arts and sciences. 
It may be that now, by reason of certain conditions indicated by 
Mr. Anderson in his statement, we are diluting and making very legg 


effective our opportunities to deal with the international situations as _ 


they exist today with reference to space and with reference to man 

other matters. Remember that thie idea for a patentable invention 
originates in the mind of an individual. Now, the Constitution of the 
United States was framed by men of great vision and men of t 
understanding, and in our amendments to the Constitution we have 
not amended the principles that they gave and taught, but only the 
machinery of Government as the development of civilization has 


changed conditions. Just as we don’t need a new Bible, we don’t need — 


a new Constitution. Styles and conditions change, but eternal truth 
remains. 

Now, in order to protect the individual inventor, what did these 
Founding Fathers, who understood the meaning of the English lan- 
guage, put into the Constitution of the United States as to what the 
power of Congress should be with reference to patents? Mr. Ander- 
son quoted it and I requote it. It is section 8 of article 1 of the Con- 
stitution of the United States, and when I bring this to your attention 
and try to elucidate what this provision means, I think it should bri 
you to the conclusion that the Atomic Energy Act and the Space Act, 
with reference to the patent provisions, are amendments of the Con- 
stitution of the United States, not in the way prescribed by the Con- 
stitution, but in the proscribed way of legislative enactment. 

Now, what is the power of Congress? This is what the Constitution 
says, and of course this provision deals also with copyrights, with 
authors as well as with inventors, because those Founding Fathers 
realized that our new country had to be built up and developed by 
the ingenuity of our people, and they should be given free oppor- 
tunity and proper incentive so to build and develop this country. So 
they put this in the Constitution : 

The Congress shall have power to promote the progress of science and useful 
arts. 


How? 

By securing for limited times to authors and inventors the exclusive right to 
their respective writings and discoveries, 

What does it mean, to secure an individual for limited times, at 
present, as we know, for 17 years, the exclusive right to his discovery 
that is patentable? If you just look in the dictionary and see what 
this word “secure” means—it doesn’t mean procure for the applicant 
a patent, because a patent is not a gift from the Government; a pee 
is something the inventor has earned under our Constitution and laws. 


But to secure it to this individual, it means to make him secure in his 
ossession and in his use for a limited time of his discovery, and that 
xe shall have the exclusive right to his discovery for such limited 
time. 
Is it his exclusive right? Is it molested or undermined by warning 
all of our creative citizens in advance that if they invent anything 
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useful to us in the field of space and astronautics, and so forth, we 
just want to let them know that we will take the title from them, we 
will turn it over to an Administrator who had nothing in the world 
to do with the inventions, and let him dispose of them and use them 
as he pleases, despite the fact that the Constitution ives the inventor 
an loavsive right to his discovery and secures that right to him? 

Now, what do we do by any such provision in the Atomic Energy 
Act? I very seriously opposed, in the Atomic Energy Act, the incor- 

ration of those patent provisions and led the fight to remove them 
from the bill, col the House overwhelmingly supported that con- 
tention. But, as recited by Mr. Anderson, certain considerations with 
reference to Russia led the conferees to suggest that we follow, instead, 
the executive recommendations that the patent provisions be left 
undisturbed. 

What does this do, taking away this right of the individual, a con- 
stitutional right? Congress doesn’t have any power over it, according 
to the Constitution. You simply repel the efforts of creative genius 
in America to help defend our country and make it secure in the mat- 
ters with which you are dealing. mit i 

Perhaps we a not realize the potential possibilities of the creative 
ingenuity of America. Many instances could be cited, but let me call 

our attention to this one, because it is one that comes particularly and 
peculiarly to this field. What made possible the creation of our great 
American aviation industry? Why, you would say it was just, as I 
say, the flights of the Wright brothers. Wright brothers? Why, the 
whole nas. was making fun of them. They were trying to make a 
fairy tale of the magic carpet come true. And when they had their 
first successful flight and a notice of it was sent out to American news- 
papers, fewer than six leading newspapers in the United States made 
any reference to that first successful flight of the Wright brothers. 
And this was told me by the telegraph operator who sent out the 
notice—but that there came back many telegrams and many telephone 
calls asking what was the matter wih that drunk telegrapher. 

Yet, you will agree with me that from that source came our great 
American aviation industry today, and over the world, and aviation 
is very much akin to the things you are interested in with reference 
to space. 

Now, are we going to bar all of this American ingenuity and 
creativeness by warning inventors that if they rely upon the consti- 
tutional provision that the Congress, through a legislative enactment, 
is going to come along and take their title away from them and turn 
it over to an administrator to use as he pleases? 

Gentlemen, I just leave that for your consideration, and I thank 
you very much for the privilege of being before you. 

Mr. Mircnent. I thank you, Mr. Lanham, and for the members of 
the committee for an extremely persuasive and learned discussion of 
this controversal problem. 

Mr. Lanna. I thank you very much, sir. What I have stated, 
of course, springs from my long and arduous service on the Committee 
on Patents, when it was a standing committee of the House, to try to 
protect and promote our patent system by protecting and promoting 
the rights of our creative people in America. 

Thank you very much. 

Mr. Thank you. 
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Mr. Cuenowern. Mr. Chairman, I would like to say it gives me’ sk 
unusual pleasure to welcome a former colleague of mine before this ] 
committee. When I first came to the House, Mr. Lanham was ng gah 
only a Member of the House, he was one of the leading and mog dir 
influential and most respected and beloved Members of the Hous, | we 
and in the years gone by, since he left the House, he has lost nos 
that affection which his colleagues had for him at that time. And 
I pass through the halls and meet him occasionally, it is always q 
great pleasure to see him. tia 

You were not only a former Member of the House, Mr. Lanham of 
you are a great American. I don’t know of anyone since I have been _, pol 
a Member of this Congress who is more truly an American and pro ec 
mulgated the defense of our Constitution and ideas which protect and me 
promote the welfare of this country than you have, and as you have | Sec 
exhibited here today. | oo 

So it gives me unusual, genuine, personal pleasure to see you her, fro 
and may God give you strength and talents for many years to com, of 
We need men like you today. 

Mr. Lannam. Thank you, sir, very much. Iam very humbly grate. 
ful for your most gracious statement. Like your honorable self, and | gop 
the wonderful service you have rendered to this Nation, I have tried | anc 
to the best of my ability to adhere to those fundamental principle git 
that the Founding Fathers gave us, because the more closely we adher | jn, 
to them the more strongly do we protect the great American principle | of 
which have given America the eminence that it has attained. pai 

Iam deeply grateful for the gracious and helpful association I have | aro 
had with you, my good friend, and I trust that through the yeas | wh 
to come we may be able to enjoy much more such happy association, | egy 


TS 


| 


Mr. Curenowetnu. Thank you. I 
Mr. Lannam. And thank you very much. of | 
Mr. Mrrenett. Thank you very much, Mr. Lanham. We are mos | the 
appreciative of your thoughts and your appearance. lar] 
The subcommittee will be in recess until 2 o’clock this afternoon. yey 
(Whereupon, at 12 :28 p.m., the subcommittee recessed to 2 p.m.) | oxi 
AFTERNOON SESSION pe 


Mr. Mircuez. The subcommittee will be in order. 


Our first witness for this afternoon is Mr. J. R. L. Johnson, vice | ren 
president of Hercules Powder Co., Wilmington, Del. tee 
Mr. Johnson, you have a prepared statement ? iad 
Mr. Jounson. Yes. 
STATEMENT OF J. R. L. JOHNSON, JR.,1 VICE PRESIDENT, HERCULES lo 
POWDER C0., WILMINGTON, DEL. 


Mr. Jounson. Mr. Chairman, members of the committee, I am John 


R. L. Johnson, Jr., a vice president and member of the board of diree- ys 
tors of Hercules Powder Co., Wilmington, Del. ha 


1John R. L. Johnson, Jr. dora July 19, 1906), in Franklin, Va.; graduate of the College erfi 
of William and Mary, and Harvard Law School; was attorney for the Security Exch ado 
Commission ; joined Hercules Powder Co. in 1936; counsel for the Hercules-operated 
ford Ordnance Works; Volunteer Ordnance Works; named director of the legal department of e 
and general counsel in 1949; a member of the board of directors of Hercules since Jan. 1, 
1954, elected a vice president and member of the executive and finance committees in 1955. 
He lives in Chadds Ford, Pa. 
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Mr. Mircnety. Mr. Johnson, you have submitted a biographical 
sketch, and if there is no objection, it will be made a part of the record. 

Mr. Jounson. Hercules is a producer of industrial chemicals, with 
sales of $230 million last year. That part of its total production going 
directly to the Government is 2 percent, was 2 percent in 1958, and 
weanticipate it will be about 3 percent in 1959. 

May I briefly state my experience related to Government contract- 
ing? During World War II, as a member of the legal staff of Her- 
cules assigned primarily to Government contract administration, nego- 
tiations, and performance, I worked with agencies of the Department 
of Defense on contracts involving roughly $84 billion. The patent 
policies of the Department of Defense evolved at that time were 
acceptable to Hercules and the patent policy of the Defense Depart- 
ment as reported on Tuesday by James P. Falvey, Deputy Assistant 
Secretary of Defense, are still satisfactory to us for contracting. 

I take your time today to present this statement because I know 
from experience the reactions of representatives of many segments 
of U.S. industry with whom I had the privilege of serving on an 
advisory committee selected by the Undersecretary of Defense for 
Procurement during the years 1953-56. The sole purpose of this 
committee was to offer industry viewpoints for the advice and guid- 
ance of the Defense Department in an attempt to improve and expe- 
dite procurement tthe ata That committee many times considered 
in detail the problems involved in Government’s interest in a, pong 
of inventions and patents resulting from research and development 
paid for by it. Much of the delay and costs of contract negotiation 
arose from a misunderstanding by the Government contracting ollicers 
who failed to appreciate the importance of research results to the 
contractor whose principal business was his commercial activities. 

From this experience I am positive that the statutory provisions 
of the Space Act of 1958 will cause serious delays and difficulties in 
the negotiation and the performance of contracts. This is particu- 
larly true of contractors who have developed as part of their com- 
mercial activities some of the finest research laboratories anywhere in 
existence. 

Research and development is the life blood of American industry 
and this is particularly true of the chemical industry. Preliminary 
findings of the Bureau of Census for the National Science Founda- 
tion indicates that private industry spent $7.2 billion on research and 
development in 1957 whereas in 1953 it was only $3.7 billion. In 
1960 this figure is expected to exceed $9.3 billion. In the chemical 
industry alone more than $34 billion was spent in 1958. 

This Nation has recognized from the beginning the wisdom of 
rewarding those that were of creative mind and inventive spirit. As 
you heard this morning, and I am sure you have heard many times 
reference to the constitutional provision. 

Congress developed pursuant to this grant of constitutional power, 
our U.S. system of patents by which an inventor is offered in return 
for fully disclosing his invention or discovery exclusive rights to his 
invention for 17 years. This patent system has proved to be a pow- 
erful stimulus to scientific progress. Every commercial nation has 
adopted a substantially similar patent system. Under this program 
of economic reward, Americans have been responsible for many of the 
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significant scientific advances of our age. Yet, the Space Act tums 
its back upon this experience by adopting a policy that fails to recog. 
nize individual achievement and the incentives of private enterprise, 

In determining the patent policies related to Government contragts 
for research and development by private companies, the intent presum. 
ably is to achieve the highest level of skills and efficiency available jy 
the country. By its very nature, successful research and development 
today requires the accumulation of skills in complex technical gp. 


ganizations over a long period of time. Obtaining the right cop. | 


tractor can easily make a tenfold or hundredfold difference in the 
effectiveness of the program and the practical usefulness of the re. 
sults. For many years the Defense Department has been familiar with 
these objectives and has designed a patent policy aimed to obtain cop. 
tractors who through their own efforts have achieved a position of 
prominence in fields related to Defense Department interests, 


While it may appear at first glance that the research purchased from | 


contractors by Government funds should lead to Government-owne 

atents, this supposition runs contrary to the facts if the contractor 
1s a manufacturer with an established research organization. In this 
case, the manufacturer contributes an accumulation of skills and facili. 
ties that go far beyond the contract costs to the Government. No 
established manufacturer would think of selling its carefully nurtured 


and developed research skills on a cost basis to anyone except to the | 


Government. As a matter of fact, no reasonable amount of money 
could buy these accumulated skills from these substantial research labs 
interested in commercial activities. 

In the company for which I work, incidentally, privately financed 
research costs alone rose from $7.9 million in 1955 to $12 million in 
1959. Fifty-five percent of the sales of this company’s products in 
1959 either did not exist or were not in substantial large-scale con- 
mercial production 20 years ago. One research project out of eight is 
successful. Therefore, while we may spend $5 million and produce 
a successful product, we may at the same time spend $20 million with. 
out real commercial success. Of equal importance is the time ele 
ment involved in research—taking a product from test tube to full- 
scale production, requires on an average from 7 to 9 years. It is ob- 
vious, therefore, that this company, which I am confident is typical 
has at any given time 6 to 8 years of accumulated research work be- 


hind it as yet unproductive. The Government needs that backlog of 


skills under the Space Agency Act. 
Even detention of residual commercial rights to inventions and 
pemente coming from Government-supported work is small incentive 


or the significant contribution of the established company in offer. | 


ing its accumulated research skills on a simple cost-reimbursable 


basis. In brief, that is the Department of Defense’s usual method of 


contracting for research. 

Despite success obtained under the Department of Defense inven- 
tion policy, the Space Act adopts the policies established first in the 
Atomic Energy Act under which the Government acquires exclusive 
rights to all inventions conceived under contract and the contractot 
retains nothing. These AEA contract provisions have continually 
been criticized by industry and must someday be changed. I referyou 
to the statements of numerous industry representatives at the Sixth 
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Annual Conference of the Atomic Industrial Forum held in Wash- 
ington, D.C., in November 1959. 

Corporations are not like individuals who can sell their services on 
ayearly salary or fee basis and perhaps go on to sell the same services 
elsewhere next year. Corporations have to depend on an extensive 
background of research and development representing tremendous in- 
yestment of stockholders’ money for which the business managers are 
held to account. They cannot justify diverting their full efforts to 
essentially nonprofitable Government research work, unless the normal 
incentives of our free competitive enterprise system are present. These 
incentives are present, substantially, under the Defense Department 

licies, but are totally lacking, as [ see it, under the NASA Act. 

A law which grants no rights to an inventor is a contradiction in 
a nation that has become great through rewarding private initiative 
and enterprise. 

You may well ask why research on a Government contract can’t 
be completely separated from a company’s normal research. If the 
contractor has one research center, as is often the case, the Government 
work must be carried on side by side with that being financed by the 
company. If the work is being carried on in the same area and the 
same scientists are working on both programs, which is often necessary 
if the Government is to obtain the best brains, it becomes impossible 
to determine whether an invention is conceived under the Government 
or the private program. In fact, for all practical purposes, it is im- 

ssible to isolate the two programs from each other. 

And under the NASA Act it would make no difference, the Govern- 
ment would take title anyway. Under these circumstances, the com- 
pany has three choices: 

(1) It can move forward at the same time under both a but 
doing so with knowledge it may lose any discoveries resulting from its 
oer efforts as well as those made while using public funds under 
NASA. 

(2) Accepting the Government contract but decide to spend no more 
of its own money on the company research program. is decision 
obviously defeats the Government’s objective of seeking a greater 
level of effort in the research. It navel substitutes a Government 
program for a privately supported project. 

(8) Or it may turn down the Government’s proposal, which for 
obvious reasons is unsatisfactory both to contractor and Government. 

In conclusion, may I quote the late Donald A. Quarles, former 
Deputy Secretary of Defense, in a statement to the Special Committee 
on Space and Astronautics, U.S. Senate, when it was holding hearings 
before the passage of the proposed National Aeronautics and Space 
Act. On May 19, 1958, he wrote as follows, confirming his testimony : 

As to contractors, the Department of Defense in the armed services procure- 
ment regulation requires the inclusion in contracts for research and development 


of a patent-rights clause which permits the contractor to retain the title to the 
invention but gives the Government an irrevocable royalty-free license through- 
out the world * * *. 

The above authority and procedures have provided an adequate basis for the 
handling of patent matters relating to Department of Defense problems not only 
in the area of advanced research and missilry but in other important areas as 
Well. Therefore, it would appear that special patent provisions are not required 
in the proposed legislation. 
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Congress did not follow this recommendation of Secretary Quarles, 
Already the administration of the NASA has experienced some re. 
sistance to section 305 of the law to the extent that this committeg 
has found it desirable in the public interest to hold these hearin 
on proposed changes in the law. This committee now has before jt 
a proposed modification which will at least permit the administration 
to adopt contract clauses, if the administration will act, consistent 
with Department of Defense contract policy. The proposed changes 
are the minimum needed. They do not, in my opinion, go far enoug 
but they are at least a step in the right direction. Congress should, 
I feel, delete the entire section 305. 

Mr. Mircnety. Thank you very much, Mr. Johnson. 

Mr. Quigley ? 

Mr. Quictry. I have no questions. 

Mr. Judge Chenoweth ? 

Mr. Cuenowetu. Mr. Johnson, you feel that the present section 
305 of the NASA Act is retarding and holding back research and 
development which might otherwise be obtained ? 

Mr. Jounson. Yes, sir. 

Mr. CuenowetnH. Contractors are reluctant to enter into a contract 
with the Government on account of that provision ? 

Mr. Jounson. The contractors with whom I am familiar are. 

Mr. Curenowetu. Do you know of specific cases where contracts 
have been rejected, where the contractor has indicated his unwilling. 
ness to enter into such contract? The reason I ask that: What you 
are doing is you are confirming, substantiating testimony which we 
have been receiving now for several days, but there has been a lack of 
specific cases. We have had one or two, but I just wondered if you 
know of any in your experience. 

Mr. Jonunson. I know the company for which I work has made 
several proposals, but we make the proposals subject to being able to 
work out a satisfactory patent clause with respect to our existing 
information. As yet, we have not negotiated as a result of those 
proposals. 

Mr. Curenowetu. Do you have any contracts with NASA now? 

Mr. Jonnson. No, sir. 

Mr. Cuenoweru. You have none at all? 

Mr. Jounson. No. 

Mr. Cuenowetn. You have some with the Department of Defense! 

Mr. Jounson. Yes, many; and have had for years. 

Mr. Cuenowetn. Those have been satisfactory, have they? 

Mr. Jounson. Yes; they have. 

Mr. CuenowetH. Do you feel that the rights of the Government 
and also the company have been fully protected in those agreements! 

Mr. Jonnson. I do. 

Mr. Cuenoweru. There seems to be a feeling that where the Gov- 
ernment furnishes the money for the development and research work, 
that perhaps the Government is entitled to a little more than it would 
otherwise receive. Now, I have come to the conclusion that the Gov- 
ernment is not going to get any more, so far as it is putting any rights 
to beneficial use under a title than it does under the license, which 
you recommend. Is that your conclusion or observation ? 
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Mr. Jounson. That is my feeling, sir. I was just thinking how 
I could best illustrate the problem, elaborate a little more on my 
statement. ‘The Government, of course, under the 1910 Patent Act, 
can always take property, and patents are property, and when it takes 
it, it must pay fair value for it. 

Under the procedures developed by the Department of Defense, 
they have avoided that by agreeing in advance on allowing the in- 
yentor or the owner of the patent to retain his commercial rights, but 
the Government has a right to use it anywhere in the world under 
the present policies for governmental purposes, and also, I believe, 
under the existing clauses, to allow foreign governments to use it for 
the benefit of the U.S. Government. 

Mr. Cuenowetn. The Government is no better off then with the 
title than it is with the nonexclusive license, royalty-free ? 

Mr. Jounson. Not unless the Government sometimes plans to com- 

te with the contractor commercially on commercial activities. 

Mr. Cuenowetu. I don’t think that is contemplated. Iam sure that 
Congress wouldn’t permit such a situation as that to exist. Have you 
aleard of such a condition as that? 

Mr. Jounson. Well, not precisely in this area. You might say that 
they doin TVA area, public utilities. 

Mr. CHENowErH. But you have never heard of Government enter- 
ing into competition with private enterprise where the patent is in- 
aieed, where they started to produce commercially the item which 
they had nonexclusive rights for military purposes ¢ 

Mr. Jounson. No; I can’t think of any example. 

Mr. Cuenowetu. I think that is all, Mr. Chairman, thank you. 

Mr. Mr. King? 

Mr. Kine. The Hercules Powder Co. has an R. & D. program in 
connection with the Minuteman in Utah? 

Mr. Jounson. Yes, sir. 

Mr. Kine. That is in the district I represent. The contract there 
is with the Air Force ? 

Mr. Jounson. Yes. 

Mr. Kine. You find that contract to be satisfactory ? 

Mr. Jounson. Thus far; yes. 

Mr. Kine. I hope it remains that way. 

Your last sentence, Mr. Johnson, in which you stated that the 
proposed legislation is a step in the right direction, but that in your 
mind it does not go far enough, would you like to elabrate on that? 

Mr. Jounson. The reason I stated it that way is I have had some 
experience with waiver provisions under other statutes, and I find that 
unless you have an aggressive and forceful administrator, waiver pro- 
visions are an excuse for delay and equivocation with respect to mak- 
ing decisions. 

feel that the waiver provisions, even in the proposed revisions, may 
result in that unless substantial urgency forces them to issue regula- 
tions comparable to those which industry in general has found satis- 
factory under the Department of Defense procedures. 

Mr. Kine. You understand, do you not, that under this proposed 
legislation, NASA can tailor its policies, so to speak, to conform pretty 
much with those of the Department of Defense, whereby the patent 
remains with the inventor from the beginning? 
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Mr. Jounson. I do, Mr. King, but the basic policy is still stateq 
in the law, even with these, as I read it, that implies that the Goy. 
ernment should obtain title to inventions at every opportunity, Anq 
I don’t believe that the law should contain that basic intent. 

Mr. Kine. If NASA were to implement the law by a series of aq. 
ministrative regulations in which it blocked out the specific areas jp 
which it intended to retain title to the patent, and if, upon examing. 
tion of those regulations it was seen that that area was extreme} 
narrow, then presumably your objection would be substantially met: 
would it not? 

Mr. Jounson. That is right. 

Mr. Kine. That is all Ihave. 

Mr. Mircneti. Mr. Bass ? 

Mr. Bass. No questions. 

Mr. Mrrcnexy. Mr. Johnson, can you envision a situation where you, 
personally, would feel that an invention resulting from a Government 
contract, title should be retained in the Government? 

Mr. Jounson. I think there is a possibility that you might have such 
an overriding invention, if it fell within the public domain, and of 
such major importance, that the Government, if it completely financed 
the research resulting from it would be entitled to it. 

Mr. Mircuetyt. Of course, we are precisely concerned with the ex- 
loration of space. Do you feel that should there be a change in the 
egislation—the right of NASA to perfect its title to a patent if 

some overriding invention were to be developed? In other words, 
~ sanguage should be written into any statute that might become 
aw 

Mr. Jounson. I am trying to think of a situation which would re- 
quire that. At the moment I don’t think of one. 

I was referring to the type of discussion which led to the rather 
strict provisions under the Saks Energy Act, where you had sub- 
stantial period of one or two large contractors for a long period under 
secrecy, developing the entire project at Government expense. On 
a temporary basis I can see some reason for those provisions. _ I think 
they have expired today by lapse of time and more knowledge in 
the field. I can’t visualize at the moment anything in this area with 
which I am familiar, and it is a very limited field of the chemical in- 
dustry, that would be of that significance. 

Mr. Mrrcuety. Well, of course, in response to Mr. King, you gave 
many reasons for your feeling that the amendment proposed by NASA 
does not go far enough, but of course it provides that the Government 
would have the right to, in accordance with this language, to take 
title. 

Now, insofar as the proposed amendment is concerned on that pre- 
cise point, do you subscribe to it ? 

Mr. Jounson. I would rephrase it. I would put the emphasis on 
the intention of Congress not to take title to inventions unless the 
overriding public interest required it. I would find that the expressed 
intention under the statute was to continue our normal routine with 
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respect to handling the patentable matters, so that the Administrator 
would be completely free to negotiate, as a private citizen could do 
with respect to proper! y rights. 

Mr. Mircuecr. But you would not be in favor of a complete prohi- 
bition insofar as the Administrator’s authority to negotiate with ref- 
erence to the title is concerned / 

Mr. Jounson. Properly hedged, I would not. 

Mr. CueNowrtH. Would my colleague yield ? 

Mr. Yes. 

Mr. Cuenoweru. Have you ever given any thought to the constitu- 
tional question involved here which was presented to the committee 
very forcibly this morning ¢ 

Under the Constitution we must secure the inventor with the rights 
of his invention. 

Mr. Jounson. I heard part of that discussion. 

Mr. CuenowetH. What did you think of that ? 

Mr. Jounson. I heard part of that discussion this morning. It 
was a very interesting approach to the problem. I don’t believe I 
have ever heard it presented that way before. I think it was stated 
stronger than the Constitution requires. 

Mr. Cuenowetu. It was stated pretty strongly. I thought it was 
yery impressive and somewhat persuasive. 

Mr. Jounson. It was persuasive, and the general principle I agree 
with, but I don’t believe the Constitution does any more than give 
Congress the authority to, in the public interest, pass laws which will 
stimulate the maximum benefit resulting from inventions and dis- 
coveries. 

Mr. Cuenoweru. But the point is made in the Constitution that we 
must protect the inventor and give him the full rights and benefits of 
theinvention. ‘That isthe point I thought that was made. 

Mr. Jounson. It was. 

Mr. Cuenowern. To construe that strictly, then, both your NASA 
Act and Atomic Energy Act are unconstitutional under this provision, 
if you want to take a very strict interpretation of the Constitution. 
I think it has perhaps some implications here which haven’t been fol- 
lowed to their ultimate conclusion. 

Mr. Jounson. I have never seriously studied that point of view. 

Mr. CuenowerH. Thank you. 

Mr. Mr. Yeager, Mr. Carstarphen ? 

Thank you very much, Mr. Johnson. We appreciate your appear- 
ance and testimony. 

The next witness for this afternoon is Mr. Paul L, Tillson, patent 
counsel for the Gulf companies, representing Pittsburgh Patent Law 
Association. 

I might say, Mr. Tillson, that your Congressman, Mr. Fulton, is a 
member of this subcommittee and has been extremely interested in the 
work of the subcommittee, but because he is now a delegate to the 
United Nations, that, and only that, prevents his attendance here today. 

Mr. Tittson. I appreciate that. 
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STATEMENT OF PAUL L. TILLSON,| MEMBER, PATENT DEPARr. | 
MENT OF GULF COMPANIES, CHAIRMAN, COMMITTEE ON Lays 
AND RULES, PITTSBURGH PATENT LAW ASSOCIATION 


Mr. Tit1tson. Mr. Chairman, first I think I had better get one matter 
straightened out, or I may run into difficulty when I get back to Pitts. | 
burgh. Iam not patent counsel to Gulf Oil Corp. ee just a mem. 
ber of the patent department. 

Mr. Mircuett. I think the record should show that very clearly ang 
be underlined, before the chief of the patent department reads that, 

Mr. Tr1son. I would appreciate that. 

In view of Mr. King’s presence, I might add to the biography that 
I attended the University of Utah for 3 years before going to MIT, | 

Mr. Krng. Thank you, Mr. Tillson. 


Mr. Trtuson. I had hoped to avoid presenting mere repetition of ° 


what has been presented before, and with that in view I attended 
yesterday afternoon’s hearings to see just what was being presented, 
As it turned out, practically all of the time I was here Professor 
Melman was testifyin , and it appears that there won’t be much 
danger of repetition. Ph 

But if this is repetition, please bear with me. I shall repeat Pro. 
fessor Melman’s technique of asking that the statement be introduced 
in the record, and I will not read it. However, I would like to read 
the resolution adopted by the Patent Law Association of Pittsburgh, 
It reads: 

Whereas it appears that section 305 of the National Aeronautics and Space 
Act of 1958 is not in the public interest because it does not promote the develop 


ment of our maximum effort in space activities; in that it (1) reduces the 
incentives for our industrial and research organizations to take paiy ‘n space 


activities, (2) discourages private research and development work by placing 
unnecessary burdens on the establishment of title to inventions not made at 
Government expense, and (3) weakens the normal effect of our patent laws in 
encouraging competitive development of inventions in the aeronautics and space 
fields: 

Be it resolved, That the Patent Law Association of Pittsburgh favors repeal 
of said section 305 and the substitution therefor of a patent section like that of 
the National Science Foundation Act of 1950, at title 42, United States Code, 
section 1871 ; 

And, that the laws and rules committee of this association is authorized to 
arrange for a member of this association to present its view to the Congress. 

Adopted, unanimously, at a meeting of the membership of the association held 
in Pittsburgh on November 18, 1959. 

D. Fow ter, Jr., 
President. 

JAMES K. Evernart, Jr., 
Secretary. 


I am attending this hearing as that representative. I am chairman 
of the Committee on Laws and Rules of the Pittsburgh Patent Law 
Association. 

I believe that paragraphs (a) and (b) of section 305 have been 
pretty well worked over and will not have much to add to them, except 
concern about the breadth of the field that may be dragged in under 


1Born Fort Apache, Ariz., 1916. Obtained degrees of B.S. and M.S. in chemical engi- 
neering from Massachusetts Institute of Technology and LL.B. degree from George Wash- 
ington University. 

Patent agent, associate, and member of patent law firm in Washington, D.C. Have 
been in the patent department of Gulf Oil Corp. at Pittsburgh, Pa., for the past 7 years. 
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the words “relating to” a contract. With those words, it appears that 
a firm, for example, engaged in the manufacture of servomechanisms 
might be related to almost any contract that the Space Administration 
might enter into, and such a firm would incur considerable risk in 
entering into a contract with the Space Administration. Yesterday 
afternoon there was some comment on the attitude of industry if they 
would avoid taking part in research activities, because there did not 
appear to be much profit in the activity. 

Tpoald like to present the view that this space activity is somethin 
that is going to be with us a long time, we are going to be lavitend 
ina long haul, and it is not a crisis or an acute emergency, it is not a 
wartime measure where people should turn everything aside to the 
successful completion of a war. Since it is a matter that is going to 
be extended as far as we can foresee into the future, it appears to me 
that the best thing that any citizen can do to strengthen his country 
isto perform his job as well as possible, and the manager of a research 
organization has duties to his stockholders or to his backers which make 
it imperative that he direct the activities of that organization into 
the fields that appear to be most profitable. 

[agree very strongly with Mr. Quigley’s comments that the NASA 
should be governed by laws that will produce maximum effort in the 
private enterprise system that we have, and I think that the laws 
governing the NASA should develop the maximum effort with the type 
of research organization that is in existence. 

I would like to direct my remarks to a large extent to the presump- 
tion of title in the Space Administration arising from paragraphs 
(c), (d), and (e). That is one matter that I did not hear much dis- 
cussion on and have not seen it in the papers that I have examined. 

Paragraphs (c), (d), and (e) create a strong presumption that the 
ownership of any patent having substantial utility in the space field 
isin the Space Administration. It provides that before a patent will 
issue, that the applicant has to file papers describing the facts sur- 
rounding the invention. A bare request by the Space Administrator 
will vest title in the Space Administration and the applicant is then 
under a burden of proving that the request of the Space Administra- 
tion is in error. 

The paragraphs referred to provide a remedy for the aprinant, 
but I would like to suggest that that remedy is more form than sub- 
stance, in that it is in the nature of an interference proceeding in the 
Patent Office. Those who have been involved in interference proceed- 
ings will realize that they are extremely technical, complicated, time- 
consuming, and particularly if testimony has to be taken, expensive. 
It will be amusing to the general lawyers on the committee that many 
patent lawyers whose field of practice is related to patents or patents 
and trademarks will, when they get into an interference, refer the mat- 
ter over to an interference specialist. In many patent departments 
of companies, once an interference case is held, it 1s taken away from 
the attorney who is handling it and given to a man who specializes in 
interference ; the reason is that they are highly technical proceedings 
that are difficult to handle. 

As a result of the expense, I would say that the majority of inter- 
ferences are settled in order to avoid having to take testimony and 
going through the rigorous proof that is required. However, in this 
488275924 
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situation the interference would be set up only because the Space Ad. 
ministrator requested title to the patent. It does not look like a very b 
promising field for a settlement. 

Moreover, there is a strong presumption that is created by the aet 
that title should be in the Space Administration, and the applicant | 
is under a burden of proving that that presumption is in error, It ‘ 
has been—a similar presumption has developed in interference prac- 
tices that are inventions made in the order of filing applications, That | 

resumption is extremely difficult to overcome, and many attorneys, 
t think particularly in the chemical field, find that it is often almost 
hopeless to overcome such a presumption. 

A similar burden or one even stronger can be expected on an ap. 
plicant attempting to prove that the request of the Space Adminis. 
trator was wrong, and particularly if he has at any time had a con. 
tract with the Space Administration. 1 4 

The net result of sections (°), (d), and (e) on private research, th 
which is the item covered under No. 2 in the resolution, is that ong bi 
engaging in private research can expect that his costs of obtaining any 4, 
patent protection will be greatly increased. He can expect to becom | 
involved in an interference proceeding on almost every application 
that has patentable subject matter. h 

If the contractor should have at any time had a—pardon me, if | : 
the inventor should at any time have had a contract with the Space : 
Administration, he not only will be under an extremely heavy burden, P 
but the possibility is that he will jeopardize his rights to any patents | 4, 
that might result from research that he has privately supported. au 

There is one very strong possibility that a result of paragraphs | jp 
(c), (d), and (e) will be to isolate workers who are engaged ine | 4] 
search on a Space Administration contract. Any contact or ex- | 
change of information between those workers and other members of ht 
the research organization would create a very strong danger that any- yg 
thing developed by the other workers might be brought into the pro ( 
visions vesting title in the Space Administration. This isnot athee 
retical danger. I know of one instance—I am sorry, I am not ableto — ax 
name it—where that has actually happened where some private work —_yh 
has been jeopardized because it was done by one group in a research | pe 
organization and they were in a position to talk to members who were | 


working under a contract not with the Space Administration. ) bee 
It has been repeatedly suggested that the waiver provisions of the jot 
section 305 may provide a method of eliminating or reducing the ob- j 


jectionable features of section 305. I think that is not the proper way wa; 
to attack the problem. Iam in complete agreement with the position Ag 
taken by the NASA in regard to its waiver regulations that the De and 
partment of Defense approach is contrary to the words and intent y 
of section 305. It is a very unsound method to correct the shortcom- | erp 
ings of the act because the procedure followed by the Space Adminis Gor 
tration will then change with the whim of the particular personnel ers} 
involved in the Space Administration. | 

It has been common experience for lawyers engaging in adminis | and 
trative practice to find that the Government employees are i was 
aggressively sg epee, the scope of their activities and agency. — 
don’t mean to critical of the Government employees, I think 1 T 
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many Ways it is proper. They are working for the agency, they should 
be vigilant and aggressive in safeguarding the agency’s interests. _ 

This is shown up, oh, in the Patent Office. An examiner can gain 
gme measure of fame by finding a new ground of cA. oy perhaps 
in the Antitrust Division it is a new antitrust violation. I think 
that while we might rely on the statements of the present personnel 
in the Space Administration, it would be very unsound to use that 
method of overcoming the deficiencies in section 305. 

Here again, this is a real problem. I know of one instance that I 
was personally involved in in the Patent Office. One of the examiners 
had developed a new ground of rejection, a new theory. That was 
adopted in one instance ; pretty soon it was being cited again and 

in, and it looked like it had become the law. It was necessary 
for the Chemical Practice Committee of the American Patent Law 
Association, and others, to take part in an appeal, and in that appeal 
the only safeguard they had to overcome this big body of law that had 
built up was going back to the statutory provisions. The practice 
that had been adopted was directly contrary to the statutory pro- 
visions and the statutory provisions were the lifesaver. I think you 
could expect the same sort of thing in regard to the policies followed 
by the Space Administration, if you rely on waiver provisions or the 
assurances of the personnel who happen to be in the office at the 
present time. 

Another factor or method that has been suggested for overcoming 
the deficiencies of the present act is the award policy. I would like to 
submit that that policy is not an effective measure of repaying an 
inventor for his contribution. It is extremely difficult to determine 
what the proper value of an invention is until substantial time has 

requently, the invention appears to be highly valuable, but 
ater development, following in a very short time, makes the high 
value invention become useless. 

On the other hand, there are many, many instances of patented in- 
ventions that have not had any substantial use until very near the 
end of the 17-year period. I know in one instance with my company 
where substantial royalties have been collected, I would say that 80 
percent of them were collected in the last 3 years of the patent’s life. 
That turned out to be an extremely valuable invention, but if it had 
been determined 15 years after the invention was made, why it would 
not have been thought to be valuable. 

While the resolution of the Patent Law Association of Pittsburgh 
was adopted unanimously at the meeting, it caused a lively discussion. 
Asa matter of fact, I had the job of presenting it to the membership, 
and they made me somewhat uncomfortable for quite a while. 

The comments ranged from an attack on the whole theory of Gov- 
emment ownership of patents, just what is accomplished by 
Government ownership. If you are going to have Government own- 
ership without vigorous assertion of patent rights, why not just put 
out a magazine and public descriptions of the invention? The laws 
and rules committee was able to convince the membership that that 
was not the question being considered at this time, so we overcame 
that hurdle. 

There was a lot of discussion about this being a step to change the 
drift toward Government ownership of patents to a race toward Gov- 
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ernment ownership of patents. There were many considerations gyp. 


rounding the adoption of the Atomic Energy Act which might ly 
used to explain the patent provisions of that act. 

It is believed that those considerations are not valid reasons for the 
act that was adopted by many people, anyway, but it is believed tha 
those considerations are not present for the Space Act. However 
the adoption of similar patent provisions will make it extremely—y 


the Space Act—will make it extremely difficult to prevent the adop. | 


tion of those same patent provisions when there is a new breakthroug) 


in the scientific field. 

Many of the members of the Patent Law Association of Pittsburg 
in the discussion at the meeting, wanted a positive statement in the 
act that property was in the—that the title to the patent propert 
was in the inventor. It was argued by the committee that such g 


statement was not necessary, that title to an invention is in an inventor ? 


or his assignee, unless there is some positive statement to the contrary, 
By eliminating such positive statement it appeared to us it would 


leave it in the inventor or the assignee. It was desirable not to just , 


eliminate the present section 305 and leave a void similar to what 
exists in the Department of Defense, because it was believed that the 
adoption of another section 805 would constitute positive action by 
Congress rejecting the philosophy and intent behind the present 
section 305. 

With those considerations in mind, it was proposed that a section 
similar to that in the National Science Foundation Act be adopted, 
in that it would encourage uniformity in patent provisions of the 
various agencies and would provide flexibility that could in no way 
hamper the Space Administration in the performance of its duties, 

Since the meeting of the Patent Law Association of Pittsburgh I 
have had an opportunity to examine the proposal by NASA. The 
members of the committee were polled by telephone. They admittedly 
did not have time to give a careful study to the proposal of NASA, 
but all of the members of the laws and rules committee of the Pitts. 
burgh association found that the proposal of NASA was acceptable, 

There were some misgivings about just what might be meant by 
a ee ge (b) of the proposal, but I think, by and large, the members 

elt that there could be conditions which would justify title being in 
the Space Administration. 

Thank you. 

Mr. Mrreneti. Mr. Quigley ? 


Mr. Quieter. I am fascinated, sir, by the fact that on November 


18, Pittsburgh lawyers, with the aid of crystal ball, or something 
else, were able to anticipate and unanimously adopt a resolution urg- 
ing the Congress do what NASA submitted to this committee about 
2 weeks later. 


Mr. Ti1son. Oh, no, sir, no, sir, I hope I did not create that | 


impression. 

When I say I polled them, on November 18 with this resolution her 
(indicating), they acted in favor of the provisions of the National 
Science Foundation Act. 

Now, the NASA Act has just been—what I have done is polled 
members of the laws and rules committee in the last day or so by 
telephone to find out whether, when the act is read to them and they 
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could consider it briefly, they had any objection to it. That was a 
matter of polling three other members of the committee in the last 
day by telephone. 

Mr Quictey. No. But what has happened here is that NASA’s 
recommendation as it has been presented to this committee is very 
much patterned after the provisions in the National Science Founda- 
jon Act. 

Oe. Tuson. Well, I believe that would be the—I cannot cite 
examples but I believe a number of other organizations have come 
out in favor of the patent provisions of the National Science Founda- 
jon Act. 

It is a position that is extremely vague, perhaps, and it does give the 
agency complete freedom. They will not be in a position where they 
say “We would like to do what you are asking but the act restricts 
usin such & manner that we cannot.” 

Mr. Quicrey. Well, I am also interested in the fact that you as 
practitioners 1 the field would hit upon that particular statute, when 
the testimony by Dr. Waterman demonstrates that the National 
Science Foundaion has practically no experience at all with patents. 

Mr. Trxrso~. Well, that came up at the meeting of November 18 
that you referred to. One of the members wanted to know if any- 
body had any experience under the National Science Foundation Act. 
Nobody did. 

A Seber of members of the Pittsburgh association had experience 
under the Department of Defense regulations. They were very much 
in favor of the Department of Defense regulations, but the laws and 
rules committee felt that it was necessary for us to suggest something 
rather than just leave a void, and we thought that with the National 
Science Foundation Act provisions we could not be hurt, that is about 
what it amounted to. 

Mr. Quictry. I do find it a little strange that so many people who 
are experienced in this field are rallying around the flag that they 
have never seen flown. You have had a long working experience 
with the DOD regulations, you are not completely happy with them— 
I mean lawyers and industry—but I think generally you have had 
a fairly satisfactory experience, and it would seem to me that it would 
be much the better part of valor to take the devil you know than the 
devil you do not know. I just find it a little hard to explain to my- 
self why everybody is saying NASA should adopt—including 
NASA—a provision in a law which no one has had any experience 
with and which in its entire history the agency has had exactly 15 


_ patent applications presented to it and never had a patent granted. 


I think that if the Congress is going to do something specific and 
definite we ought to do it. 

Mr. Trxtson. There is this reasoning behind the adoption of that 
provision. Perhaps it was wrong, maybe we should have just acted 
in favor of deletion of the present section 305. There had been some 
public statements or indications by NASA that they were not happy 
with the present regulations. It was the feeling of a number of 
people at the meeting of the membership that if the restrictions in 
the present section 305 were removed that then the battle on the reg- 
ulations adopted by NASA could be won, and I think that is the 
reason for rallying behind this very indefinite, unknown flag, 
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Mr. Quretry. Drew Pearson is not a member of your association, | 
is he? [Laughter.] There seems to have been a leak here as to what | 


NASA was going to recommend, if ten days before they recommended 
it, your association was urging that very thing. 

Mr. Trtuson. No, sir. I knew nothing about what they were goi 
to recommend. I did have some papers that have been presented and 
I think one of them is this American Enterprise Association publica. 
tion which had indicated that NASA was not happy with the statute 
under which they were operating. 

Mr. Quieiry. Well, that had been indicated to this subcommittes 
before the Congress adjourned. 

Mr. Tituson. Yes, sir. And that is all the information we had, 
The other would come from members getting up and speaking and [ 
would not be able to tell where their source was. 

The first indication of any definite nature was subsequent to the 
November 18 meeting. 

Mr. I have no further questions. 

Mr. Judge Chenoweth ? 

Mr. Cuenowetu. The Patent Law Association of Pittsburgh js 
composed of some 140 lawyers. 

r. Yes, sir. 

Mr. Cuenowetu. And these 140 lawyers are unanimous in their 
opinion that the section 305 is retarding the research and development 
program for space ? 

Mr. Trison. There was not a dissenting vote and then a motion 
was made that it be made unanimous, even whether or not that was 
necessary. There were approximately 60 or 70 of the members 
present at the 

Mr. Cuenowertu. Now, you in your resolution present some pretty 
strong reasons why the law should be changed, if your assumptions 
are correct, where you say that because it does not promote the devel- 
opment of our maximum effort in space activities. Certainly the 


time is here where we should be exerting our maximum effort. We | 


hear a great deal of criticism of the fact that we have not done all 
we could in space, that the Russians are doing much more than we 
are, the Russians are ahead of us in this and that other development 
of space. So certainly there can be no excuse for the Federal Gov- 
ernment, these days, to sit idly by and do something less than the 
best. And if Congress has done something here which is retarding 
that maximum effort, then I think we should correct it as quickly as 
possible. Is that the feeling of your group? 


Mr. Tituson. It certainly is; it was a very strong feeling, I might | 


add. 

Mr. Curnowetn. What have been your experiences with the NASA 
Act? 

Mr. Tittson. I have had no experience at all with the act per- 
sonally. 

Mr. Cuenowetn. Did any of your members have specific contacts 
under the act that were discussed at your meeting ¢ 

Mr. Titison. None were related at the meeting. | 

Mr. CuEenowern. You do not know of a specific instance where 
section 305 has prevented a contractor from taking a contract which 
he otherwise would have been glad to enter into ? 

Mr. Trxuson. No, sir, I have not. 
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Perhaps I am not a good representative for the association from 
that standpoint. I work for one corporation and it is in a field that 
at this stage, anyway, probably would not have any contracts with 
the Space Administration. Something may develop where we will, 
but at the present time I do not know of any. 

Mr. Cuenowern. Has your company entered into research and 
development contracts with the Department of Defense ? 

Mr. Tittson. Our company, Gulf Oil Corp., was—I say was, I 
think it probably still is—owner of half interest in the Callery Chemi- 
eal Co. and that company was primarily engaged in the manufac- 
ture of some of the so-called exotic fuels. I do not know much about 
them. I did no work personally on the matter. 

That undoubtedly had very much work done under contract with 
the Department of Defense. 

Mr. Cuenowetru. That has not been under your personal super- 
vision ¢ 

Mr. Trttson. No, sir. If I were in private practice I think I 
would have a much broader view of what is going on. As it is m 
experience during the last 7 years has been restricted to Gulf Oil 


Corp. 

Mr, CuEnowetu. My colleague from Pennsylvania, Mr. Quigley, 
has been rather critical of your group for mentioning the National 
Science Foundation Act. I think perhaps it is unfortunate that that 
has been referred to. It has been presented a number of times. It 
is true they have had very little experience in this field. I think 
what you are trying to get at is you want to adopt something similar 
to the regulations and the policy of the Defense Department. Would 
[be correct in that assumption 

Mr. Turson. That is true. But we did feel that there ought to be 
some provision placed in the law to replace the present section 305 just 
toshow that the present section 305 had been rejected. 

Mr. CHenoweTu. Your main objection to section 305 is that it vests 
title to the Government ? 

Mr. Tittson. Yes, sir. 

Mr. CuenowetH. What you want is a provision which will let the 
inventor retain the title and give the Government nonexclusive use 
for governmental purposes, a license ? 

Mr. Truson. Yes. We expect that to come through the regula- 
tions, we feel that the patent provisions of the National Science 
Foundation Act would not restrict the Space Administration in 
adopting resolutions that are acceptable and will allow that purpose 
that you mentioned to occur. 

Mr. CuHenoweTHu. You do not feel that we are going to get our full 
and maximum, complete effort as long as we retain section 305 ? 

Mr. Tittson. That is right. 

Mr. CHEnowerH. That is all, Mr. Chairman, thank you. 

Mr. Mr. King? 

_ Mr. Kone. Mr. Tillson, am I correct that an interference procedure 
is one in which the issuance of a patent is challenged by another firm 
on the grounds of prior invention or nonpatentability or something 
similar 

Mr. Trttson. No, sir. An interference proceeding in the Patent 
Office is purely one for determining priority of invention between two 
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aap who are filing opnton covering the same invention and 
nave them pending at the same time or between an applicant and q 
recently issued patent. And it is one of determining who was the tl 
first inventor between these claimants for a patent. ; 
Mr. Kine. Someone is challenging, then, the action taken by the | 
Patent Office? Perhaps even before they have taken action? p 
Mr. Tituson. Well, just briefly: First there has to be some patent- | 
able claim that is the basis of the interference. The interference may 
be set up by the examiner in the Patent Office when two applications it 
come to him and he sees that these two people are claiming the same | sl 
invention, why he puts them in interference. Another procedure js 1 
after a patent issues, an applicant can copy a claim of that patent 
and have an interference claimed to determine who was the first 
inventor. 
Mr. Kine. Fine. dl 
Now you were talking about interference proceedings and describ. Wi 
ing how cumbersome, dilatory, expensive and soon. Now wouldyou fe 
state again just very briefly why the present law encourages inter. | a 
ference proceedings ¢ | 
Mr. Titison. Well, paragraphs (c), (d), and (e) create a pre | p 
sumption that title is in the Space Administrator. pl 
When the Commissioner of Patents finds that an invention is pat- | al 
entable, before a patent can issue, if it has utility in the space field 
the applicant must file a paper stating the conditions surrounding | la 
the invention. That paper is submitted to the Space Administration, 
and if they request, the patent is issued to the Space Administration, if 
Now they have a procedure that is indefinitely outlined, but it is just | m 
stated that the applicant can challenge that issuance of the patent to [| ta 
the Space Administration before the Board of Patent Interference in | _ ne 
the Patent Office. But there is a very definite presumption that the 
invention should properly be the property of the Space Administrator, | ha 


Mr. Kana. All right, thank you. wi 
Let me ask one other question, just for my own information, be | ap 
cause I do not know enough about patent law. ju 


Where one person receives a patent, a private individual receives 
a patent on a particular invention, does that preclude somebody else | 
from using that invention in his own laboratories for the purposeof | cis 
extending his own field of knowledge? In other words, he is not | TI 
manufacturing this product, he is not using it commercially in any | br 
way, but at least he is using it in his own laboratory as a basis for fur- | lik 
ther development even beyond that patent. Now, may he do that? 

Mr. Tituson. I may be a little rusty on this. As I recall there was 
at one time a provision in the patent statutes that excluded suchex- Ye 
perimental use. I do not believe in the present patent code there is ; 
similar provision which excludes it. I know of no instance where one | 
carrying on experimental work with some apparatus that is partic 1 
ularly designed for laboratory use, you might say, has been precluded | ma 
from using it. Now of course if it gets to the field where he is just | the 
using a motor in the laboratory, why he buys the motor like anybody 
else does. 

Mr. Kina. Because, I can see that if that did block off all experi: 
mentation within private laboratories, then the granting of a patent | I 
could actually stifle all further experimentation in that particular | “a 
field. carl 
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Now, your answer, again, is that you think that it may be done in 
the laboratory ? 

Mr. Tittson. Yes. 

Mr. Kine. In any event, he can always go presumably and buy that 

rticular product. 

Mr. Tittson. Well, that is right. 

If it is just a piece of apparatus, the chances are you can buy it out 
in the market just like anything else. Once he has bought it, pre- 
sumably the manufacturer has obtained a license or done whatever 
necessary to remove the patent problem. 

Mr. Kine. ig it is a process. 

Mr. Tititson. I may stand corrected on this by some of the members 
that are here: I know of nothing in the present act, as I say, that ex- 
cludes the use of processes in experimentation from the ordinary pro- 
visions of the patent law. As a practical matter, I find it difficult to 
foresee anyone asserting or, say, enforcing patent rights covering, say, 
a method of analysis in the laboratory or something like that. 

Mr. Kine. What you are saying is, then, that you feel under the 
present status of the law that the issuing of a patent on a machine or 
— to one person would not preclude another person from going 
ahead— 

Mr. Tittson. No, sir, I did not say that. I say under the present 
law I know of no positive provisions that exclude it. I would hate to 

o back and look up the law and find out I am all wrong on this, now. 
i think there was formerly a provision that excluded machines pri- 
marily for experimental use or inventions primarily for experimen- 
tation. That 1s, I should say the use of them in an experimental man- 
ner from the field covered by the patent. 

Now, there may be some case law that has developed on that that I 
have never had any occasion to go into. I know in our own company, 
why, the usual procedure when there is an invention of a piece of 
apparatus that is primarily of use in research or laboratory work is 
just to publish it rather than seek patent protection. 

Mr. Kine. Allright. Thank you, Mr. Tillson. 

Mr. Chairman, to me that point is one of some significance. I appre- 
ciate Mr. Tillson’s answer and I realize I am catching you unawares. 
This is strictly a legal problem which unless someone happens to have 
briefed recently probably would not be prepared to answer. I would 
like something in the record, however, by someone who has briefed 
this, stating his conclusions on that point. 

Mr. Mircnenx. I think that can be obtained for the record. Mr. 
Yeager, will you make a note to do that ? 

Mr. Yeager. Yes. 

(The information requested is as follows :) 

Title 35, United States Code 271 provides that “Whoever without authority 
makes, uses or sells any patented invention, within the United States during 
the term of the patent therefor, infringes the patent.” 

Notwithstanding an express statutory exclusion of experimental use from the 
scope of the foregoing definition of infringement there is a line of cases, the most 
recent of which is in the U.S. Court of Claims, holding that experimental use of 
an invention is not an infringement. 

In Percy OC. Chesterfield v. United States, 159 F. Supp. 371 (U.S. Court of 
Claims 1958) it was held that: 


“The 422-19 alloy was also a cobalt-nickel alloy with chromium, molybdenum, 
carbon, and other metals and nonmetals. The 422-19 alloy comes within the 
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broad ranges recited in the two patent claims in suit, and actual use by the 
defendant would constitute infringement of said claims if the claims are Valid, 
However, the evidence shows that a portion of the 422-19 alloy procured by the 
defendant was used only for testing and for experimental purposes, and there is 
no evidence that the remainder was used other than experimentally. Exper. 
mental use does not infringe. In a patent infringement case, District Judge 
Rifkind said: 

“The accused devices * * * can be eliminated from consideration for jts 
affirmatively appeared, without contradiction by the plaintiff, that defendant built 
that device only experimentally and that it has neither manufactured it for gale 
nor sold any. Dugan v. Lear Avia, Inc., D.C. 1944, 55 F. Supp. 223, 229,’ 

“This principle was applied earlier by District Judge Seymour, who said: 

“It is true that, if an infringing machine is made or used as an experiment 
merely, it does not infringe former patents. Bonsack Mach. Co. v. Underwood 
C. C. 1896, 73 F. 206, 211.’ : 

“The claims in suit, if valid, are not infringed by defendant's experimental use 
of the accused, 422-19 alloy.” 


Mr. Tittson. That would, of course, not be a matter that would 
be affected by the section 305. That is a matter of the patent lay 
generally, as I see it. 

Mr. Kine. That is correct. But I am certain that if this comes up 
on the floor of the House for debate—at least I have a strong feelin 
somebody is going to ask that question. I think it would be very we 
it the members of this committee be fortified on that point. 

Mr. Yes, sir. 

Mr. Mrrcwe.u. I think now that Mr. King has asked that question 
and it will be in the record that it very likely will be asked. I am 
not so sure it would have been had Mr. King not asked his question, 
[ Laughter. | 

Mr. Mrrcnety. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Mitcuety. Mr. Yeager, Mr. Carstarphen ? 

Thank you very much, Mr. Tillson, for your testimony and your 
appearance. 

(The statement of Paul L. Tillson follows :) 


STATEMENT OF THE PATENT LAW ASSOCIATION OF PITTSBURGH IN SUPPORT OF REso- 
LUTION REQUESTING REVISION OF SECTION 305 OF THE NATIONAL AERONAUTIO 
AND SPACE ACT OF 1958 


The Patent Law Association of Pittsburgh is an organization of 140 lawyers 
in western Pennsylvania engaged in the practice of patent law. The member- 
ship includes many lawyers engaged in private practice as well as lawyers 
employed in patent departments of large and small corporations. 

lt is the duty of the Committee on Laws and Rules of the Patent Law Associa- 
tion of Pittsburgh, referred to in this brief as the committee, to consider new and 
proposed legislation and rules of administrative agencies and report their con- 
clusions and recommendations to the members of the association. Action, if 
desirable, is then taken by the entire membership of the association. The com- 
mittee is acting as representative of the entire membership of the Patent Law 


Association of Pittsburgh in presenting this brief in favor of the resolution — 


adopted by the association. 

The members of the committee, after studying section 305 of the National 
Aeronautic and Space Act of 1958 (hereinafter referred to as the Space Act) 
were uniformly of the opinion that the provisions of that section are not in the 
best interests of the United States and will, in fact, impede scientific and technical 


progress in the aeronautics and space field. The committee prepared a resolution 


for consideration by the membership of the Patent Law Association of Pittsburgh 
at their November meeting of this year. The resolution of the committee was 
adopted by the full membership with only a single change. That change was 
the insertion of the word “unanimously” after “Adopted” in the last sentence of 
the resolution. 
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The attached resolution sets forth in general terms reasons believed to be most 
important why the present section 305 of the Space Act is objectionable. No 
attempt has been made to list all of the reasons it is believed that the present 
section 305 will interfere with progress in space activities or to list the reasons 
presented in the order of importance. Some arguments have been omitted from 
this brief because it was known that they were being stressed in arguments 

nted by others scheduled to appear before the Committee on Science and 
utics. 
Tone fret objection to section 305 set forth in the attached resolution is that 
it will reduce the incentive for industrial research organizations to take part 
in space activities. Although the definition of ‘aeronautical and space activities 
in the Space Act is so broad that the total impact of the Space Act on research 
activities cannot be predicted with accuracy, it is certain that section 305 severely 
jimits the benefits to a research organization from a research and development 
contract with the National Aeronautical and Space Administration (hereinafter 
referred to as the Space Administration). Ordinarily the profits derived from re- 
and development contracts with governmental agencies are not large, but 
such contracts provide the contractor with an opportunity to acquire knowledge 
in the form of inventions and commercial rights to patents on the inventions, 
which are of great value to the contractor in subsequent commercial activities. 
Under section 305 of the Space Act, all inventions, whether patentable or not, 
made by a contractor with the Space Administration, or his employee or sub- 
contractor, become the property of the Space Administration. Regulations 
adopted by the Space Administration have indicated that the Administration will 
not require vesting of title in it to inventions of a trifling or clearly unpatentable, 
hence valueless, nature. The contractor with whom the inventions orginated 
acquires nothing that does not become immediately available to his competitors. 
Hence, a contract becomes a one-shot proposition in which the only substantial 
benefit to the contractor is the profit made on that particular contract. Unless 
that profit is large, there is little incentive to enter into a contract with the Space 
Administration. Certainly, it is not desirable to surround contracts of the 
Space Administration with conditions that encourage high costs to the Space 
Administration in every contract. 

Section 305 vests title in the Space Administration to inventions made by per- 
sons employed by the contractor for research, development, or exploration work 
if the invention is related to the work the person was assigned to perform, or is 
within the scope of his employment duties. Title also is vested in the Space 
Administration to inventions made by other persons employed by the contractor 
if the invention relates to the contract. Determination of what inventions are 
“related to the contract” or “within the scope of his employment duties” can be 
expected to be difficult. No help can be obtained from the Space Act. The 
definition of “aeronautical and space activities” in the Space Act is so broad that 
a multitude of subjects ranging from those closely related to the contract to 
those widely different from the contract fall within the definition of aeronautical 
and space activities. In view of the presumption of title of all inventions in the 
space field in the Space Administration, whether or not made under a contract 
with the Space Administration, to be discussed later, it will be virtually impos- 
sible for a contractor to allow any employee to work part of his time on work 
related to a contract without jeopardizing inventions of that employee which 
properly belong to the contractor. 

Thus, section 305 of the Space Act interferes with the contractor performing 
research and development work most effectively. If the contractor is perform- 
ing work independently of the contract that is in any way related to the contract 
work, extreme care must be taken to prevent exchange of information between 
those working on the contract work and those not working on the contract work 
to avoid title to inventions made by employees not working on the contract being 
vested in the Space Administration. Hence, the advantages of discussion be- 
tween different members of the research organization are lost. Clearly, it is to 
the contractor’s interest to place his best and most productive research workers 
m projects clearly not related to the subject of a contract with the Space Ad- 
ninistration, and to isolate those workers from employees working under the 
contract. 

The vesting of title to inventions in the Space Administration bears most 
heavily on the small research and development organization. Frequently, the 
small organizations are newly formed and have insufficient funds to bridge the 
gap from one contract to the next. The new research organization may be 
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initially formed on the assurance that research and development contract with 
a Government agency will be obtained. Unless such small research and deyg. 
opment organizations can acquire exclusive rights to commercial use of invep. 
tions made in the contract, they can look forward to a rocky road at the com. 
pletion of the initial contract. The profits on the initial contract ording 
are not, and should not be, large enough to insure continued operation of the 
research organization for a substantial period after termination of the contract, 
Without something of an exclusive nature to offer commercial accounts, the 
small, newly formed company’s chances of succeeding in competition with 
larger, better financed organizations are poor. Thus, section 305 has the effect 
of favoring, if it does not insure, the dissolution of newly formed researc, 
organizations at the conclusion of the work performed by that organization 
under its initial research and development contract. When it is considera 
that many of the research organizations in this country that are now leaders 
in their fields are of recent origin and grew from a small organization hayj 
a contract with the Department of Defense or other Government agency for re. 
search and development work, it will be appreciated that section 305 imperils 
the formation of new organizations which could greatly strengthen research 
and development activities in this country. 

The regulations adopted by the Space Administration for carrying out the 
provisions of section 305 place a heavy burden on contractors of disclosing al] 
inventions to the Space Administration. Although the regulations state that not 
every improvement, however trivial, is to be reported, they state that the cop. 
tractor should report all patentable inventions and err in favor of disclosure, 
Hence, the contractor is under the burden of making a determination of the 
patentability of all inventions made during the life of the contract, without bene. 
fiting in anyway from such determinations, or of making a complete disclosure 
of all inventions to the Space Administration. The determination of patentabil- 
ity of an invention is frequently one of the most difficult of all legal questions, 
Such a burden further discourages one from entering into a contract with the 
Space Administration. 

It is generally agreed among those who have had research and development 
contracts with governmental agencies that the procedure followed by the De 
partment of Defense is most satisfactory. Section 305 of the Space Act puts 
the Space Administration in an unfavorable position relative to the Department 
of Defense in obtaining the services of the most skillful research organizations, 

The second reason set forth in the resolution of the Patent Law Association 
of Pittsburgh why the Space Act fails to promote development of a maximum 
effort in space activity is that it discourages private research and development 
work in the aeronautical and space field by placing a heavy burden on the estab- 
lishment of title to inventions not made at Government expense. Paragraphs 
(ec), (d), and (e) of section 305 require the Commissioner of Patents, before 
issuing a patent having “significant utility in aeronautics and space activities,” 
to require a statement from an applicant for a patent showing the facts sur 


rounding the invention and stating the relationship, if any, of the invention to | 


the performance of any work under any contract of the Space Administration. 


The statement of the applicant is to be submitted to the Administrator of the | 


Space Administration and if the Administrator requests, the patent will be 
issued to him on behalf of the United States. Thus, there is a presumption 
that any invention having “significant utility in aeronautics and space activity’ 
is the property of the Administrator. 

Admittedly, section 305 provides a procedure by which an applicant fora 
patent can prove that his invention did not arise under a contract with the 
Administrator. That procedure may be of little value to the independent inven- 
tor or to the small research organization, in that the procedure is in the nature 
of an interference. Applicants for patents have found it extremely difficult 
in interferences to overcome the presumption of invention in the order of filing 
patent applications in the Patent Office. It can be expected that it will be equally 


difficult to overcome the presumption created by section 305 that title to the in | 


vention should be vested in the Administrator. 

Interferences in the Patent Office are highly technical, complicated, and ex 
pensive proceedings. Because of the expense of interference proceedings, it has 
become the practice in the majority of instances for interfering parties to reach 
a settlement rather than go through the detailed proof of priority of invention 
by the taking of testimony. Since the interference proceedings would be it- 
stituted only in those instances in which the Administrator claimed title to the 
patent, it appears that there would be little chance of settlement of the proceed: 
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provided for in paragraphs (d) and (e) of section 305. Thus, every patent 
jication in the aeronautical and space field by one conducting research with 
his own funds faces the possibility of becoming involved in an expensive inter- 
nce procedure in the Patent Office. If the inventor or the assignee of the 
invention ever had a contract with the Space Administration, the burden of 
overcoming the decision of the Administrator is likely to be insurmountable. 
paragraphs (c), (d), and (e) of section 305 are also important in reducing 
incentive of industrial research organizations to enter research and develop- 
ment contracts with the Space Administration. Any organization that has made 
guy inventions “having utility in space activities” at its own expense would 

pardize its ownership of such inventions by subsequently entering into a 
research and development contract with the Space Administration. Thus, para- 
graphs (Cc), (d), and (e) not only discourage private research in the space field 
but also discourage organizations having previous experience in related fields, 
which organizations may be expected to be most skilled in those fields, from 
entering into contracts with the Space Administration. 

The third reason set forth in the resolution in support of the belief that sec- 
tion 305 of the Space Act of 1958 is not in the public interest is that it weakens 
the normal effect of our patent laws in encouraging competition of inventions in 
the aeronautics and space fields. It is not uncommon for a patent lawyer, 
faced with a client who would like to manufacture a device or carry out a process 
jdentical to one of a competitor, to advise the client that he cannot copy the 
competitor’s device because of danger of patent infringement. Frequently the 
dient then initiates a research or development program that results in a new 
way of accomplishing the same function as the competitor’s device or process. 
The new way may have important advantages over the device or process of the 
competitor. The competitor may then be forced to further research work to meet 
or overcome the advantages of the client’s device or process. Section 305 of 
the Space Act discourages such innovation and interplay of competition. Once 
a problem has been solved by one method, that method of solution will be 
available to all parties. There is no necessity of innovation to develop a new 
method which may be highly advantageous for solving the problem. Thus, the 
patent provisions of the Space Act tend to freeze the development of any par- 
ticular art at the level at which the first solution of any problem in that art 
occurred. 

The vesting in the Administrator of title to inventions in the aeronautics and 
space field will also interfere with the commercial exploitation of inventions 
made under contracts with the Administrator. The introduction of a new 
product or process has historically been a hazardous undertaking. The pro- 
motion of a new product or process is certain to make much larger demands on 
the time and energies of the promoter than the production, distribution, and 
marketing of established products or processes. Neither the acceptance of the 
new product or process, the capital requirements, nor the difficulties to be 
encountered in the promotion of the new product or process can ordinarily 
be accurately predicted. One would be foolish to undertake all of the hazards 
and labor of introducing a new invention if, as soon as it became apparent that 
the invention could be exploited successfully, all competitors were free to enter 
the field. Yet that is exactly the situation that exists under section 305. It 
is almost inconceivable that the Space Administration would ever institute a 
patent infringement action to prevent any person or organization from infringing 
apatent owned by the Space Administration. 

It has been argued that provisions of section 305 for waiver of all or any 
part of the rights of the United States to the invention, and of section 306 for 
awards to inventors for inventions of significant value in the conduct of aero- 
nautics and space activities overcome the tendencies of section 305 to discourage 
participation in activities in conjunction with the Space Administration or pri- 
vate research in areas having significant utility in aeronautical or space activities. 
It is urged that those provisions are unlikely to reduce appreciably the effect of 
the section in discouraging invention in the space and aeronautics field. The 
provision for waiver of title can be expected to find principal application to in- 
ventions of little significance. There would be little point in initially vesting 
title to inventions in the Administrator if the Space Administration would then 
waive its rights in the most significant inventions. Hence, inventors making the 
most significant inventions would be the least likely to obtain an exclusive right 
to commercial exploitation of the invention under the waiver provision. 

Although the provision for compensation to inventors does not suffer the 
defect of the waiver provision of acting to the benefit of those making the least 
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significant inventions, it is recognized that the most accurate and practical 
measure of the value of an invention is the value of the patent protection derived 
from a patent on the invention during the life of the patent. An award by 
the Space Administrator for an invention which appears to be important at the 
time it is made may be excessive if shortly after the award is made a later 
invention replaces the invention on which the award was based. Errors in the 
other direction in determining the amount of award can also be made. Many 
years may pass before the true value of an invention becomes apparent. Aj. 
though the provision for awards to inventors is desirable to recognize those 
situations where the value of a license to the Space Administration would greatly 
exceed the payments made by the Space Administration under a contract, it js 
urged that such awards are not a proper substitute for ownership of the patent 
by the inventor or his assignee, subject to a license to the Space Administration, 
Section 305 of the Space Act is a second major step in the direction of excluding 
important newly opened scientific and technical areas from private develo 
ment. The ownership by the Atomic Energy Commission of substantially lj 
patents in the field of atomic energy can be explained, but not justified, by the 
near hysteria at the time the original Atomic Hnergy Act was adopted and the 
fear of atomic explosions or accidents. Now another major field for scientific 
and engineering development appears to be opening up, and the philosophy of 
the Atomic Energy Act of reserving that field to a governmental agency has 
again been adopted. Moreover, because of the extreme breadth of the definition 
of “aeronautics and space activities” in the Space Act, the field reserved to a 
governmental agency by the Space Act is much broader than the field reserve( 
to the Atomic Energy Commission. Unless the trend is stopped, one can easily 


foresee that a policy of Government ownership of patents will become the rule | 


rather than the exception whenever a new scientific field opens up. That policy 
is directly contrary to the line of thinking which resulted in the patent pro 
visions of the Constitution of the United States. 

It is proposed in the attached resolution of the Patent Law Association of 
Pittsburgh that section 305 be replaced with a section similar to the section re. 
lating to patent rights of the National Science Foundation Act of 1950. That 
section is designed to protect the public interest and the equities of the con- 
tractor, and permits the adoption of regulations similar to those adopted by the 
Department of Defense. The Space Administration has properly asserted that 
all regulations governing patent rights in research and development contracts 
must be consistent with both the words and intent of section 305, and the regula- 
tions of the Department of Defense are contrary to both the meaning and intent 
of the present section 305. The new section 305 proposed in the resolution 
eliminates the restrictions of the present section 305 and has the further ad- 
vantage of encouraging uniformity among the statutes governing the patent 
policies of the different Government agencies. The proposed section 805 gives 
the Space Administration authority to adopt regulations that would put the 
Space Administration on an equal footing with other governmental agencies in 
acquiring the services of research organizations, and the flexibility necessary 
to meet new problems as they arise. 

It is strongly urged by the Patent Law Association of Pittsburgh that repeal 
of section 305 of the Space Act is essential to the development of this country’s 
maximum effort in research and development in aeronautical and space activities 
for the reasons set forth in the attached resolution and discussed in this state 
ment. It is also urged that the present section 305 be replaced by a statutory 
provision that recognizes the equities of the inventors and their assignees to 
show the clear intent of Congress that the philosophy behind the present section 
305 has been rejected. The Patents Subcommittee of the House Committee on 
Science and Astronautics is respectfuly requested to consider favorably the 
legislation proposed in the attached resolution. 

Respectfully submitted. 


L. TILLsoN, 
Chairman, Laws and Rules Committee, 
Patent Law Association of Pittsburgh. 


The next witness for this afternoon is Mr. A. L. Lyman, president 
of the California Research Corp. 
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STATEMENT OF A. L. LYMAN,’ PRESIDENT, CALIFORNIA 
RESEARCH CORP. 


Mr. Lyman. Mr. Chairman, members of the committee, my name is 
Arthur L. Lyman, and I am, as indicated, president of the California 
Research Corp. 

My remarks today are concerned with section 305 of the National 
Aeronautics and Space Act of 1958, and with analogous statutes and 
Government regulations which cover proprietary rights in inventions. 
We are concerned that in protecting the just interests of Government, 
Congress may encourage an interpretation of such statutes and regula- 
tions which will fail to protect the rights of the contracting companies. 
The problem can become particularly acute with those organizations, 
such as ours, whose Government contract research is small compared 
to its total proprietary research. 

A little background information about our company will help you 
to place this discussion in its proper perspective in the relationship 
between industrial research and contract research for the Government. 

My company, the California Research Corp., is the wholly owned 


subsidiary of the Standard Oil Co. of California. Our primary job 
is to conduct programs of research, tN ceeiy and technical service 
for all of the operations of Standard o California and its wholly 


owned operating companies. Our laboratories provide research sup- 
rt for exploration, production of oil and gas, refining and market- 
ing of petroleum products, and manufacture and marketing of petro- 


chemicals. 
We have about 1,400 employees of whom over 650 are scientists and 


engineers. Our sa calls for an expenditure of about $19 million 


of Standard of California’s eatinty this fiseal year. In contrast our 
Government research contracts will not exceed $300,000 or less than 2 


percent of our proprietary research and technical service costs. 


On this basis you may well ask why we are concerned at all. 
Obviously we are not going to make any direct contribution to com- 


pany dividends through Government research. In fact, we do all of 


our Government contract research at cost and collect no fees or profits. 

I should point out here that there has been one exception in our 
history to this policy. In 1950 we were asked by the radiation labora- 
tory at the University of California and the Atomic Energy Commis- 
sion to build and operate a unique accelerator at Livermore, Calif. A 
new subsidiary company was formed to carry out this program and 


1Arthur L. Lyman is president and director of California Research Corp., the research 
and development subsidiary of the Standard Oil Co. of California. 

He joined the Standard of California family after graduating from the University of 
California in 1924 with an A.B. degree in chemistry. After serving in several capacities at 
Standard’s Richmond Laboratories, he was appointed assistant manager in 1931 and became 
manager in 1938. When California Research Corp. was formed in 1944, he was elected a 
director. He was appointed vice president and director of laboratories in 1946. In 1953 
he was made executive vice president and was elected pag in 1954. 

A member of the American Chemical Society, Mr. man has served as chairman of the 
petroleum division of that organization and is a member of the Petroleum Research Fund 
Advisory Board. 

Mr, Lyman is a member of the American Petroleum Institute, where he is serving as 
chairman of the Advisory Committee on Fundamental Research on the Composition and 
Rrepetties of Petroleum. He represents API as a director of the Coordinating Research 

‘ouncil. 

Mr, Lyman participates actively in several important committees of the National Asso- 
dation of Manufacturers and is a member of the National Research Council Committee on 
Industrial Chemistry. He is a member and past director of the Atomic Industries Forum. 
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it was dissolved after the program was completed. A nominal fee 
was involved in this contract. 


All other contracts have been reimbursed at cost. We have had 


series of these with the Navy, Air Force, and the Atomic Energy Com. 


mission. We have carried out research on development of radiation. | 


resistant fuels and lubricants, and on synthetic hydraulic fluids fop 
supersonic aircraft. We have conducted extensive studies for the 
AEC on the effects of radiation on petroleum and related products, 
We peminpnles, in the nuclear energy powered aircraft program by 
con 


ucting research on radiation-resistant lubricants. We have bee, | 


awarded contracts by the U.S. Navy’s Bureau of Ships for severg] 
technical services. I do not think I need to detail those because they 


are covered in the text. We have also done contract work on rocket _ 


fuels, jet fuels, and the performance of diesel engines under aretie 
temperatures. 


In some cases we were approached by the Government agency to — 
do this work; in others we expressed an interest in getting a research — 
contract and made the first approach. In all of these contracts, our | 
extensive background of <p in developing fuels and lubricants — 


and our understanding of the fundamentals of their performance were 


our stock in trade, and both we and the Government agencies felt that _. 


we could contribute a great deal with a relatively small contract be- 
cause of this background. For our part, we felt this work was worth- 
while because we learned more about the changing needs for new fuels, 
lubricants, and other products that we supply to the military services, 
Much of our work for the Department of Defense was done under 
earlier, more liberal contract provisions which provided the Govem- 
ment with a royalty-free license, but did not require us to surrender 
our proprietary information and patent rights to our competitors 
for nongovernment commercial uses. In some of these contracts 
where we performed a particular service, there were no patent aspects 
to consider and no inventions resulted. Under one contract we devel- 
oped a synthetic hydraulic fluid which will permit aircraft hydraulic 
systems to operate under the high temperatures associated with flights 
at supersonic speeds. This is now marketed by Oronite Chemical Co, 
another subsidiary of the Standard Oil Co. of California. As a result 
of this contract—that is, the contract that we carried out—the Depart- 
ment of Defense received its complete research reports on a successful 
development, and also has a commercial supply of the product avail- 
able. While the Department of Defense made the research reports 
available to industry, we were permitted to file our patent applica- 
tions. We don’t know what the outcome will be, but we at least havea 
chance to protect our findings for any future commercial use they may 
have. Even more important to us, under this type of contract we have 
not endangered our accumulated pe cred position in this field. 
For a age example of our pro 


contract that we would like to negotiate with the Atomic Ene 


Commission, since we have made up to now no contracts with NASA. | 

We have worked for years under small contracts with AEC on radi- 
ation damage of hydrocarbons and other organic materials and the 
development of radiation-resistant lubricants, and hydraulic fluids 
for use in atomic reactors. 


lem, I would like to turn toa | 
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fee | With a group of highly trained and experienced experts in this 
- feld of work, it would be a natural for us to carry on a program de- 
da red by the AEC on the development of lower-cost organic coolants 
M- and moderators for reactors. It is hoped that selected petroleum re- 
‘on-  fnery hydrocarbon streams would provide a source from which these 
| materials could be produced at much lower cost than the synthetic 

the | materials now in use. 
In this area we run head-on into the provisions of section 152 of 
‘by the AEC act of 1954 which we also interpret to place in jeopardy 
eel our present and concurrent proprietary interest in the field. We have 
eral s background of nearly 40 years of research and have spent many mil- 
hey — jins of dollars in petroleum process, product, and petrochemical de- 
‘ket velopment work; much of which relates to materials which conceiv- 
ably could come out of these refinery streams and would be good mod- 
erators or coolants. We are currently actively conducting our own 
y tO research on petroleum processes and petroleum products using these 
game refinery streams with the hope of getting better gasolines, jet 


Our fuels, petrochemicals, and more efficient processes which will reduce 
- | oar costs. In fact, this is the most important area of our proprietary 
| | rch. 

that wt is certainly not equitable for us to contribute the full force of 
be: these research activities to the Government contract work, if by do- 
rth- ing so the proprietary rights from this work are placed in jeopardy. 
tels, Yet, it is the fact that we have this vast background of pertinent 
ces. | knowledge and concurrent research activities that makes it desirable 
ider for us to do this work. We are certainly in an excellent position to 
*i- | doan unusually good job for the AEC at a bargain price. However, 
idet_| ye have reluctantly concluded, and have so informed the AEC, that 
tors | ye cannot enter into a broad contract for this work because of the 
‘acts | hazard to our proprietory position which we believe is contained in 
ects | the patent: rights provisions of the Atomic Energy Act of 1954. 

vel. | “Tt is pertinent to point out that we have continued to work after 
vulie | 19540n AEC contracts in the general area of radiation damage to or- 
ghits ganic materials and the production of some radiation-resistant lubri- 
> cants and hydraulic fluids. In our work on radiation-resistant lubri- 


cants, we tested a grease additive which we have previously developed 
ful for use in industrial greases used under severe operating conditions. 
7. Parenthetically, I can say this was considered very highly by us. It 


+ a. was in the late experimental stages but had not been used commer- 
cially. 


lea Currently the Atomic Energy Commission is challenging our reten- 
Wei tion of patent rights to this valuable additive. We believe we have 
a astrong, well substantiated case, and we might prevail, but I cite it 
! 1. to illustrate the type of problem we encounter under this type of 
to contract. 


We would be concerned with NASA contracts in our areas of great- 
Ss _ est competence for the same reasons that we have cited in our dis- 
aq. “USSion of AEC contracts. We would be reluctant to accept any con- 
the tmuets with the patent provisions presently in the law. We would be 

unable to accept contracts in areas that would involve our use of pro- 


| prietary information of major importance to our company’s economic 
welfare. 
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We believe that NASA should be free to negotiate contracts eo. 
taining provisions which amply provide for the needs of the Govern. 
ment agency, yet do not place in jeopardy the proprietary position of 
the contractor. This would simplify obtaining contracts with y». 
search organizations such as ours who have a special competence of 
value to NASA and who would like to use this competence for the 
mutual good of the Government and the company. In such instaneg 
it hardly seems in the public interest that the price of contributing oy 
special competence without profit and for the good of the Government 
should be to give up to the Government title to inventions and tech. 
nical information developed and made possible by many millions of 
dollars of company investment in facilities and background research, 
On the contrary, it seems to me that the Government could better yp. 
quire that the provisions of NASA section 305 or AEC section 152 re. 
specting ownership be applied only after there has been a specific 
finding that an invention or discovery is of primary importance to 
our national defense, safety, or welfare. Further, where such a find. 
ing is made, a contractor of the type discussed should be allowed to re. 
tain for commercial purposes rights in its proprietary fields. 

We believe that such a balancing of private and public interests | 
would meet the Government’s needs while furnishing a reasonable jp. 
centive, and protection of proprietary rights, to companies able to make 
a real contribution to the NASA research program. A small group 
of company scientists assigned to a Government research project in 
an area of the company’s main competence could make unusually rapid 
progress because they then could draw freely on the background of ex- 
perience and knowledge of the whole company enterprise. 

In conclusion, we firmly believe that such incentives and protection 
of proprietary rights will permit the Government agencies to obtain 
the most for their research dollars. 

I might add—that completes the text that I have submitted. | 
might add that I did not see and did not have a chance to review 
with our patent people the NASA provisions until very late, just the 
last thing before I left San Francisco. And the only statement that 
they made was that the proposal that has been made by NASA for 
the change in 305 was certainly a big step in the right direction. Our 
feelings were that we were getting along very nicely with the De 
partment of Defense contract and our preference would be for that 
general type of patent provisions. | 

Mr. Mirenen.. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Mr. King? 

Mr. Krna. No questions. 

Mr. Judge Chenoweth ? 

Mr. Curenowrtu. How many contracts do you have at the present 
time with the AEC? | 

Mr. Lyman. We have one contract with the AEC at. present and 
we are still in the process of trying to negotiate on this one that] 
spoke of that we cannot accept under the terms of 152. I am notat | 
all hopeful of being able to reach a satisfactory agreement becaus 
of the conviction of the AEC people that they have to impose this | 
152 provision on us. 

Mr. Curnxowern. Have you had other contracts with them? 
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Mr. Lyman. We have had a series of contracts extending from 
about 1947 up to the present time. 

Mr. CuenowerH. Has there been any litigation as a result of those 
contracts ¢ 

Mr. Lyman. No litigation. The only thing that has come up so 
far is the point that I cited that in connection with one of the con- 
tracts that has been in effect since the 1954 revision of the act, which 
ut in the 152 provision, we have had a claim on the part of the 

tomic Energy Commission for one of our proprietary materials that 
we consider of considerable value. And we are now trying to work 
vat, out. 

: Mr. Cuenoweti. Are patents involved in these proprietary mate- 
ials? 

© Me. Lyman. There are patents involved and it is the title to the 
patent that is in question. The Atomic Energy Commission claims 
title to the patent to this particular additive for grease that we found 
to be effective in our own products and that we therefore used to try 
tomake a more effective product under the contract. 

Mr. Cuenowern. Under the Atomic Energy Act you would be 
compelled to give them the title, would you not? 

PS can. That is what they say, and we may have to do it. We 
are still fighting it, but we may have to do it. 

Mr. Cuenowetu. What are you apprehensive about in giving them 
the title ? 

Mr. Lyman. Well, if we give them the title, we have lost our op- 

rtunity to have the protection that we might enjoy from it and to 
icense it to others in a commercial way. It is actually a commercial 
product now, and I think that our case may well be won, because we 
believe that we had the product sufficiently developed prior to the time 
of using it in this contract. 

Mr. Crenowern. Is this entirely a commercial product? Does it 
have any military application ? 

Mr. Lyman. The product that we made under the contract could 
have military application in that it could be used in any atomic 
reactor. 

Mr. Cuenowern. What you are concerned about is, if the AEC 
takes the title, then they could license other corporations to manu- 
facture this item, is that correct, and then be in competition with you? 

Mr. Lyman. We would not be concerned about them licensing the 
right to make this particular grease that is used by the military. That 
we know they have the right to do and we have granted that without 
argument. We would be concerned that they would license our pro- 
prietary additive for use in civilian type of greases. 

Mr. Curenowernu. For the commercial production ? 

Mr. Lyman. That is right; yes, sir. 

Mr. Curnowrern. What do they say about that? Did they indicate 
what their attitude would be ? 

Mr. Lyman. Well, so far we have not had it settled. These things 
seem to take quite a lot of time. The lawyers are working on it. We 
have hopes our position is strong enough. 

Mr. Cuenowern. Have you ever been offered any NASA contracts? 

Mr. Lyman. We have not been offered any and we have not sought 
any because of these patent provisions. 
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Mr. Curenowertu. If you should be offered a NASA contract what 
would be your attitude now ? 


Mr. Lyman. Our attitude would be that we would be very reluctant _ 


to take it. I would not say absolutely that we would not because 
there are circumstances, I suppose, under which anybody might take 
a contract. But we would be most reluctant to take it, we would be 
particularly reluctant where, in our judgment, it placed contract work 
in the areas where we are most concerned in our present proprietary 
work, because there we would have the confusion that has been spoken 
of a number of times before the committee, between what is ours and 
what is NASA’s. 


Mr. Curenoweru. You have a number of Department of Defense 


contracts, do you ? 
Mr. Lyman. We have none at present but we have had a dozen or 
more of them over the last several years. 


Mr. CHenoweru. You are satisfied with the terms of those — 


contracts ? 
Mr. Lyman. We are satisfied ; yes, sir. 


Mr. Cuenowetu. And if we would apply something similar to | 


NASA, you would have no reluctance to contract with NASA? 
Mr. Lyman. We would have no reluctance and we would be very 
leased, because we expect as time goes on we will almost certainly get 
into this field in some way. It would be desirable for our company, 
which is a producer of all types of fuels, lubricants, hydraulic fluids, 
to be working in this field. I can see lots of possibilities for these in 
future space developments. 
Mr. a aaa Would it be a fair assumption that we have in 
this country today then organizations, companies such as yours, with 


technical experience and the know-how who are not now willing to | 


offer their services to NASA on account of the patent provisions, and 
to that extent are retarding and holding back the normal research 
and development of the space program ? 

Mr. Lyman. That is our definite feeling and I have informally 
been told that by heads of other research organizations. I cannot 
speak for them because I am not here except in my capacity as head 


of our own company. I am not a representative for the other groups 
but I have heard them informally express that thought; yes, sir. 

Mr. Cuenowetu. Do you not think that this presents a rather 
serious situation, then ? 

Mr. Lyman. I do, indeed. 

Mr. Curenowetu. Where we are engaged in a space race with Rus 
sia and we are hearing so much talk on every hand about the competi- 
tion, who is going to win this cold war and who is going to prevail 
in this race? Certainly we ought not overlook anything which is going 
to put us at the top of the pack in this case, and apparently that 1s 
what we have done in this legislation, according to what we have been 
hearing in the last few days before this committee. 

Mr. Lyman. Well, that is my conviction, that we have placed a 
handicap, which, in my judgment, is not necessary, on the program. 

Mr. Cuenowetu. You are afraid of the commercial competition 
from other firms, who would use your proprietary rights then that | 
you spent millions, perhaps, to develop, and they would get them | 
for nothing ? 
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Mr. Lyman. That is right, and they would get them as a concurrent 

art of a small contract here that is not really making us any current 
money, it is simply something we will do with hopes that in the future 
we will have need for it for commercial use; and also a certain ele- 
ment of desire to serve the Government. We feel that in our area of 
competence we should do that. _ 

Mr. CuenowerH. You mentioned only 2 percent of your total re- 
search and development program is paid for by the Government. 

Mr. Lyman. Yes. Over the past years, with the exception of that 
one large contract that I spoke of, where we set up a separate com- 
pany to develop and operate an accelerator, except for that one con- 
tract, we have never had over, at the maximum, 4 percent of our 
proprietary research in terms of Government research. 

Mr. CuenoweTn. That percentage would probably increase rather 
rapidly if we amended section 305 or repealed it. dee: 

Mr. Lyman. I do not know that it would necessarily increase, but 
I am afraid it is going to decrease as things are going now, because 
both the Atomic Energy Commission and NASA with these patent 

rovisions, leave us only the Department of Defense; and I do not 
mow what will happen in that area. But we would be willing to 
increase within moderate limits. 

Mr. Cuenowrrnu. That is all, Mr. Chairman, Thank you. 

Mr. Mr. Quigley. 

Mr. Quiatry. I have no questions. 

Mr. Mircnett. Mr. Lyman, just one question. You state on page 5 
of your statement that insofar as Government ownership is con- 
cerned, or how it should be applied, would be—— 


only after there has been a specific finding that an invention or discovery is of 
primary importance to our national defense, safety, or welfare. 


Task you, is that the way you really feel or is that just the best that. 


you think the Congress might do if it decides to do anything? 

Mr. Lyman. Well, I will tell you what I really had in mind. Our 
attorneys and I were working on that with time running out and we 
felt there might be situations—actually we were not thinking specifi- 
cally in terms of NASA, because we do not have contracts and direct 
experience there. We were thinking in terms of the early days of 
the Atomic Energy Commission activities where they developed a 
major weapon under security conditions, such that it had to be kept 
very secret, hush-hush. And in that case if a big and important 
weapon of great interest to the national defense was developed we 
thought possibly a circumstance of that kind might justify Govern- 
ment ownership. That is what we really had in mind as an example. 

Mr. Mircneti. You had nothing in particular in mind; it would be 
something that possibly could happen and you felt that then, that 
should be written into the law where, in that eventuality-— 

Mr. Lyman. In these extreme eventualities; yes, sir. 

Mr. Mircuety. That the Government would take title? The reason 
Task that, of course, is because of the testimony of some that they 
ag not conceive of any occasion where the Government should take 

Mr. Lyman. Well, we had to stretch a little bit, and as I say, we 
went out of the NASA territory and over into the AEC and thought 
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of an atomic weapon as being the only example really that w 
think of that was He in that 
Mr. Mircnetit. Mr. Yeager? Mr. Carstarphen? Thank you ye 
much, Mr. Lyman. q 

Mr. Lyman. Thank you. 

Mr. Mrrcneti. Our next witness for the afternoon is Mr. Alfred 
H. Rosen, who appears here as a representative of the Boston Patent 
Law Association. Mr. Rosen. 


STATEMENT OF ALFRED H. ROSEN,' ATTORNEY AT LAW, REPRE. 
SENTING THE BOSTON PATENT LAW ASSOCIATION 


Mr. Rosen. Mr. Chairman and members of the committee, I am 
Alfred H. Rosen, a patent attorney practicing in Boston, Mass., and 
I am here as a representative of the Boston Patent Law Association 

The membership of this association consists of about 170 patent 
lawyers who represent the greater percentage of the many small and 
me teva in Maine, New Hampshire, Massachusetts, and Rhode 

sland. 

In the Boston area, alone, there are several hundreds of small busi- 
ness firms which were founded on the basis of advanced technology 
and which depend for their existence upon aggressive research and 
development programs. As is reported in “The Patent, Trademark 
and Copyright Journal of Research and Education,” published by the 
Patent, Trademark, and Copyright Foundation of George Washing- 
ton University, volume I, No. 1, pages 119 to 126 and volume I, No. 2, 
pages 218 to 219, when these new companies grow to the point where 
they are ready to enter commercial product fields and not depend 
solely on Government-supported research and development for their 
livelihoods, patents assume an important role for them because, among 
other things, the protection provided by patents is often a contributing 
factor in attracting risk capital to finance the growth of commercial 
business, and to put inventions on the market in a commercial form. 

Examples of situations in which inventions initially developed under 
Government research and development contracts have been converted, 
at private expense, to commercial form and placed on the market, are 
set forth in an article entitled “Swords and Plowshares,” which was 
published in the Wall Street Journal, Wednesday, June 10, 1959. As 
this article points out, commercial benefits from Government research 
and development can be indirect, as well as direct. Thus, it cannot 
be predicted how or in what connection a particular new technique, 
invention, or patent will be commercially useful. 

Our basic disagreement with the provisions of section 305 of the 
Space Act is directed to its requirement that the Administrator of the 
act take title to inventions arising under contracts of the Administra- 
tion. We believe that this requirement tends to bring about effects 
which are adverse to the national interest. 


1 Born: 1915, Boston, Mass. 

Educated: Boston public schools, Boston College, Boston University, Boston College 
Law School. 

Examiner, U.S. Patent Office, 1942. 

U.S, Navy during World War II; last assignment—Patent Solicitor, Navy Office of 
Patents and Inventions. 

Patent attorney with corporations in the Boston area for approximately 14 years; now 
engaged in private practice in the Boston area. 
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Patents provide the best stimulus for public disclosure of new devel- 
opments, for private Investment, and for competitive Invention, when 
at least the commercial rights in them are privately held. A patent 
which, by reason of Government ownership, is freely available to the 

ublic for commercial non-Government, in addition to Government 
end use, amounts to no more than a gratuitous publication ; it not only 
fails to provide these stimuli, but also fails to protect domestic manu- 
facturers from foreign competition using the invention disclosed in 
it. Consequently, this requirement of section 305 of the act tends to 
have the following results : 

(1) It tends to discourage work for the space agency by those con- 
tractors who may have the best experience needed, or may otherwise 
be most qualified to solve its most pressing problems. 

(2) The commercial development of inventions made under Gov- 
ernment research and development contracts, as referred to above, will 
tend to be delayed or prevented. ; 

(3) The normal effect of patents in stimulating competitors to avoid 
the patents of others, and thereby advance the arts, will tend to be 
diminished. This tendency to diminish competition in inventing will, 
in the long run, deprive the Government and the general public of the 
benefits resulting from the incentive to make new inventions. 

(4) Approximately 4 to 5 percent of all the patents issued by the 
USS. Patent Office have been estimated to be issued to foreign corpora- 
tions. (“Distribution of Patents Issued to Corporations” (1939-55) ; 
study No. 3 of Senate Subcommittee on Patents, Trademarks, and 
Copyrights, 84th Cong., 2d sess., 1957, p. 8, table 1.) In the calendar 
years 1949-58, inclusive, this percentage increased, from 8 percent in 
1949 to 14 percent in 1958 (computed from statistics supplied by the 
US. Patent Office, Organization and Methods Division). Thus, out 
of a total number of 50,824 patents issued in 1958, a total of 7,395 

tents (approximately one out of every seven) were issued by the 

Jnited States to residents of foreign countries. If the Government 
takes title to significant numbers of patents, the ratio of commercial 
U.S. patent rights held by foreign owners to such rights held by U.S. 
owners will be artificially increased still further. This could develop 
atendency for funds being invested in the United States to be attracted 
referentially to foreign countries, and to U.S. companies dominated 

y owners of foreign-originating inventions. This raises the prospect 
that the techniques which will dominate the commercial market in the 
United States in the future will not be those originating in the United 
States, but will rather be those originating in foreign countries. 
Corresponding disadvantages will be presented to American manu- 
facturers attempting to do business abroad. 

These results would all be adverse to the national interest ; some of 
them, if they should be sufficiently widespread, might adversely affect 
the national security. 

The patent provisions of section IX of the Armed Services Procure- 
ment Regulation, which take for the Government a royalty-free 
license to all the inventions made in carrying out Government-financed 
research and development, and refrain from disturbing the normal 
balance among inventions, patents, and commercial development of 
inventions by their originators, represent a course which is far more 
inthe national interest than the course which is represented by section 
305 of the Space Act, because the Armed Services Procurement Reg- 
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ulation encourages the best qualified contractors to serve the Gover. | 
ment, fosters the commercial development of inventions in a frp, 

economy, and encourages competition in inventing, while assuring ab 
that the Government will have all necessary reserved rights. Section th 
305 of the Space Act, on the other hand, tends to discourage the bey 
qualified contractors from serving the Government, to discourage the | 
commercial development of inventions, to discourage competition | of 
among inventors, and to place American manufacturers at a dis. | sh 
advantage with respect to their foreign competitors. We believe 
therefore, that section 305 tends to weaken the economy without any 
benefit to the Nation’s defense capability, and is for these reasons not : 
in the national interest. th 


4 


We suggest that it is the duty of the Government to foster privat, 
research and ae ye to insure that advances in the arts in this . 
country will not fall behind advances in the arts in other countrj ad 


not only to provide a favorable investment climate for inventions th 
ageing in the United States, but for national security reasons bic 
alone. 
General comments in the NASA Report on Revision of Patent | 
Waiver Regulations, dated November 5, 1959, indicate that the con. 
tract patent provisions of NASA cannot be like those of the Depart. | 
ment of Defense solely because of the existence of section 305 of the 
Space Act, particularly subsections 305 (a) and (b). mi 
For the reasons we have set forth above, the Boston Patent Lay 
Association offers the following resolution, which was passed by the P 
association at its regularly scheduled plenary meeting on October he 
16, 1959: a 


Be it resolved, That: 

(1) Section 305 of the National Aeronautics and Space Act of 1958 shouldbe | tj 
repealed ; and 

(2) New legislation, if required, should specifically enable the National 
Aeronautics and Space Administration to adopt regulations similar to the Armed P 
Services Procurement Regulation. Ww 

After this was prepared there was sent to me a copy of the pro. ™ 
posed change in statute submitted by NASA. This came under a 
letter dated November 23, 1959, from Mr. Yeager of this committee. 

It was impossible for the association to consider that and I can only 
report that it has not had the consideration of the Boston Patent Law 
Association, so I am not in a position to make any statement on their 
behalf with respect to it. dc 

Somewhat before that the members of the committee on which I 
worked—which incidentally is headed by a gentleman from Nashua, fe 
N.H. I believe Mr. Bass’ district—did have a brief opportunity to B 
look at the latest waiver regulations, and while I was not with them 
the members of that particular committee have recommended that the 
resolution be changed so that the second part which I read shall read: | p 


— 


— 


80 
No legislation is required specifically instructing NASA to adopt ASPR-like al 
patent policies. 


Now, as I say I was not in on that discussion and I believe it related 
to the philosophy reflected in the regulations and this is what wa xp 
conveyed to me, to the effect that it was still impossible to work outa | 
waiver in advance of knowing what an invention consists of and | 
therefore impossible to plan in advance investment, as well as—in- 
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yestment in developing an invention at home as well as patenting it 
abroad and consequently developing it there. And even further, that 
the regulations made it appear that NASA was adopting what 
amounted to a working provision in the U.S. patent law, and this 
was felt to be something which should not be done in one little corner 
of the patent law by one administrative agency, but if done at all, 
should be done with respect to the entire patent law and considered 
for its own sake. 

That concludes my statement. 

Mr. MircH ety. Mr. Rosen, this committee that saw fit to chan 
the second section of the resolution, that was after considering the 
new NASA 

Mr. Rosen. Not the proposed statute; considering the most recent 
administrative regulations with regard to waiver which arrived in 
their hands prior to the proposed statute being sent to me. 

Mr. Mircneii. That was after the issuance of the waiver regula- 
tions by NASA on November 5? 

Mr. Rosen. I believe it was about then, yes. 

Mr. I see. 

Mr. Bass? 

Mr. Bass. Mr. Rosen, what was that committee, what was the 
membership of that committee? 

Mr. Rosen. This is the Committee on Government Relations to 
Patents, which was set up by the Boston Patent Law Association 
and headed by a gentleman named David Rich, Nashua, N.H. I am 
here as a member of that committee representing the whole 
association. 

Mr. Bass. I am still not clear as to the relationship, it has no rela- 
tion to the Boston Patent Law Association ? 

Mr. Rosen. Oh, yes, it does. This is a committee of the Boston 
Patent Law Association, a committee of about 10 or 12 attorneys 
which was appointed by the President of the Boston Patent Law As- 
sociation to work on this problem. 

Mr. Bass. Thank you. 

Mr. Quictry. No questions, 

Mr. Judge Chenoweth ? 

Mr. Cuenowetu. You mention, Mr. Rosen, there are several hun- 
dred small-business concerns in the Boston area who are interested in 
doing research and development work. 

Mr. Rosen. This has become rather a popular subject in the last 
few months. Various national magazines have written it up. The 
Boston area seems to have been the take-off point for small firms 
started by a few students or a college professor and a student or a 
few engineers who were unhappy with the large corporation’s atmos- 
phere and have a good idea. They go out on their own, they have 
some excellent new ideas and they start a business. These are scattered 
all over the landscape, from Providence all the way up into northern 
Maine now. As a matter of fact, some of these are my clients. 

Mr. Cuenowern. Are they accepting NASA contracts now for 
research and development ? 

Mr. Rosen. I am having a great deal of trouble with that. Some 
are, some are not. I can relate only a few experiences that I have. 

Mr. Cuznowetn. You can tell this committee, then, from your own 
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personal knowledge that contractors are reluctant to enter into a 
contract with NASA on account of section 305 ? 

Mr. Rosen. Quite reluctant. On the other hand, being small com. 
panies, very often they are not in a position to refuse an opportunity 
to do business. They are not big enough to say “No” to a given piece 
of business in some cases. And I have had one, for example, with 
NASA in which an invention was conceived and on which I filed q 
patent application for the client. The reduction to practice of this 
invention will require facilities which the client is not big enough to 
afford. It relates to jet propulsion. The nature of the invention js 


such that it could have tremendous commercial purposes in controlling 


fuels in other areas, such as furnaces and chemical processes. But 
inasmuch as it relates to jet propulsion it will come under the definj- 
tion even of the new statute proposed by NASA, because it is an 
invention useful for navigation outside of space without the 
atmosphere. 

The client took this to NASA, said: “Here is what we have, we 
would like to carry it further, but we conceived this invention, we 
can see many commercial possibilities, we would like to keep title.” 

Mr. Cuenoweru. Had the Government financed the research? 

Mr. Rosgn. No, the conception was completely out of the minds of 
the engineers. 

Mr. Cuenowern. Where did the Government come into this 
picture 

Mr. Rosen. The client went to the Government, went to NASA, 
and said: Here we have thought of something which is useful in 
connection with jet propulsion. We would like to build it; we think 
we have commercial uses for the invention when it is built; therefore, 
we would like to keep title to this patent and we have already filed 
our application. Here is the serial number and filing date and a 
copy of the application to look at between us. 

NASA came back and said: We cannot give you title now. We 
said, “Well, how about a waiver now?” We have written it; it is 
constructively reduced to practice; it has been filed in the Patent 
Office. They said “No,” we cannot give you a waiver now, either; 
we do not know how important it will be. My client’s people came 
home long faced, and they went back again and the suggestion came 
to them from someone in NASA, I know not whom, who said, “Well 
let us take this one piece at a time. We will give you a small feasi- 
bility study contract which you probably can carry out without actu- 
ally reducing this invention to practice.” I have my doubts about 
that, frankly. An engineer when he starts doing something is going 
to get caught up in it: he is going to reduce it to practice before he 
can. I anticipate they will be caught in this net. 

Mr. Cuenowern. Section 305 is working a hardship on the small 
companies 

Mr. Rosen. It is working a real hardship on the small companies, 
yes. I had another client. who was in the corresponding provision of 
the AEC Act. We tried desperately to work out the so-called sole 
license that the AEC can give back to contractors under its con- 
tracts. Here, again, it was an invention conceived by the client who 
was willing to pay the cost of filing a patent application and he was 
already back down to the point where he sald take the sole license 
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if he could get it. They would not give it to him and after 3 months 
of negotiation they broke off. That is another small client in about 
the $4-million-a-year annual sales bracket. 

Mr. Cuenoweru. You have had a number of similar cases, then ? 

Mr. Rosen. Well, I have just had another case with this very same 
dient doing business with still another agency, neither of the two we 
have spoken about here today, in which a similar clause to AEC’s has 
been insisted upon by the other agency, and the client is now wres- 
tling with this problem. Since it represents an opportunity to use 
some very highly trained people he has in an area that he thinks has 
a great. future, he may make the sacrifice in this case. 

r. CuenowerH. I think that is all. Thank you, Mr. Chairman. 

Mr. Mr. King? 

Mr. Kina. I have no questions, Mr. Chairman. 

Mr. Mrrcueti. Mr. Rosen, the waiver regulations that were issued 
by NASA as referred to in your statement dated November 5 of this 
year—were they the first waiver regulations that were actually 

romulgated and put into writing concerning the patent provisions 
of the NASA Act of last year? 

Mr. Rosen. No, I believe there were some earlier ones. 

Mr. Mircuet. Are these more stringent than those that were is- 
sued earlier ? 

Mr. Rosen. These were supposed to have been a little bit more 
relaxed. 

Mr. Mircneiy. Well, were they, in your judgment ? 

Mr. Rosen. In my judgment rhe were not effectively more relaxed, 
no. I think I have given you a case in which an invention which has 
commercial as well as NASA uses, let us say, not only falls under 
these waiver regulations, but under the proposed statute that NASA 
has placed before you. 

Mr. Mrrcne ti. I know you are familiar with the act and of course 
the waiver regulations as well. Do you think that the waiver regula- 
tions as promulgated by NASA were as liberal as could be within the 
wording of the statutory language ? 

Mr. Rosen. I think they were with one exception. I cannot for the 
life of me imagine why the waiver had to be revocable in case the 
party in whose favor the waiver was made failed to develop to the 
point of practical application as defined in section 1245.101(c). I do 
not know where that came from. I think it was an example of a pub- 
lic servant seeking to do his job as best he could in the face of a statute 
which did not have sufficient clarity, trying to imagine what it was his 
duty to do to protect the public interest which itself was not defined. 

Mr. Mrrcuett. You are saying then that, with that one exception, 
NASA was doing what it sel within the statute to conform in effect 
to DOD policy ? 

Mr. Rosen. That is right. It was stuck at that point and could not 
goany further. 

Mr. Thank you. 

Mr. Yeager? Mr. Carstarphen ? 

Thank you very much, Mr. Rosen. 

Mr. Mrrcney. Our final witness for this afternoon is Mr. Richard 
Whiting. Mr. Whiting is vice president of the American Patent Law 
Association. 


Mr. Whiting. 
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STATEMENT OF RICHARD WHITING, VICE PRESIDENT, AMERICay 
PATENT LAW ASSOCIATION 


Mr, Wurrine. Mr. Chairman, gentlemen, I have no biographical 
sketch, as requested, other than to say generally that I have been 
practicing patent lawyer for 30 years. I might add to that two 
things that perhaps would be of interest, and that is that during the 
war I was in the Navy as a patent lawyer in the Office of the Under 
Secretary, and when the war was over I then became the genera] 
patent counsel for the Navy. 

Then later, at the time of redrafting section IX of the Armed 
Services Procurement Regulations for the Department of Defense, 
I was engaged as a consultant on that by Mr. Hensel, and prepared 
the first draft of those regulations. 

The American Patent Law Association—I am speaking for it to- 
day—is an association of over 2,000 members of the bar engaged in 
the practice of patent law. It is a national organization. Its mem. 
bers are scattered throughout the country. They represent big busi- 
ness; they represent little business; they represent the small indi- 
vidual inventor. One of the functions of the association and one 
of its activities is to study existing legislation and proposed legisla- 
tion and speaks its piece as to what it thinks is in the public interest 
before Congress and the courts and administrative agencies. 

Now, with regard to the matter at hand, the American Patent Law 
Association is of the view that the Government should not take 
ownership of patents on federally financed research, but should have 
simply a fener nonexclusive license for Government purposes, 

The association feels that that is so because it thinks it is in the 
interest of the patent system and in the public interest. 

Now, why shouldn’t the Government take title toa patent? Really, 
to examine that question requires a brief review of some of the fun- 
damentals of patent law if there were no statute that dealt with the 
subject. So if you will just bear with me for a minute, let me just 

ut it briefly this way: At common law, as of course you know, an 
inventor had the inherent right to make, use, and sell his invention. 
He didn’t go to the patent system or doesn’t get a patent for the right 
to make, use, or sell his invention. The purpose of the patent sys- 
tem is to clothe that common law right, to add to it, the right to ex- 
clude others. So that the inventor goes to the Patent Office to get 
a patent to stop others from making, using, or selling his invention. 

Yow, an inventor may never exclude the U.S. Government. Patent 
infringement is a tort, and the U.S. Government has sovereign in- 
munity from injunctions for patent infringement, as it has from any 
tort. liability. 

Well, now, by the 1910 act, the Government consented to be sued 
for the reasonable and entire compensation for the manufacture, use, 
or sale of an invention by or on behalf of the Government without 
the patent owner’s consent. So how do matters stand ? 

The inventor has the right to exclude others. That is what he got 
his patent for. But he may not exclude the U.S. Government, but 
the U.S. Government has said: 


We will pay, if your invention has been used in Government procurement, we 
will pay the reasonable and entire compensation. 
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Now, those considerations, it seems to us, serve to distinguish—and 
it is necessary, I think, to distinguish, between the invention, on the 
one hand, and the patent on the other hand. 

NASA, the Government, has a problem, and to solve that problem 
it hires a contractor to do some research, and when the research solves 
the problem by, let’s say, making an invention, the Government gets 
the invention, and that is what it paid for, and that is what it was 
after. If it gets, along with that, a royalty-free nonexclusive license 
to use the invention, it is our feeling that it doesn’t need anything 


re. 
m Should the Government ownership of patents be predicated on a 
matter of security’ I remember during the—well, some discussions 
that I attended before the select committee which was drafting the 
act, I remember they thought this was quite important, and I remem- 
ber that one of the members of the committee used the word “survivor- 
ship” and said the matter of survivorship was concerned here, and 
therefore we must take title to patents for that purpose. Well, the 
answer to that is that there is existing legislation on the books, it is. 
the Inventions Secrecy Act. That act provides that in the event that 
the Commissioner of Patents feels that the granting of a certain 
atent, that is, the publication—the application is secret in the Patent. 
ce—and when the application is granted, then it is public—if the 
Commissioner feels that the patent and hence the publication is against 
the national security, he then refers the application to the Defense 
Department, to the Atomic Energy Commission, or to any designated 
defense agency, and if any one of those agencies tells the Commis- 
sioner of Patents not to issue the patent, he won’t issue it. I think 
that perhaps has lessened the feeling among those who have been con- 
sidering the patent provisions of the Space Act, as to the security 
requirements for it, because I notice in Mr. Yeager’s—in the pro- 
posed revision that came in Mr. Yeager’s recent letter, the last section 
of the proposed statute constitutes NASA as a defense agency for 
the purposes of that Inventions Secrecy Act. So I think perhaps 
security is no longer a question, so far as concerns Government 
ownership of patents. 

Now, finally—and this may be the crux of the matter—it has been 
said that it would be discriminatory for the Government to issue, to 
allow one segment of industry, its contractors, to own patents on 
federally financed research to the detriment of other members of 
industry who haven’t been as fortunate as they and haven’t had 
Government contracts, and that that just should not be done, it is 
discriminatory, it has been said. 

Now, if that is the case, let’s examine that for exactly what it is. 
It isn’t a question of the Government needing the patent because it 
requires it for its own procurement. That isn’t the question. It 
isn't the question of the Government owning the patent, because it 
paid for it and ought to have it. It isn’t that. It isn’t the question 
of the Government owning it as a matter of security, it isn’t that. 

It is just the point of view that the Government should own the 
patent because the contractor should not own it. We are examining 
now the role of the Government as an administrator of patent prop- 
erty for the general good of the public; that is what we are examining. 

ow, our association feels that that is not a reason, that anti- 
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discriminatory reason is not a ground for Government ownership of 
patents for a number of reasons. First, the public interest in the 
commercial availability of an invention is not served by Government 
ownership of patents. The Government ownership of a patent jg 
tantamount to nullification of the patent monopoly. The Goverp. 
ment never enforces a patent, the Government never has brought suit 
against anybody for infringement of a Government patent, and it jg 


seriously doubted by er who has considered this whether the | 


Government ever would bring suit against a private manufacturer 
for infringement of a Government-owned patent seeking to collect 
damages for the infringement and seeking an injunction. It just can't 
be imagined, the Government entering into that kind of an activity, 
Once it was considered, but nothing came of it. 

Now, industry knows that, and it acts on it. Industry knows that 
the only thing you have to do with a Government patent is one thing 
and that is totally ignore it, because you will never be sued. They 


don’t act. on it by developing the invention, they act on it by ignoring | 


it, because the incentive of the monopoly, the inducement of the patent 
to risk capital, to take that invention, invest in it, develop it—which 
is a hazardous business at best—to do that without the patent monop- 
oly, they just aren’t going to do it. And they don’t do it. A patent 
which is available to everybody, which is, in effect, what happens 
when the Government owns a patent, is of interest to nobody, and 
the loser is the public consumer because it doesn’t get the invention 
that the patent stands for. 

Another comment on this feeling by Congress that discrimination 
might be involved in permitting industry to own patents on Govern- 
ment sponsored research, is that it approaches the matter as though 
industry were asking for Government ownership to prevent dis- 
crimination. But just the contrary is true. Industry isn’t asking 
that the Government own the patents so that there may be no dis- 
crimiation among members of the industry. 

This association that I am speaking in behalf of today represents 
industry, small industry, big industry, private inventors, and they 
certainly don’t want Government to take patents. They want—and 
it is true of small business especially—they want the competitive ad- 
vantage of the patent monopoly. Industry has thrived under the 
poe system and it wants it to continue that way and not to change 

y Government ownership of patents. 


Industry doesn’t fear, doesn’t share Congress fears that there would | 


be anything discriminatory about giving the patents, letting the 
patent monopoly rest with the contractor who made the invention 
pursuant to a contract on federally financed research. 

Third, and not the least consideration here, as far as concerns manu- 
facturers being allowed to have patents, is the incentive to take 
NASA contracts. The prospects of private ownership of patents is 
very definitely an incentive in taking contracts and in their effective 
performance after they are taken. 


We in the association contrast these principles, which we think are | 


reasonable, that the Government should not take title to patents, with 
the principles that were officially announced in a publication by NASA 
in 1959. The publication is entitled “You and NASA, Patents and 
Progress.” I will just read a very small part of it. It says under 
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the title “The Government as a Patent Owner * * * How the Need 

It has been only during the past three-quarters of a century that the U.S. 
Government has developed into one of the principal patent owners of the 
Nation. The reason is basic. It rests upon the fact that the Government’s 

mary responsibility—above all others—is to the American people; specifically, 
the American people as taxpayers. 

Thus, it follows that as the Government has continued to pour greater and 

ter amounts of public funds into research which produces patentable 
roducts of present or future use to the Government, it has fallen heir to a 
moral obligation to see to it that such actual usage is in the furtherance of 
the interests of the United States. This includes adequate preparation for con- 
tingencies. One relatively minor World War II example is highly illustrative. 
In 1938, the Government paid $20,000 in royalties on patents for rotary wing 
aircraft and parts. In 1943 it paid out $12 million. 

If I may just inject a comment there. That, of course, has nothing 
todo with Government ownership of patents. That great increase in 
royalties during the war was the reason for the passage of the Royalty 
Adjustment Act, which was a form of renegotiation, so that er: could 
be renegotiated down. That situation is not—of course it couldn’t be 
amatter of Government ownership versus Government license because 
the Government gets it free in any event, so that isn’t it. 

The payment of royalties under Government procurement comes 
about where one inventor, or manufacturer, owns a patent and licenses 
another manufacturer, a second manufacturer, to use the invention, 
and then that second manufacturer makes a contract with the Gov- 
ernment, and the second manufacturer is under a contractual obliga- 
tion to pay royalties to the first manufacturer, and they can be exorbi- 
tant; there isn’t any question about that. That was the purpose, as I 
say, of the Royalty Adjustment Act. But it hasn’t anything to do 
with the question we are considering now, because in any event the 
Government is to have a free license; so there could be no royalty. 

Continuing: 

In a monumental patent report to the President in 1947, the Attorney General 
set forth the three basic values of patent ownership by the Government, and 
from the Government’s point of view. 


And these are the three basic values: 


Immunity value—as a means of reducing or eliminating the costs to the United 
States of making or using inventions in connection with Government production 
or procurement. 

Pausing there, the immunity value of Government ownership is nil 
asa value any greater than a free license under the patent to use by or 
in behalf of the Government. It isn’t any cheaper to own the patent 
than to have a free license under it. Nothing is cheaper than free. 

Next is the pecuniary value, says the Attorney General, as a rea- 
son for ownership of patents. 

Pecuniary value—as an item of property which can be sold, licensed at a 
royalty, or used to acquire rights in other patents (as through cross-licensing ). 

Well, now, that pecuniary value is entirely illusory. Until the Gov- 
ernment goes into the business of suing infringers who don’t take 
licenses, it certainly is not going to have any takers of licenses for a 
royalty. 

And, finally, the exclusionary value. 


Exclusionary value—the power to exclude others from the use of the inven- 
tion or to permit the use upon stipulated conditions. 


D of | 
the 
lent 
tis 
Suit | 
It is | 
the 
rer 
lect 
an’t 
ity, | 
hat | 
ing, 
hey 
ing 
‘ent | 
Lich | 
op- 
ent 
ens 
and 
‘ion 
‘ion 
ugh 
dis- 
ing 
dis- 
nts 
hey 
and 
ad- 
the 
nge | 
uuld 
the 
‘lon 
ake 
is 
tive | 
are 
rith 
SA | 
and 


396 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


That exclusionary value is in direct proportion to the exercise by 
the Government of the right to exclude; and it doesn’t exercise that 


right and it is not going to exercise that right, we believe. So it just 


is, again, no value at all. 


| 
| 


e, for these reasons, feel that—there are a number of reasons that _ 


are plausible that could be advanced for Government ownership of 
patents; but, so far as our association knows, there is no good cop. 
trolling reason for it. 

Mr. Mircneit. Thank you, Mr. Whiting. 

Mr. King? 

Mr. Kina. I have no questions. 

Mr. Judge Chenoweth ? 

Mr. Cuenoweru. When did the theory of Government ownership 
of patents arise? Where did the impetus come from ? 


Mr. Wuirtnec. Well, in my experience it originated, so far ag] © 
know, in the Signal Corps during the war. I can remember a good _ 


deal of talk about it at that time. The theory of it then was the 
Government has paid money for research and, by law, under those 
circumstances if the Government pays money for it, buys it, it should 
own the patent and own the invention. That is what would hap 
in private industry, if one private manufacturer hires another one to 
work on a specific research problem, the invention and patent with it 
belongs to the one who hired it to be done. That is the consideration 
for the contract. So on that theory, if the Government hires it to 
be done, the Government should own the patent too. 

Well, that is plausible. The only difficulty with it is a lot of reasons, 
as I have discussed: the Government doesn’t need it, it is a detriment 
to incentive, it doesn’t need it for any reason whatever, and it in effect 
nullifies the patent property, it lays the dead hand on the invention. 

Mr. Cuenowetu. That case you cite, where the Government paid 
a large amount of royalties during the war, if the Government con- 
me pa been with the patentee, would the royalties have been paid 
then 

Mr. Wuittnc. No. If the contract had been with the patentee it 
would be royalty-free. As it is in industry, if I own a patent and you 
are a manufacturer and you let a contract with me to make somethi 
for you, I charge the price of the thing I sell to you, but I don’t take 
a royalty on it. 

Mr. CuEeNnowetu. But where there was a second manufacturer in- 
volved, who has to pay royalties to the patentee, then he, of course, 
has to collect royalties from the Government ? 

Mr. Wuitinc. Yes. 

Mr. Cuenowetu. Wasthat a frequent occurrence during the war? 

Mr. Wurttna. Very frequent, millions and millions of dollars during 
the war, and millions of dollars were recouped during the war as a 
result of the administration of the Royalty Act. 


Mr. Cuenowern. Except for the NASA Act and Atomic Energy 
Act, has the Congress ever authorized the Government ownership of 
patents, ever expressed itself that the Government should take title 
to patents? 

Mr. Wuirttnec. Not to my knowledge, no, sir. 

Mr. CHENOWETH. Just those two acts ? 

Mr. Wuirinec. Just those two acts. 
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by | Mr. CuenowetH. You feel very definitely, do you, that such pro- 
at | yjsion in both acts were a mistake, then ¢ 
it Mr. Wurrine. Oh, very 
Mr. Cuenoweru. That we should not have departed from the long- 
| nding policy ¢ 
Very definitely, very definitely. 
m- | There was some reason that was, again, a plausible one with the 
Atomic Energy Act, and that was the so-called inside-track reason. 
That is, they didn’t want to favor the contractors, as they thought, 
at the initial stages of the procurement under the Atomic Energy Act, 
didn’t want to favor the contractors by letting them build up a big 
patent position on Government funds. I am not in favor of that 
| peason either. 
Mr. Cuenowern. I thought you made a very good point when you 
3 I said industry doesn’t want Government ownership, because there has 
od === heen the impression, I think, in this committee here that perhaps unless 
the we went to Government ownership, one particular In ustry or seg- 
ose ment would be preferred over another and given rights which perhaps 
ld | were a little beyond what was contemplated and have an unfair 
en advantage over its competitors. You say that feeling doesn’t exist? 
to Mr. Wuitinc. Just the contrary. I can’t tell you how many times 
1 it members of industry have told me that they will decline to take con- 
ion | tracts under that policy. 1 have in my—I was handed this as I came 
to here, in the taxi, and I didn’t have a chance to read it. Itisa publica- 
tion, “Electromechanical Design.” If I may read this part, it says: 
ns, As a result, many manufacturers today simply and rigorously refuse to do 
ent business with our Government. They have not and do not intend ever to accept 
fect a Government research and development contract and most are reluctant to 
’ accept purchase orders from Government prime contractors which specify even 
*. minor changes in their standard product requiring engineering work and result- 
aid ing special drawings. The resulting loss to our national defense effort in in- 
on- ventiveness and creativity is utterly incalculable. 
aid Well, I don’t know the author and I don’t know the publication, and 
I don’t know on what facts he bases it. 
e It Mr. CHenoweru. You concur in that statement ? 
om Mr. Wuirtne. Oh, very much so. 
ing The members of this association, American Patent Law Association, 
ake their clients are all industry. 
Mr. CHenowetn. You had personal experience with contrac- 
i tors who have refused to take NASA contracts on account of sec- 
TS; tion 305 2 
Mr. Wuittna. No, sir; I haven’t. I have never had personal ex- 
' perience that way. I have had—you said clients. 
’ Mr. Cuenowern. Has your attention been called to any? 
Ing Mr. Wutine. Oh, yes, by telephone 2 or 3 days before I came here, 
$i somebody whose name I am not free to disclose, said that “We would 
never take a contract with NASA with those patent provisions.” A 
ey well-known company, too. 
‘tle Mr. Curnowern. You feel, then, pretty definitely, that the reten- 


tion of section 305 is retarding the normal research and development 
of the space program ? 

Mr. Wuitinc. Yes, sir. 

Mr. Cuenowetn. And will continue to do so? 
488275926 
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Mr. Wuirtnc. Yes. I feel that way because these principles of the 
patent law which we think are sound are just against it. They are just 
the other way. 

Mr. Cuenowetu. Mr. Whiting, you have been a very interesti 
witness, and certainly I, as one member of this committee, have enjoyed 
hearing you. You have really given us a course in patent law which 
has been most helpful in understanding the very difficult problem 
which we have. 

Thank you. 

Mr. Wurttne. Thank you. 

Mr. Cuenowetu. That is all. 

Mr. Quieter. Mr. Whiting, could I ask you a question along the 
line of this telephone conversation you had shortly before you came 
here? This has been the will-o’-the-wisp all through these hearings, 
We have been assured, we have had expressions of opinion, and every- 
body was certain there were any welder of companies that wouldn't 
do business with the Government. because of the Atomic Energy and 
the NASA patent provisions. 

I wasn’t here during every minute of the testimony, but as of right 
now I don’t think there is case one on the record. Everybody is off the 
record; nobody wants their name mentioned. I would think that the 
job of selling that this committee is going to have to do to the full com- 
mittee and to the Congress, would be an awful lot easier if we 
down to cases. If there are companies that have a policy of not doing 
business with NASA, of not doing business with the Atomic Energy 
Commission, I think they ought to stand up and be counted and say; 
“We are not being unpatriotic. We don’t think we are being w- 
patriotic. We just won't do it.” 

Mr. Wuittne. May I have your permission to get a list of those 
companies, because I know them ? 

Mr. Quietry. If you can get such a list, and if you would submit 
it, I think it would be a very important part of this record. 

Mr. Wuirtna. I would be very happy to. 

Mr. Quictry. Because we have waltzed around this question a 
great deal, we came pretty close to it yesterday with one witness, but 
then I am not so sure on second, sober thought, he was ready to go as 
far as he went initially. But if there are companies who, as a matter 
of policy, won’t do business with NASA as long as the act is as it is, 
this is the fact—this is the key fact. We go into the well of the House 
and make a speech about companies won't do business, and some one 


of our colleagues gets up and says “Will you yield for a question!” | 
and you yield, and he will say, “Name one.” And we have got a ree- 
ord of this thing this thick and we can’t name one company. We 
have got 40 fellows who came and said this is the case, but we cant 
name one company large or small, and while I am inclined to accept 
your word, and my colleagues will be inclined to accept my word, I 
still think it would be an awful lot easier for us—and I think the 
chances of this bill, any bill passing, would be a lot greater if we had 
our case documented with names of companies, who as a matter of | 
policy have declined to do business preferably with NASA, but if | 
not with NASA, because it is a new organization, who have this policy 

for a number of years, as far as the Atomic Energy Commission 3s | 
concerned. | 
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Mr. Wurtine. I would be very glad to try to supply such a list 
and I think my efforts will be successful. I don’t know, but I will 
try. And I am sure they exist. I am not quite sure of the reasons 
for their wanting to be unknown, but I will try it. And you are cer- 
tainly entitled to it ; no question about it. 

Mr. Quictey. I think if this is the case, I think we have to get down 
to it. 

Mr. Yes. 

(The information will be found at the end of Mr. Whiting’s testi- 

ony.) 
gq Quietey. And I don’t think we have so far. We have talked 
about it generally, but we haven’t called out names, and this, I think, 
we ought to do, if it can be done. If it can't be done, I think it weakens 
any argument that this committee might see fit to make in favor of 
changing the present position. 

Mr. Yes, sir. 

Mr. Quictry. They are only a year old and the argument is going 
to be: Even NASA hasn’t had enough experience with it to know 
whether it is really good, bad or indifferent, so why rush in and make 
some changes when we don’t know for sure what we are doing or why 
weare doing it ? 

Mr. Kine. May I ask one question ? 

Mr. Mr. King. 

Mr. Kine. Mr. Whiting, you mentioned that one of the arguments 
originally raised in favor of the law as now written was the so-called 
inside-track argument. 

Mr. Wuitrne. It is Atomic Energy, not this law. I didn’t mean to 
say this law. 

Mr. Kine. Well, all right, let’s take the Atomic Energy. My ques- 
tion still stands. I would like you to discuss this inside-track argu- 
ment. I can see the argument to be that the Atomic Energy Com- 
mission policy has a tendency to give those who, fortuitously, happen 
to find themselves in a most favorable position at the time the laws 
were passed, then they would tend to perpetuate their advantageous 
position unless the laws were so constituted as to give the Govern- 
ment the benefit of the patent. That, I assume, is the argument, and 
I assume you have an answer to the argument. I would like to hear 
the argument. 

Mr. Wririnc. Yes; that was the argument of the Atomic Energy 
Commission. It wasn’t the argument of industry. As far as AEC is 
concerned, that argument of the inside track came about at the very 
beginning of the—the passage of the first Atomic Energy Act. That 
was 1944 or 1945, I think it was, back then. And the philosophy be- 
hind it, as I understand it, was this: that atomic energy is something 
that is a mysterious field, it has been untouched, nobody knows, we 
are groping in the dark, we don’t know what we are doing. 

We don’t know what we are doing, and under those circumstances 
Congress decided that. there should be no patent rights granted to in- 
dustry on the subject. because the feeling was, I think, that the con- 
tractors were perhaps going to be a select. few and that that would 
result. in building up a substantial patent monopoly in that select 
few, that group. 

Well, two things about it: First, it is my feeling that it is the 
generally held view that if that was reason enough, then, for doing 
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it, that is no longer reason enough now to continue taking title to | 


patents by the Atomic Energy Commission. 


Second, as far as concerns—and this is, I think, the most important | 


point of all—that is the discrimination argument, as far as building 
up a patent position is concerned, the fears were the fears of Congress 
and not industry. The industry members are, of course, large and 
small, but the purpose of the patent system is to give the incentive to 


the small man, to the individual inventor, to the small businessman | 


who has no chance whatever of competing with large organizations 
otherwise than by a patent in many instances. And what the small 
businessman would like and the individual inventor would like igs q 
fair chance to get and own a patent, himself, on his own invention, 


| 


That is what he wants to do. So that is the way industry feels about | 


it. And that is the reason against it. And the reason against owner- 
ship of patents is because industry does not share the fears of Con- 
gress as to discrimination. 

Mr. Kine. So you feel that instead of this giving an undue com- 
petitive advantage to the large company, the favored few who happen 
to find themselves occupying the inside track, that instead of its tending 


to perpetuate them in this inside track favored position, that on the — 


contrary, it tends to equalize it, to some extent, at least, and to give the 
smaller company a slight toehold, perhaps, so that they, too, may 
eventually get into the inside track? 

Mr. Wurtinec. That is the purpose of the patent system, to give the 
small fellow a chance against the big man. That isn’t the whole pur- 
pose, but that is the glamorous purpose. 

Mr. Kine. And does your actual experience, your contacts with 
business, your experience with them, your professional association, 
does that bear out the argument that you have just given? In other 
words, do you find that generally the small businesses, 500 employees 
and less, ova mmnenvied the ones in the 25-to-50-employee category, do 
you find that they actually subscribe to the line of reasoning you have 
developed here this afternoon ? 

Mr. Wuirtna. Very definitely, no question about it. 

Mr. Kine. Have you noticed any articulate exception to that? Is 
there any particular group that has taken an opposite point of view, to 
your knowledge. 

Mr. Wurrtne. The question is, has anybody in my hearing or has 
anybody come to me and said “We think it would be a good idea if 
the Government took patents and owned them on our research”? | 
have never heard anybody make that suggestion, except somebody who 
was associated with NASA or with the Atomic Energy Commission. 
Certainly nobody in industry would say that. 

Mr. Kine. Thank you. I appreciate your answer. 

Mr. Mircneti. Mr. Whiting, we have had testimony to the effect 
that the primary purpose for the Government in financing research 


and development work with industry is to secure not the right to — 
control any inventions that may result or to manufacture such in- | 


ventions for, say, a profit, but it is to secure a product? 
Mr. Wuittne. Yes, the Government’s purpose is to do that. 
Mr. Mrrcneti. Do you subscribe to that? 
Mr. Wuittne. Yes. The solution to the problem is what the (ov- 
ernment is after in research. 
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Mr. Mrrcnett. Can you foresee, insofar as the Space Agency is 
concerned, instances where the Agency should preserve patent rights 
forthe Government ? 

Mr. You mean by ownership ? 

Mr. By ownership. 

Mr. Wurtine. Oh, no, I can’t think of an instance where that would 
be advisable, because that would be the end of the patent, the end of 
the invention. The Government doesn’t need it, industry wants it. 
If the Government takes it, the patent is nullified and in ways that 
isbad. 

Mr. Mrrcneti. Apparently, then, you, at the time of the passage 
of the Atomic Energy Act, you disagreed with that philosophy then ? 

Mr. Wuirttne. Yes, sir. 

Mr. Mircuetu. You felt that the circumstances did not justify what 
0 ss did at that time ? 

Mr. Wuittna. Yes, I thought it was ill advised. I think it was ill 
advised for the same reasons that the Attorney General’s report is, 
in my judgment, with all due deference, I think it is wrong. I think 
the reasons for ownership of patents which the Attorney General 
has given in his report as to the three final basic principles, each one 
is wrong. 

Mr. ccscnts. And insofar as national security is concerned, you 
think that the Secrecy Act provisions take care of that ? 

Mr. Wuirttne. Yes, sir. All I can say is that that is the purpose of 
the act, and if it doesn’t do its job adequately, it should be amended, 
the Secrecy Act itself should be. I don’t mean to say by saying 
that that I mean there is anything wrong with it, I don’t know that 
there is anything wrong with it. So far as I know, it is entirely 
adequate for its purpose, and I am sure it deals with inventions 
which are as significant as those contemplated by the NASA pro- 

, that is Defense Department inventions and it is operating 
well for that purpose, as far as I have ever heard. 

Mr. Mr. Yeager? 

Mr. Yeacer. Pursuing Mr. Mitchell’s line of inquiry for just a 
second: I was told the other day by a patent expert that the drug 
aureomycin is in the ownership of one drug company. Which brings 
tomind a hypothetical situation like this: Suppose the Space Agency 
gave a contract to a drug company to develop a drug designed to 
overcome troubles astronauts might have from weightlessness or 
something of that nature. In the process of working on this drug the 
company came up with some sort of a compound which had ve 
strong values in retarding or stopping cancer. Would that be a 
case in which Government title might be a good thing, not from the 
standpoint of putting the Government in the drug manufacturing 
business or for ordering it for itself, but simply in order to prevent 
one company from having a monopoly on something with such tre- 
mendous value for humanity as a whole? There would certainly be 
incentive to the manufacturer for that type of thing. Is that a possi- 
bility, a reason, a hypothetical example which would bear weight or 
not 


Mr. Wurttna. No, sir, it is not, in my opinion, for several reasons. 


| In the first place, I am very glad a thing like that didn’t happen, 


because if it did happen none of the drug companies might have 
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manufactured aureomycin. Drug companies want the incentive of 
the patent monopoly, and I know that from experience because | 
represent one. 

I would say that the pharmaceutical industry is one of the most 
active in pursuing its own private patent monopolies. And unless 
it can have a monopoly its interest is, well, it is a good deal less, | 
can’t say that it wouldn’t manufacture it, but a pharmaceutical com. 
pany is in business for profits, it has its stockholders and it wants to 
make money. Does it want to manufacture for the good of humanity 
and sell a product on which it takes a loss? If I were a stockholder of 
the company, I would question that. I would say: I am buyin 
stock in your company to make some money, just to be perfectly 
brutal about it. 

Now, if the Government—if there is a very valuable invention 


that has been made in the cure for cancer, of course, the Government _ 


would step in as a Government matter, I presume, and make it worth- 
while to get the thing on the market. But as far as an incentive for 
industry to do it on its own initiative is concerned, industry should 
own the patent. 

Mr. Yeracer. I wasn’t thinking particularly about incentive for 
industry. I was trying to see if that might. be a possible situation 
where the Government taking title would be a good thing from the 
public standpoint. 

Mr. Wurrine. No, no, I don’t think so. 

Mr. Yeacer. Your feeling would be, then, that the drug companies 
probably wouldn’t manufacture it? 

oe Wuittne. You mean in the event that the Government did take 
title? 

Mr. Yeracer. Yes. Even of something that revolutionary / 

Mr. Wuirrne. Well, is it revolutionary ?—this is just money we are 
talking about; as far as the stockholders of a pharmaceutical concern 
are concerned, this is just a cold, hard business proposition, that is 
all it is. We can glamorize it by talking about the cure of cancer, 
aureomycin and all that, but as far as the pepole that are in the com- 
mercial world, they are there to make money and they make money 
with patents. And I am not prepared to say that any drug company 
would go into a cure like that, no matter how important it is, unless 
it could see a profit in doing it. And its prospects of a profit would 
have to be measured by the contemplation that as soon as—in the first 
place, what we need is development work. The making of the inven- 
tion isn’t everything at all. In fact, it is a very minor thing. A 
patent is sometimes evaluated, if I may say this—how does the in- 
ventor and the manufacturer with the risk capital, how do they get 
together and determine the share that each one is to have? That isa 
very difficult problem. Many times, I think as a rule of thumb, and 
it is a rule of thumb that I have used many times, the inventor is 


entitled to one-fourth of the profits and the risk capital is entitled 
to three-fourths. That is because the real hazard is not with the 
inventor, his work is done and behind him, the real hazard in the 
thing, the risk is with capital. 

Now, in this drug situation that you visualize, the making of the 
invention is fine, but the real work has yet to be done. The work that 
has to be done consists of all the details of manufacturing, purifying, 
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marketing, advertising, distribution, all of that has to be done, and 
it has to be done at a profit or, as a commercial matter, it shouldn’t be 
gone into in the first place. 

Mr. Yeacer. So even under that situation you would say there is no 
cause for the Government to take title? 

Mr. Wuitrne. I would say that, yes, my personal view. 

Mr. Yeacer. That is all. 

Mr. Quietey. One question along that same line. For my own 
information, is the Salk vaccine covered by a patent ? 

Mr. Wuttna. I don’t personally know. There are some other live 
virus, as contrasted with dead virus, vaccines that are covered by 

atents. Iam notsure. Can I just turn around and see if any of my 
cohorts know ¢ 

Mr. Mircnetyt. Please do. I was thinking of the identical thing. 

Mr. Wuittnea. I am sorry, I am uninformed about that. 

Mr. Yeacer. My recollection is that it was not.! 

Mr. Quieter. I have the same recollection, but I am not certain. 
It seems to me that there is a case where if there is no patent, this 
didn’t cause anybody to sit back and do nothing about it. This was 
acase Where What was known to everybody was of value to an awful 
lot of people in business as well as out. And we have been told so 
often in these hearings, you know, something that was known to every- 
body is of value to no one. I think the Salk vaccine is a dramatic 
example of where, in the absence of a patent, a lot of pharmaceutical 
houses were tripping over themselves to get into the act. 

Mr. Wuirtne. Well, as they did it, sir, it is my feeling that they 
must have had a profit motive of some sort. 

Mr. Quieter. We are not arguing against the profit motive, but 
I don’t really believe that the patent system and the profit. motive go 


1History of development and exploitation of Salk polio vaccine: 

According to Miss Catherine Parent, special assistant to the Chief of Division of Research 
Grants, National Institute of Health, the polio vaccine which is presently known as the 
Salk vaccine was developed as a consequence of original basic work conducted by Drs. Weller 
and Enders of Harvard University Medical School on the use of live virus in monkey 
kidneys, for which they were awarded the Nobel Prize. 

The National Foundation for Infantile Paralysis, now known as the National Foundation, 
sought out Dr. Salk, who was an outstanding pharmacologist at the University of Pitts- 
burgh, to conduct further development work with respect to the use of live virus in 

liomyelitis, Dr. Salk’s phase of the work was conducted at the University of Pittsburgh 
aboratories. Large-scale clinical tests on human beings were conducted under the direction 
of Dr. Francis at the University of Michigan Medical School. 

When the production of the vaccine was required beyond laboratory scale for use in the 
extensive clinical tests at the University of Michigan, the aid of some well-established 
jee per nag manufacturers was obtained to supply pilot plant quantities for such 
clinical tests. 

When the clinical tests reached a point where it was determined advisable to make the 
vaccine available to the public, it was necessary to submit the vaccine to the Department 
of Health, Education, and Welfare for clearance under the existing food and drug laws. 

As a consequence of the submission of the material, standards of biological purity, etc., 
were prescribed by the National Institutes of Health under its responsibilities for such 
matters in the Department of Health, Education, and Welfare. Thereupon, six pharmaceuti- 
cal companies sought approval of their respective vaccines made in accordance with such 
feaeribed standards, and approval was given. These companies are: Eli Lilly & Co., 
ndianapolis, Ind.; Pitman Moore Division of Allied Laboratories, Inc., Indianapolis, Ind. 
(originally a veterinary medicine producer) ; Wveth & Co., Division of American Home 
Products, Marietta, Pa.: Sharpe & Dohme, Division of Merch & Co., Philadelphia, Pa. ; 
Parke Davis & Co., Detroit, Mich. ; and Cutter Laboratories, California. 

Under the National Institutes of Health regulations for distribution of the vaccine each 
of the companies is required to submit for testing a specimen from each batch of the vaccine. 
In this way, constant control is exercised by National Institutes of Health over the biologi- 
eal safety of the product. An unfortunate experience encountered by Cutter Laboratories 
resulted in its discontinuing production of the vaccine on a commercial basis. 

ll of the work of Dr. Salk done under grants from the National Foundation has been 
dedicated to the public and therefore any and all pharmaceutical manufacturers are free 
to manufacture and sell the Salk vaccine subject only to their compliance with the standard 
of manufacturers prescribed by National Institute of Health and submission to that agency 
of specimens of each batch of their material for their approval. 
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hand-in-hand down the line. I think you could make a profit without 
a patent and you can have a patent and never show a profit. 

Mr. Wurrrnea. Very definitely, yes. 

Mr. Quietry. I am not saying that people should manufacture Salk 
vaccine or a cure for cancer, or anything else at a loss, but there jg 
a question in my mind in the type of hypothetical case that Mr. Yeager 
put to you, whether one manufacturer who stumbled upon it durin 
the course of a Government research project should be entitled to 
have the patent on the cancer cure. I don’t know, I mean it is a ques- 
tion. I would have voted for the Atomic Energy Act had I been 
Member of Congress. At the time I would have voted for the patent 
provision that is in the act. 

If the question came up today I don’t know how I would vote on 
it. This was a tremendous secret that was opened up because of the 
Government activity, primarily, almost exclusively. It has got a 
great potential as far as the future of this country and the world is, 
concerned, and if we ever amend the Atomic Energy Act to put it 
under the old-fashioned patent approach, this means it is the decision 
of some Government bureaucrat This can decide whether it is going to 
be Westinghouse or General Electric, or somebody else who is going 
to get into the act and pick up the inside track. 

Now, up to the moment nobody had it. But thereafter somebody is 
going to have it and really have something. And I think this is— 
I don’t see how we are going to get out of the box we are in in the 
Atomic Energy Act. 

Mr. Wuitine. Industry doesn’t share that view. 

Mr. Quietey. Well, it is going to be the Congress that will have 
to make the decision and I am giving you the views of just one Con- 
gressman, and other Congressmen and other Congresses apparently 
have felt the same way. 

Mr. Wuirrne. But, sir, are you not saying that, as a Congressman, 
I shall not let that happen because if I favor this segment of indus- 
try or the law that I sponsor favors that segment of industry against 
this segment of industry, A and B, that that is an injustice to B, 
to give A the patent; that is the point? It sounds good, but B doesn’t 
seem to mind because when B has a chance, it wants to use it, it wants 
to get back at A by having an even shake to get a patent itself. 

Now, if industry comes in here—you asked me a moment ago about 
refusal of contractors to take contracts with NASA because of the 
patent provision, and that I am going to try to supply, but with re- 
spect to representatives of industry—are they in here saying “At all 
costs let the Government keep the patent because we want to havea 
chance”? I donot hear anybody saying that. 

Mr. Quieter. At least not anybody from industry ? 

Mr. Wuirtne. But it is industry that this proposal would try to 
safeguard. And if it is not a discrimination matter, then I do not 

Mr. Quictry. No; I do not believe it is industry that we are trying 
to safeguard. I do not think that is the problem. The problem is 
whether the public interest would be served by letting one pharma- 
ceutical house get a corner of the cancer-curing market, or Westing- 
house getting a corner on the atomic energy field. Is the public inter- 
est served by permitting such an important Government-developed 
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monopoly and then turn it over to one group, one segment, one com- 

ae the public interest best served by that ? Or is it best served 
y keeping something as impcrtant as a cure for cancer or nuclear 
energy in the public domain where it is available to all on the same 

Mr. Wuittne. I think there are lots of answers to that. In the 
first place we are doing pretty well today under our patent system 
with pharmaceuticals on the market and they are patented vigorously 
and there are many, many contested interferences between drug com- 

nies. Just today I was working on one. 

That is the first thing. 

In the second place, if the Government owns the patent, then how 
is it going to get the cancer cure on the market? What is the Gov- 
ernment going todo? It hasto do something. 

Mr. Mircuett. Will the gentleman mre at this point? 

Mr. Quieter. Yes. 

Mr. Mircuety. I think you are getting right to the heart of the 
question, considering all of the terms of Mr. Yeager’s hypothetical 
question. The Government sponsors a certain project and contracts 
with private industry, the taxpayers pay for this promotion, and in- 
cidentally in the research this drug is developed and we see it is one 
that would cure or retard cancer. You have stated in your testimony 
that you can conceive of no instance where the Government should 
take title ? 

Mr. Wuittna. Yes, sir. 

Mr. Mrrcueuxi. Now there is no question and I am sure you would 
agree with me that a cancer cure would certainly be in the public 
interest. 

Mr. WuitTtne. Yes, sir. 

Mr. Mircnety. There would be an astronomical demand for the 
product. 

Mr. Wuittne. Yes. 

Mr. Mrrcnety. And as Mr. Quigley has been pointing out, there 
would be, if the industry received the patent, a aiaaeline and ina 
sense a right to just name the price, and the public would in effect 
pay anything to have a cure for cancer. 

Mr. HITING. Yes, sir. 

Mr. Mrrcnetxi. Now, is that in the public interest ? 

Mr. Wuittne. Yes, sir; in my judgment it is, because in the first 
place it does not work out quite that way, I would suggest. 

I think that if a company is given a patent sa sci on an inven- 
tion in a cancer cure that is developed as a result of federally financed 
research, that company is going to be interested in doing it commer- 
cially in promoting and putting the drug on the market because of 
the patent, because of protecting itself in the investment of this 75 
percent worth that I spoke about a moment ago. 

Mr. Mrrcuett. We have been given the illustration of the Salk 
vaccine, where there was no patent. Now, do you not believe, staying 
with the hypothetical question, that if the Government should take 
title to that invention and it was known to everyone and everyone 
had an equal opportunity to manufacture it—they had access to it, 
maybe not an equal opportunity to manufacture it, that they would 
do, as in the case of Salk vaccine, that there would be many pharma- 
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ceutical houses that would find that the demand would be sufficient 
that there would be a profit in their undertaking the manufacture of 
that particular drug? 

Mr. Wurrine. Well, I of course cannot answer; in the first place 
I do not know whether the Salk vaccine was or was not patented, 
If it was not patented, I do not know the economic scheme or system 
by which it was given such widespread distribution. I do not know 
how that came about. 

Mr. Mrircenerz. Disregarding the Salk vaccine question, but just 
considering this new miracle drug that would cure cancer, do you 
think that in your experience there would be any problem of, as you 
were saying I believe when I interrupted you, the problem of the 
Government marketing this product? Do you think there would be 
any serious problem of private pharmaceutical houses taking advan- 
tage of this and obtaining licenses or just going ahead with the manu- 
facture of this drug that was developed under a Government-spon- 
sored contract ? 

Mr. Wuaitrine. Well, I just do not know. The pharmaceutical house 
has to see its way clear to make a profit. 

Now, it faces the decision of going into the manufacture and dis- 
tribution of a drug right on an even footing with its competitor. After 
it goes ahead and invests the very substantial funds that are needed 
to get the thing on the market, the competitor is going to be right on 
the shelf at the same price. Now is the investment worth it to the 
drug house? I can’t see that it would be. If I were a stockholder 
now, of the drug company, I would say, “Why are you one of 
thousands of drug houses that are making this drug? I want you to 
make some profits for me so I get some dividends.” That is what I 
would say tomy pharmaceutical company. 

Mr. Mircueti. Mr. Whiting, I could not flatly state what would 
take place and certainly I do not have your experience in this field, 
but I have an opinion as to what would take place and my opinion 
would be that it would be marketable if the Government had title to it. 
But the relevancy of such a question as I see it, to this hearing, is that 
we have heard time and time again by people who are specialists in 
the patent field that they could conceive of no occasion when the 
Government should have title. That is something that has been con- 
cerning me considerably, because IT have not been convinced in my 
own mind yet that positively that there could not be instances where 
it would be in the public interest for the Government to have title. 

Mr. Wuitinc. Well I just say in that situation which of course very 
greatly dramatizes it, and that is good, that is the kind of an example 
to take, of course, I would say there are two answers to it: In the 
first place, so far as concerns the people of the United States getting 
the cancer cure under the circumstances, let us say, that the patent 
is owned by somebody who is not going to use it, the Government could 
always manufacture the patented cure if it were a matter of avail- 
ability to the public—and stand its liability under the 1910 act, 
through its contractors, if that were in the public interest to do that in 
such a highly dramatized situation as that. 

On the other hand, I would say 


Mr. Mrronei. Under these circumstances, though, in all proba- 
bility there would be no need for the Government to manufacture be- 
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cause certainly the patent holder, if he received a patent, would be 
certainly anxious to put the drug on the market. 

Mr. Yes, sir. 

Mr. Mircnev.. Or if the Government obtained title, in my judg- 
ment—and I say it is just an opinion—I think that if it was accessible 
toall, there would be many who would manufacture it. 

Mr. Wuittnc. Well, it is the economic system that works out there, 
isn’t it? The patent owner, let us look at the incentives because they 
probably control. This is the private manufacturer who now gets this 

atent on the cancer cure. He has the incentive, of course, to manu- 
facture and sell it. He is certainly going to get a profit. If he can 
satisfy the market then perhaps no harm is done. If he cannot satisfy 
the market, what are his incentives, his inducements, his economic 
interests? It is to license everybody else to make it. And they will 
compete with him and every bottle of the drug that is sold will give 
him a royalty in addition to the profits on his own manufacture. So 
that the economic system takes care, automatically, of those things. I 
donot think there is any problem at all. 

Mr. Mrrcnet. I wish I were as confident about that as you are, Mr. 
Whiting. 

Any further questions ? 

Mr. Yracer. One thing, Mr. Chairman. Mr. Whiting has not 
asked, but I presume he would like to have his statement incorporated 
inthe record. 

Mr. Wuirine. Oh, yes, please. 


Mr. Mircuett. If there is no objection it is so ordered. 
(The full statement of Richard Whiting is as follows :) 


The American Patent Law Association is a national organization composed of 
over 2,000 members of the bar engaged in the practice of patent law. It includes, 
among its members, lawyers practicing before the courts and in the Patent 
Office, representing both large and small business interests, and individual in- 
ventors as well. Some of its members have in the past been in the employ of 
the Government acting as patent counsel for various agencies, and a few are 
presently so employed. A major function of the association, and one in which 
it has actively engaged over the years, is the study of existing laws and of 
proposed legislation, and expressing before Congress, the courts, and administra- 
tive bodies the views which it feels are in the public interest. 

(1) This association is of the view that the ownership of patents on inven- 
tions made in the performance of work under contracts of the Administration 
should not be required by the United States, but that the Government should in all 
proper instances have a royalty-free nonexclusive license for its purposes, leaving 
the remainder of the patent rights with the contractor. The association sub- 
scribes to that policy because it believes it is sound in principle as the course 
best suited to the needs of Government and industry alike and in furtherance of 
the healthy, sound operation of the patent system in the publie interest. 

(2) At its meeting in January 1958, the association adopted a resolution that 
sections 305 and 806 of the Space Act be repealed and be replaced by the follow- 
ing provisions : 

“Sec, 305. (a) Whenever any invention, improvement or discovery is con- 
ceived or first reduced to practice either— 

“(i) in the performance of any experimental, developmental, or research 
work called for or required by any contract With the Administrator or any 
subcontract thereunder, or 

“(ii) in the performance of any experimental, developmental, or research 
work done upon an understanding in writing that such contract or subcon- 
tract would be awarded, 

the United States Government shall have an irrevocable, nonexclusive, nontrans- 
ferable, royalty-free license to practice or cause to be practiced by or for the 
United States Government such invention, improvement or discovery : Provided, 
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however, That where the inventor or his assignee elects not to file a patent 
cation on any such invention, improvement, or discovery the Government ghaj) 


have the right to file a patent application thereon and the inventor or pig | 


assignee shall convey to the Government the entire right, title, and interest jp 
such invention, improvement, or discovery, subject to the retention of a nop. 
exclusive royalty-free license by the inventor or his assignee. 

“(b) The Administrator shall promulgate regulations as are necessary ang 
appropriate to confirm to the United States Government the rights provided by 
this section.” 

At its annual meeting in October 1959, the association, through its board of 
managers, reaffirmed that resolution. 

The need for legislation of any sort governing the rights of NASA and industry 
in patents on inventions made with NASA funds cannot effectively be evaluated 
without taking cognizance of certain fundamentals as to the law which would 
govern if there were no patent provisions in the Space Act. 

At common law and without a patent system, an inventor, of course, had an 
inherent right to make, use, and sell his inventions. To promote the progress 
of science and the useful arts, the Constitution empowered Congress to secure, 
“for limited times to authors and inventors, the exclusive right to their respec. 
tive writings and discoveries,” pursuant to which the patent statues were passed 
giving the inventor, who already had the right to utilize his invention, the added 
right to stop others from doing so. The patent grant is “of the right to exelude 
others from making, using or selling the invention” (35 U.S.C., sec. 154). Con- 
sequently, an inventor in no way enhances his inherent right to make, use, and 
sell his invention by obtaining a patent, but simply clothes that common-lay 
right with the statutory right to enjoin others from doing so. 

But at common law an inventor may never, by a patent, stop the U.S. Govern- 
ment from using his invention. Patent infringement is a tort and the US, 
Government enjoys sovereign immunity from injunctions against patent infringe 
ment, as it does from other tort liability. 

By the act of 1910, as amended in 1918 and again later, the U.S. Government 
consented to suits against it in the Court of Claims for the recovery by the patent 
owner of his reasonable and entire compensation for the use and manufacture 
of his invention by the United States without his license. 

Consequently, the United States now has and always has had the sovereign 
right to use any patented inventions it chooses, although by the 1910 act it may 
be required to compensate the owner. 

These considerations serve to illustrate the distinction between the invention 
itself and the patent which covers it. The invention is what the Government is 
after. When it sets a contractor at a task of research, there is a problem to be 
solved and the Government hires the contractor to do the research work needed 
to solve the problem. When the solution is made, the invention which brought it 
about is what the Government wanted and what it paid for. It has the soy- 
ereign right to use it without permission of the inventor whether there is a 
contract which says so or not. The 1910 act says that if the Government has 
no license from the patent owner, the Government may be required to pay for 
the use of the invention. Consequently, it needs such a license to avoid liability 
for the payment. Customarily, the Government assures itself of the license as 
a part of its contract with the patent owner and before the work begins. 

That is the long-established policy of the Department of Defense as imple- 
mented by its procurement regulations, A.S.P.R. section IX. 

We, accordingly, think it is clear, and perhaps not a matter of controversy, 
that the Government in nowise needs ownership of patents on the research which 
it sponsors for the furtherance of procurement or any other phases of the tech- 
nical development with respect to which the research was made. 


(4) It has been said, in behalf of Government ownership of patents, that it | 


is a necessary step in the interests of security to enable the Government to con- 
trol the publication of inventions relating to defense, as occurs on the issuance 
of patents. Certain members of the staff of the select committee working on the 
original Space Act expressed the view that “survivorship” was involved in the 
inventions contemplated by the act and for that reason the Government should 
own the patents. 

The matter of security involved in the patenting of Government-sponsored 
inventions is certainly a serious one. It is, however, a Government-wide prob- 
lem applying as well to inventions sponsored by other agencies, notably the 
Department of Defense and there is an existing statute, entirely apart from the 
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Space Act, which has as its sole purpose the safeguarding of the national se- 
curity by Government control over the issuance of patents. The law applies 
to all defense agencies of the Government, including the space agency if desig- 
nated as such an agency. 

The statute is 35 U.S.C. 181-188 and provides in part (sec. 181) : 

“Seo. 181. Secrecy of certain inventions and withholding of patent. 

“Whenever publication or disclosure by the grant of a patent on an invention 
in which the Government has a property interest might, in the opinion of the 
head of the interested Government agency, be detrimental to the national se- 
curity, the Commissioner upon being so notified shall order that the invention 
be kept secret and shall withhold the grant of a patent therefor under the con- 
ditions set forth hereinafter. 

“whenever the publication or disclosure of an invention by the granting of a 
patent, in which the Government does not have a property interest, might, in the 
opinion of the Commissioner, be detrimental to the national security, he shall 
make the application for patent in which such invention is disclosed available 
for inspection to the Atomic Energy Commission, the Secretary of Defense, and 
the chief officer of any other department or agency of the Government desig- 
nated by the President as a defense agency of the United States. 

“Bach individual to whom the application is disclosed shall sign a dated ac- 
knowledgement thereof, which acknowledgement shall be entered in the file of 
the application. If, in the opinion of the Atomic Energy Commission, the Sec- 
retary of a Defense department, or the chief officer of another department or 
agency so designated, the publication or disclosure of the invention by the grant- 
ing of a patent therefor would be detrimental to the national security, the Atomic 
Energy Commission, the Secretary of a Defense department, or such other chief 
officer shall notify the Commission and the Commissioner shall order that the 
invention be kept secret and shall withhold the grant of a patent for such period 
as the national interest requires, and notify the applicant thereof. Upon proper 
showing by the head of the department or agency who caused the secrecy order 
to be issued that the examination of the application might jeopardize the na- 
tional interest, the Commissioner shall thereupon maintain the application in 
a sealed condition and notify the applicant thereof.” 

It is submitted that in view of these statutory safeguards directed specifically 
to the question of security, the taking of title to patents by the Government is 
not needed for security purposes. 

(5) Finally, and this may be the crux of the matter, the view has frequently 
been expressed that the Government should take title to patents not because it 
needs the patents or because it is in the interest of security to do so but simply 
because it would be discriminatory for the Government to permit one segment 
of industry, its contractors, to obtain patents on inventions in the development 
of which public funds are expended, to the detriment of these segments of in- 
dustry which do not have the good fortune of participating in such Government- 
sponsored research. 

This approach to the matter, if controlling, should be evaluated for what it 
teally is. It should be recognized as not a matter of the Government owning 
patents because it needs or can use them; it is not a matter of the Government 
owning patents because it paid for them and for that reason is entitled to owner- 
ship; it is not a matter of the Government owning patents because the safety of 
the people of the United States requires it. It is simply a matter of the Govern- 
ment owning patents because its contractors should not be allowed to own them. 
We now are examining the function of the Government in the role of administra- 
tor of patent property for the public good. 

We submit that for several reasons Government ownership of patents is not 
dictated on that ground : 

1, The public interest in the commercial availability of the subjects of inven- 
tions is not served by Government ownership of patents because the effect of 
Government ownership is tantamount to a nullification of the patent monopoly. 
The Government never has enforced, and it is doubted that it ever will enforce, a 
patent it owns against any member of private industry. Manufacturers know 
thatthat is so and they act accordingly, not by taking the invention and develop- 
ing it, but usually by completely ignoring it. The inducement to investment cap- 
ital of the competitive advantage gained from the limited monopoly of the patent 
is lacking. A manufacturer has no interest in making such an investment, 
hazardous at best, under the added risk that a competitor is standing by ready 
to copy the product and share the market. The entire objective of the patent 
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system has been thwarted by Government ownership of the patent, and the in- 
vention, as a commercial matter, goes into limbo. The practical consequence of 
the free availability of an invention to all is that it usually is of interest to none 

The loser, in the last analysis, is the potential public consumer. : 

2. The concept that a policy of Government ownership of patents is dictated 
by the need to avoid discrimination in industry approaches the matter as though 
industry were asking Congress to establish that policy. But just the contrary 
is true. The members of this association constitute a fair cross section of 
patent representatives of industry, and they have consistently opposed Goyerp. 
ment ownership as have most other bar associations and representatives of 
industry. Small business, especially, wants the competitive advantage of 
the patent system, operating as it was intended to operate. Our free-enterprise 
system has thrived on the basis of the incentives of the patent system, anq 
industry would like it to continue that way. It does not share the facts of 
Congress that allowing it to keep its patents on Government-financed research 
would involve a discriminatory practice to its disadvantage. 

3. Not the least consideration for the purposes of this inquiry into the lay 
that should govern the disposition of patent rights on inventions made under 
NASA contracts is the fact, generally recognized, that in taking research ¢op. 
tracts with the Government, the prospects of enjoyment by the contractor of 
the benefit of a patent on the invention that may be made in the performance 
of the contract is not only an inducement to the taking of the contract but an 
incentive to the making of inventions in its performance. 

We contrast these principles with those which NASA has officially announced 
as controlling the administration of patent rights in its contracts, in a 1959 pub. 
lication by the Administration entitled “You and NASA—Patents and Progress”: 


“THE GOVERN MENT AS A PATENT OWNER—HOW THE NEED ARISES 


“It has been only during the past three-quarters of a century that the US. 
Government has developed into one of the principal patent owners of the Nation, 
The reason is basic. It rests upon the fact that the Government’s primary 
responsibility—above all others—is to the American people; specifically, the 
American people as taxpayers. 

“Thus, it follows that as the Government has continued to pour greater and 
greater amounts of public funds into research which produces patentable prod- 
ucts of present or future use to the Government, it has fallen heir to a moral 
obligation to see to it that such actual usage is in the furtherance of the in- 
terests of the United States. This includes adequate preparation for con- 
tingencies. One relatively minor World War II example is highly illustrative, 
In 1938, the Government paid $20,000 in royalties on patents for rotary wing 
aircraft and parts. In 19438, it paid out $12 million. 

“In a monumental patent report to the President in 1947, the Attorney General 
set forth the three basic values of patent ownership by the Government, and from 
the Government’s point of view. 

“‘Immunity value—as a means of reducing or eliminating the costs to the 
United States of making or using invention in connection with Government 
production or procurement. 

“*Pecuniary value—as an item of property which can be sold, licensed at a 
royalty, or used to acquire rights in other patents (as through cross-licensing), 

“‘Exclusionary value—the power to exclude others from the use of the in- 
vention or to permit use upon stipulated conditions.’ ” 

We think the answer to these propositions is clear. 

The “immunity value” of ownership is nil as a value any greater than a royalty- 
free license to make or use the inventions in Government production or procure- 
ment. 

The “pecuniary value” of ownership is illusory because until the Government 
goes into the business of suing infringers who refuse licenses, the offer of license 
or sale for value will have no takers. 

The “exclusionary value” is a value in direct proportion to the exercise of 
the right to exclude, which never has occurred, and, it is believed, never will. 

It is submitted, respectfully, that although there are many plausible reasons 
for Government ownership of patents, there is no good reason for it. 

It is submitted further that the needs of the Government are fully met and that 
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the public interest is better served by the policy of Government license under, 
rather than ownership of, patents resulting from the research as expressed by 
the resolution of this association. 

Respectfully submitted. 

AMERICAN PATENT LAW ASSOCIATION. 

DECEMBER 3, 1959 

Mr. Quieiey. And also in response to a question from me when you 
were out of the room, Mr. Whiting indicated he was going to make an 
effort to get names of companies who, as a matter of company policy, 
decline to do business with NASA and/or with the Atomic Energy 
Commission because of the patent provisions in each of the two acts. 

Mr. Yracer. Could that list include people who are willing to say 
that they are reluctant, as well as just having flatly declined? 

Mr. Quictey. Well, it may, but I have a feeling from 4 days of 
testimony that everybody is reluctant. I think you just take a list of 
all of the manufacturing companies in the country, they are all re- 
luctant. : 

Mr. WuittNc. May I ask this? In furnishing you that list, one 
company who told me about it by letter, I know the reasons why it is 
reluctant to let its name be known. I don’t suppose there is any way 
that that information could confidentially be disclosed to you. Is the 
thought that in the hearing on this bill, if this information was made 
available, that whoever responded to a question about. this subject 
matter would have to read off the names on the floor ? 

Mr. Quietry. Well, I can appreciate their reluctance in not wanting 
to stand up and say: “We flatly refuse.” But I think that the posi- 
tion of this committee is greatly weakened if this record closes and we 
have had all this testimony in the round and quite general, but no spe- 
cific instances. 

Mr. Wuirina. Yes, I quite agree with that. 

Mr. Quietey. And if it is in the record, I can’t vouch as to how an 
individual Member of the Congress would react, I mean he just might 
turn to a chapter and verse and might read it, or he might merely say 
there were 7, 8, 10, 12 companies, it is in the testimony before the 
committee, I don’t recall the names at the moment, but they were an 
impressive group of companies. So I can’t honestly sit here, and I 
don’t think any of us could, and assure you that it wouldn’t become 
public. 

Mr. Yes, I see. I will dothe best I can. 

Mr. Quictey. The question might be academic, it might never come 
up. But I think the possibility of somebody saying, “All right, now, 

et specific, name me some companies that absolutely refuse to do 
with NASA.” 

Mr. Wutrinc. May I havea month for this, do you think? Is that 
too long ? 

Mr. Mircners. The record will be closed by December 18, Mr. 
Whiting. Do you thing it is possible for you to have it then ? 

Mr. Wuitinc. Yes, I can do it by then, Iam sure. 

Mr. Mircnet.. I might say this is a point which Mr. Quigley has 
been diligently pursuing since the hearing began, with each witness 
almost, and this question becomes more and more important, because 
the people who appear before us in opposition to the present NASA 
patent provisions are not doing so on the basis of the fact that it is 
contrary to the patent system, but the primary reason, in substance, 
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is that it is hampering our space effort. So information of this 
nature is certainly vital and I am in full accord with Mr. Qui ley 
that that will be a factor, should there be any proposal on the floor 
and other Members would like to know that if this is in fact so, and 
who has failed to contract with the Government because of these 
provisions. 

Mr. Wuitrne. Yes, sir. 

Mr. Mircnett. Thank you very much, Mr. Whiting. We certainly 
appreciate your appearance and testimony. 


Davis, Howe, FAITHFULL N Hapcoop, 
New York, December 16, 1959. 
Re hearing on NASA patent legislation. 
Hon. ERWIN MITCHELL, 
Chairman, Patent Subcommittee, Committee on Science and Astronautics, House 
of Representatives, Washington, D.C. 


Deak MR. MITCHELL: This is in response to the request by Congressman Quig. 
ley to me during my testimony for names of companies, willing to be named, as 
refusing contracts with the Government having provisions for assigning patents 
to the Government on inventions made during the course of the contract. 

Electric Storage Battery Co. of Pennsylvania has advised me that it “refuseq 
requests by McDonnell Aircraft Corp. to develop batteries for Project M ; 
the manned space vehicle, because of our unwillingness to accept the terms of 
the NASA patents rights clauses.” 

National Research Corp., of Cambridge, Mass., advises that it “definitely will 
not seek, nor accept, contracts with NASA in certain fields of technology where 
complete denial of title to our inventions would place us in an unfavorable com- 
mercial position. While we do have some NASA contracts, they are not involved 
with technical situations where patent rights are considered to be significant,” 

Corning Glass Works, of Corning, N.Y., has authorized me to say in their 
behalf that “Corning refused to accept a proposed contract from McDonnell 
Aircraft Corp. for glass parts for Project Mercury, which contract involved re 
search and development work, because of the broad and very onerous aptent pro- 
visions of the Space Act. Corning later accepted a revised fixed-price supply 
contract from McDonnell for glass parts made from long-established commercial 
glass composition, from which contract all question of research or development 
work had been specifically excluded.” 

AMP, Inc., of Harrisburg, Pa., advises that it would not take such contracts, 

Bowmar Instruments Corp., of Fort Wayne, Ind., would be advised by its at- 
torney, Robert A. Gust of Fort Wayne, to decline to accept research contracts 
with the Government containing the patent provisions in question, and, in Mr. 
Gust’s opinion, Bowmar would follow his advice. ~ 

I know of other companies, certainly as prominent as the foregoing and hav- 
ing the same policy, who would not, however, permit me to use their names. 

Yours very truly, 
RIcHARD WHITING, 
(In behalf of the American Patent Law Association). 


Mr. Wuitine. Thank you. 

(The information requested is as follows :) ; 

Mr. Mrrcueti. The subcommittee will be in recess until 10 in the 
morning. A 

(Whereupon, at 5:12 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Friday, December 4, 1959.) 
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PROPERTY RIGHTS IN INVENTIONS MADE UNDER 
FEDERAL SPACE RESEARCH CONTRACTS 


FRIDAY, DECEMBER 4, 1959 


House or REPRESENTATIVES, 

SuBCOMMITTEE ON PATENTS AND SCIENTIFIC INVENTIONS, 

COMMITTEE ON SCIENCE AND ASTRONAUTICS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., in room 
914-B, New House Office Building, Hon. Erwin Mitchell (chairman 
ofthe subcommittee) presiding. 

Mr. Mircuety. The subcommittee will be in order. 

For those who are in attendance, I make this announcement. We 
will go into executive session for a brief period. The eee are 
nearing a close and there is a matter that we need to discuss. So we 
will be in executive session for a few minutes. 

(Whereupon the subcommittee proceeded into executive session, at 
the conclusion of which further proceedings were had as follows :) 

Mr. Mircue.i. The subcommittee will be in order. 

Iam sorry that it was necessary that we delay the hearing of testi- 
mony this morning, but the hearings are closing, and there were 
certain rather important matters that the subcommittee discussed. 
Our first witness this morning is Mr. J. King Harness, senior partner 
of the firm of Harness, Dickey & Pierce, Detroit, representing Auto- 
mobile Manufacturers Association and the Michigan Patent Law 
Association. 

Mr. Harness ? 


STATEMENT OF J. KING HARNESS,’ SENIOR MEMBER OF THE FIRM 
OF HARNESS, DICKEY & PIERCE, OF DETROIT, MICH., REPRESENT- 
ING AUTOMOBILE MANUFACTURERS ASSOCIATION AND THE 
MICHIGAN PATENT LAW ASSOCIATION 


Mr. Harness. Mr. Chairman and gentlemen, I have a short pre- 
pared statement, as I think you perhaps have already seen. I have 


‘Harness, J. King, patent lawyer; born, Corydon, Ky., Apr. 17, 1897: son of Charles 
Edward and Catherine (Blake) H.; student, the Lockyear Business College, Evansville, 
Ind., 1915; LL.B., Detroit College of Law, 1920; married Vera Gregory, July 8, 1920; 
children, Don Kenneth, Jerry King, Hugh Gregory, Joan Dianne. Admitted to Michigan 
State Bar, 1920; practiced as member legal department and patent counsel, Ford Motor 
Co., 1916-21 ; partner, firm of Harness, Dickey & Pierce, and chief patent counsel, Chrysler 
Corp. since 1921. ‘Trustee, Detroit Institute of Technology; director, Grace Hospital; 
Boys Clubs of Detroit; director, Y.M.C.A. Member, American and Detroit Bar Associations, 
American and Michigan (past president) Patent Law Associations. Clubs: Rotary (past 
President), Detroit Gulf (past president), Detroit Athletic (past president), Recess (past 

meso) Home: 17300 Fairway Drive, Detroit. Office: General Motors Building, 

roit. 
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tried to make it as short as possible, and in the hope that it might be 
possible for it to be read, and if there are any questions, of course J 
will do the very best I know how to answer them. 

My name is J. King Harness and I am senior partner in the patent 
law firm of Harness, Dickey & Pierce, Detroit, Mich. Our law firm 
has between 300 and 400 corporate clients on its books and also repre. 
sents a fair number of individual inventors. Many of our corporate } 
clients are Government suppliers. 

I am a member and past chairman of the Patent Committee of 
Automobile Manufacturers Association, and I am a member and past 
president of the Michigan Patent Law Association. Each of thos | 
organizations has asked me to appear before this committee to express 
my views about the patent provisions of Public Law 85-568 of 1958, 
the Space Act. I believe that what I have to say is unanimously 
concurred in by those groups. 

Section 305 of the Space Act broadly provides for Government 
ownership of inventions first conceived or first. actually reduced to 
practice in the performance of work under Space Act actual or pro- 
posed contracts. The Administrator may confiscate inventions and 
patents even though the inventions were conceived and patent appli- 
cations were filed long before a Government. contract is made or even 
if no contract is actually consummated. It is my considered opinion 
that this provision is basically and fundamentally wrong and is harm. 
ful rather than helpful to the Government. The section should be 
repealed and the patent provisions of Space Act contracts either be 
left to negotiation or made subject to regulations or law which would 
give to the Government free rights to make and have made and to use 
inventions paid for by the Government under research and develop- 
ment. contracts, while ownership remains with the contractors. 

The foregoing conclusions are true because: 

1. There is no advantage to the Government in owning the inven- 
tions. The Government’s every need would be served if it had the 
right to make, have made for it, and to use the inventions. 

2. There are obvious disadvantages to individuals and companies 
whose inventions are or can be taken away from them under the pres- 
ent provisions of section 305 of the Space Act. Most Government re- 
search and development contracts are not of themselves profitable to 
the contractors and some incentive must be found to induce contractors 


to put their best engineers and inventors to work under Government I 
research and development contracts. In the past those incentives have I 
been embraced in the hopes of the contractors that they may later Q 
procure Government business under manufacturing contracts or that | 
they may develop inventions which will be useful to them in private t 
enterprise. If their inventions are to be confiscated by the Govern- | 
ment and to be made available without charge to competitive firms n 
in private enterprise, then contractors are justified in either declini v 
Government contracts or in seeing to it that their best engineers an 
inventors are not assigned to work under such contracts. Though I h 


do not feel free to divulge the names of my clients, I know of private _ 
developments which could well have been of use in space develop- — 
ments but which the owners are reluctant to suggest to the Govern- 
ment for fear that their inventions and patents may be confiscated. | th 


‘ 
| 
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h I believe I am a patriotic citizen, I cannot recommend to a 
ong mine that it undertake a space contract from which it 1s not 
likely to make a worthwhile profit but in the performance of which it 
will 4 using its facilities, separ technicians and best inventive tenet, 
from which inventions are likely to develop and from which it woul 
normally expect to make a continuing profit, over the years. 

3. Proponents of section 305 have been known to present the argu- 
ment that the Government should own inventions and pass them on to 
the public because the inventions have been made at public expense. 
The fact is that Government ownership will discourage the develop- 
ment in private enterprise because no one has the patent protection 
necessary to justify the expense of development and the acquisition 
of manufacturing facilities necessary in converting the inventions 
to non-tovernment use. 

All of this can easily be avoided and the best interests of Govern- 
ment and contractors alike can be served if only section 305 is repealed 
and the thinking of former Deputy Secretary of Defense, Donald 
A. Quarles, is acted upon. The original apace Act bills had no 
patent sections and Mr. Quarles apparently thought Space Act con- 
tracts would be handled by negotiation when he testified before the 
Senate committee that he had assumed Space Act contracts would 
be handled as such contracts had been handled in the Defense De- 
partment. In his later filed memorandum he said : 

As to contractors, the Department of Defense * * * requires the inclusion 
in contracts for research and development of a patent-rights clause which 
permits the contractor to retain the title to the invention but gives the Gov- 
ernment an irrevocable royalty-free license throughout the world * * * this 


provides the Government all the rights it needs and leaves an incentive to the 
contractor. 


In summary, every patent issued by the Government should be an 
incentive to someone. It should either be the source of inspiration 
for conception and development of an invention or the inspiration 
for commercializing the invention—or both. Government owner- 
ship of the patent is of no value to anyone and the patent becomes 
an inspiration to no one. It is a dead and worthless thing. 

Mr. Mrrceneci. Thank you very much, Mr. Harness. 

Judge Chenoweth ? 

Mr. Curnowern. Mr. Harness, I would assume that in Detroit you 
probably handle as many applications for patents and deal with as 
many inventions as any other city in the country; would that be a fair 
assumption ? 

Mr. Harness. I have never made any estimate, but I would assume 
that is right. 

Mr. Cuenowetn. In view of the fact that the automobile industry 
makes its headquarters in Detroit—your clients have had contracts 
with the Department of Defense over the years? 

Mr. Harness. I wouldn’t say all of them, but a number of them 
have; yes, sir. 

Mr. Cuenowern. Have they been satisfactory ? 

Mr. Harness. Yes. 

Mr. CuenowrrH. You would recommend to this committee that 
they adopt the same procedure by repealing section 305? 

Mr. Harness. I think so. 


be 
| 
nt 
m 
te } 
of 
ist 
se 
| 
8, | 
ly | 
nt 
to 
nd 
ion 
m- 
be 
be 
uld 
use 
en- 
the 
ies 
res- 
re- 
2 to 
tors 
ent 
ave 
ater 
that 
vate 
ern- 
rms 
i 
rh I 
vate 
lop- 
ern- 
ated. | 


416 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


Mr. Cuenoweru. Do you think that would be satisfacto 
the Government and 
_ Mr. Harness. I think it would be eminently satisfactory. I think 
it would be just as satisfactory as it has been to Government and con- 
tractors throughout World War II, and it has been a perfectly mar. 
velous experience I have had in dealing with Government agencies, 

Mr. Cuenowetu. How many years have you practiced patent law? 

Mr. Harness. Well, a few more than I like to admit. I wag just 
telling the reporter here that I quit taking Stenotype some 40 years 
ag I started the first patent department that the Ford Motor 


_Mr. Cuenoweru. Well, - until recently, has there ever been much 
discussion in the patent field of Government ownership, Government 
title to patents, has there ever been much interest in it prior to the 
Atomic Energy Act and now the Space Act? 

Mr. Harnsss. I think not. 

Mr. Cuenowetu. During that period there were many patents, 
weren’t there, that vitally affected the Government? 

Mr. Harness. That is right. 

Mr. Cuenowetu. And where it was necessary to protect the Gov- 
ernment in every respect. Do you feel that that was done without any 
criticism of anyone ? 

Mr. Harness. It might be of some interest to this committee to 
know this little experience I had; I think it was last spring I came 
down to Washington, attended a meeting of the Advisory Council of 
the Patent and Trademark Foundation, which is a part of George 
Washington University, and in the interest of trying to get some- 
thing done to get at the patent provisions of this Space Act, I sug- 
gested that they find out who was the author of this section 305 and 
ask him to come over and have lunch with this group and tell us why 
this provision was put in there. 

So he did, and the first thing he did was to say, “Well, it is pretty 
stringent, we know it is pretty stringent, we didn’t have much time. 
First there was no provision in the Space Act at all, patentwise, but 
then the job was delegated to me to put a provision in there. I knew 
it was pretty strong and I knew it was going to have to be amended, 
but I did the best I could.” 

And I said, when the question period came around: “Will you 
please tell me why you put the provision in there that the Govern- 
ment was to take ownership of these patents?” 

“Oh,” he said, “that is quite obvious.” 

And I said “Why?” 

“Well,” he said, “because so many of these things are secret and 
they have got to be kept secret, and the Government has got to be able 
to keep them secret.” 

Now, the minute you issue a patent, all secrecy is gone, so obviously 
it makes no difference whether the Government owns the patent or 
whether it doesn’t own the patent. Yet, the man who authored the 
clause said the reason that he put that provision in there for Govern- 
ment ownership was in order to maintain the possibilities of secrecy. 

Mr. Cuenowertu. I assume he wasn’t a patent lawyer himself? 

Mr. Harness. I assume so, also. 

Mr. Cuenoweru. Just one other item, Mr. Harness. You have 
presented something which we have heard previously in the hearings 
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this week, which disturbs me a great deal, and that is the fact that 
contractors are reluctant to place their best technicians, best scien- 
tists, and engineers in these contracts with NASA when they feel an 
jnvention might result, and they know that the invention will go to 
the Goverment, title in the patent will go to the Government. 

You mention that in your statement. How serious is that in De- 
troit? Do you run into that frequently among your clients? 

Mr. Harness. I don’t want to give you any impression that that is 
an everyday occurence, because it isn’t, and there are many Govern- 
ment contracts from which no invention is going to come and the people 
are perfectly willing to take them and that is it. f 

But there have been instances, and to my attention, where my clients 
have said: “I could propose this thing to go into this thing. What 
happens if I do?” 

nd I have had to say, “The Government, under the law, and 
unless you can take your hat in hand and go down and persuade the 
Administrator that you ought to retain title to this, the Government 
isgoing to have title to it.” 

And no contractor wants to come right out and say, “I won’t take 
a Government contract under those circumstances.” I think it would 
be sort of an ill-advised contractor who would say such a thing, be- 
cause he would be immediately—he would lay himself liable to charges 
of unpatriotic activities and this and that and the other thing, he isn’t 

ing to do it. But there is nothing that keeps him from dragging his 

eet and say “I am going to wait and see if this straightens out, and if 
it does, then I will get in there and pitch.” 

Mr. Cuenowetu. Don’t you think that in this present space race 
that we are engaged in with Russia, that we ought to throw our full 
effort behind it, and anything retarding that effort should be elimi- 
nated, removed as pals te as possible? If this section 305 is standing 
in the way of our contractors and industry putting their best foot for- 
ward, then certainly I think we have an obligation here in Congress 
to see that that situation is corrected. 

Mr. Harness. I can’t help but thoroughly agree with that statement. 

Mr. Cuenowern. Because I think time is important. 

Mr. Harness. I think it is tremendously important. 

Mr. Cuenowetu. We ought to make full use, the highest use of our 
scientists and inventors of this country, and I know we have the best 
in the world, and I think it is a sad commentary when we are not able 
to use their services in this space effort. 

Mr. Harness. Let me go a step further in that connection, and I can 
tell you of a concrete instance. One of our clients is the Chrysler 
Corp., and the Chrysler Corp. has, as you may or may not know, cer- 
tain sections of its corporate activities set up that are especially de- 
voted to Government activities, and some of those have to do with 
space contracts. And to those divisions there are designated just as 
good and just as important engineers as are designated by Chrysler to 
its commercial business of manufacturing and selling motor vehicles. 
And I think it would be a shame—and I am not saying that they do 
it, but I wouldn’t blame them if they did—it would be a shame if 
Chrysler Corp. should take from that part of its business which is de- 
voted to space activities the best engineers they have got there and put 
them in other places where they are not going to be subject to the same 
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thing—to the possibility of having their inventions confiscated by the 
Government. 

Mr. Curenowetu. I hope, Mr. Harness, we can avoid the impression 
being created that we are not using our very best talent in this space 
program. Certainly I don’t know of anything that is more important 
at this time, in view of the interest and apprehension manifested at 
every hand, as to whether or not we are going to win the race with 
Russia, whether or not we are going to maintain a top position in that 
race. Certainly I think we are doing all right, but we can do better 
and I agree with one of the reasons you cite, that we are not providing 
the proper incentive. 

It has been very interesting. Thank you. 

Mr. Quietey. Mr. King? 

Mr. Kine. Mr. Harness, can you conceive of any circumstance jp 
which the Government would do well to retain the patents on the 
inventions? 

Mr. Harness. I have thought carefully and tried to think of some 
reason why there is some advantage to the Government, and I am 
frank to say that I cannot think of a single advantage to the Govern. 
ment, and I can think of many disadvantages as my statement indi- 
cates. 

Mr. Quieter. Would the gentlemen yield at that point for just a 
definition ? 

Mr. Kine. Yes. 

Mr. Quictey. When you use the word “Government” are you think- 
ing of it as a bureau in Washington or are you thinking of it as the 
“American people” ? 

Mr. Harness. I am thinking of it, sir, as you and me. 

Mr. Quieter. All right. 

Mr. Kine. Let me pursue this just a bit further. Suppose a par. 
ticular invention was decided or universally recognized to be a very 
critical, crucial invention, an invention which more or less constituted 
the key that would unlock the door to broad avenues of research that 
were most vital to the American defense and space effort; do you 
think that there is a possibility that if that key invention were pat- 
ented and the patent became vested in a private corporation, that that 
might possibly constitute a deterrent for other corporations and indi- 
vidual inventors to move forward into the broad areas of inventiveness 
to which this one particular one was the key ? 

I think you see my thinking for my question. Let me restate it 
now. Is it possible that there is a type of invention that because of 
its critical nature, because it controls broad avenues, that it might be 
better for it to remain with the Government in order to prevent any 
possibility of blocking further exploration and inventive activity m 
that field ? 

Mr. Harness. Well, Mr. King, my years of experience as a patent 
lawyer have taught me to never say that anything is impossible, and 
it is entirely possible that some such circumstance might arise. | 
have never known of one in, as I say, my experience, which goes back 
something more than 40 years. 

There are several answers to that. If you are thinking in terms 
of some one person or some one concern that has for 17 years—which 
is the life of the patent—a monopoly on this particular thing, andi 
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js so important to the public welfare and safety and health, and so 
forth, that that just shouldn’t be, one answer to that which occurs to 
me immediately is that in the event of anything of that magnitude, 
there would be nothing to prevent the Government from going into 
the business of making and selling that particular item, and serve the 
public, which is you and me, with its needs. 

Of course, on the other hand, the next thing that occurs to me is if 

u are trying to guard against any such broad thing, well, that is 
about like trying to say that Chrysler Corp. shouldn’t produce auto- 
mobiles because some of them are going to kill somebody, which of 
course is a ridiculous thing. But if we were trying to guard against 
such a thing by setting up a circumstance where the Government 
should own the patent, and that is the thing which should apply to 
the patent system generally, and has no part in the space activities. 

Mr. Kine. Let me ask one other hypothetical question. Let us 
assume that corporation X comes up with an exotic fuel that repre- 
sents a very complex compound of many ingredients, say 50 ingredi- 
ents go into this exotic fuel. It is patented. Now let’s assume that 
corporation Y, that is also in that field of activity, reading the claim 
set forth in the patent, is impressed with this fuel, but thinks that it 
can improve on the fuel, is corporation Y free to manufacture this 
patented fuel in its own laboratories, not for the purpose of selling, of 
course, but simply for the purpose of experimenting to see whether 
it can’t come up with an improvement on the fuel ? 

Mr. Harness. Technically and actually, the second corporation is 
not free to do that, but practically, of course, it is, because the small 
amount made for experimentation purposes would never justify— 

robably never be found out in the first place, and would never 
justify—but here is another — I would like to bring out in con- 
nection with your hypothetical] question : 

Actually, one of the greatest inspirations to the making of inven- 
tions and the development of more things are the patents that have 
already been issued. For instance, let’s assume that I made an in- 
vention in this ashtray and I obtained a patent on it, and you came 
along and you said, “Well, that is a good ashtray and I would like to 
make it.’ 

I say, “No, you can’t make it because I have got a patent on it.” 
Then that is an incentive to you to run off and see if you can’t find a 
different and better way to accomplish the same result. 

Mr. Kine. You would plow around it, in other words? 

Mr. Harness. You certainly do. And I have seen so many instances 
of just that thing happening, of instances where I have told clients: 
a can’t do this”—and then they go and find a way to do it some 
other way. 

Mr. Kine. Your answers are very illuminating, and I am glad to 
get them. I don’t want to belabor this point too much, but let’s 
ie asume for the sake of argument that this particular invention that 

am proposing hypothetically happened to be of such a basic nature 
that it was impossible to plow around it, it was just there blocking the 
entrance, you just can’t go around it. Let’s assume that the patentee 
happened to be very technical on this point and happened to have a 
lot of detectives that were out checking to make sure that nobody else 
was tampering with this in their own respective laboratories. This is 
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an extreme case, but I am letting my imagination go a little bit to _ 


exhaust these possibilities. Isn’t it possible that in that situation this 
one patent might constitute a dog-in-the-manger type of a situation, 
and that it might conceivably block some very healthy and n 
research and development in this area in which the Government had 3 
great interest in seeing that there was research and development by 
many corporations? 

Mr. Harness. Stated as you have stated it, sir, you are entirely 
correct ; it is possible, but it is highly improbable. 

Mr. Kine. I appreciate getting that answer. This has been one 
problem that has concerned the committee. We have discussed this 
quite abit. Naturally, we are very concerned to see that no one com. 
pany be given the key to space, and that it just sit on that key and 
not make it available to anyone else and not properly exploit it. 

Mr. Harness. You mean for nongovernmental purposes? 

Mr. Kina. Yes. Well, for even governmental purposes. 

Mr. Harness. The Government has every right to exploit it. 

Mr. Kine. It has the right to use it, yes. But the Government 
wants the initiative and inventive genius of all these other companies 
to come in and help it, because the Government can’t do it alone, 

Mr. Harness. The Government can do anything of that sort that 
it wants to do. 

Mr. Kine. You mean it can turn over to these other companies, 
ae to them the responsibility of pursuing it? 

r. Harness. Oh, yes. And if the Government wants these people 
to make this thing either experimentally or for actual use, all the 
Government has to say is: “I commission you to do it.” 

Mr. Kine. I appreciate getting that answer. 

Thank you very much. 

Mr. Quieter. Mr. Bass? 

Mr. Bass. No questions. 

Mr. Quiciry. Mr. Daddario? 

Mr. Dapparto. No questions. 

Mr. Quiciry. Mr. Harness, you have expressed the opinion that 
section 305 of the Space Act, in your judgment, is retarding the space 
program. Let me ask you this: Is it really section 305 as it is pres- 
ently written or is it the possibility that section 305 might be rewritten 
that is causing, perhaps, some of your clients and some other worth- 
while American industrial firms not to rush in and go after NASA 
contracts? 

Mr. Harness. Mr. Quigley, that is entirely a matter of degree. The 

resent section 305 is, as you must know, a terrific thing. y ae it 
1s just—it means that if I have an invention I do not even have to get 
a nickel from the Government, I do not have to get a Government 
contract even, I just need to talk to them about it with something in 
mind and it can be taken away from me, and so, surely, you can amend 
the section and show some improvement, and to whatever extent that 
you show improvement you will lessen the overall problems that are 
arising from it. But there is only one satisfactory way to do it, not 
only from the standpoint of the governmental contractors but from 
the standpoint of the Government, itself. By the Government, itself, 
I do not just mean the agency, I mean you and me, because there 
is no advantage to the Government in owning the invention. The 
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most you can possibly say is: Well, the Government, meanin the 
public, should be able to put this in the hands of every Tom, Dick, 
and Harry and let them reproduce it. Well, actually, then, you have 
completely destroyed the value of the patent; it has no value, it is 
of no value to anybody. And it then becomes a question of whether 

ou are doing a good thing for the public by taking away the incentive 
which the patent provides, which all patents provide, for either the 
origination of an invention or the development of it or the commer- 
cialization of it. 

Mr. Quiatry. Now, are you specifically suggesting that the only 
answer, the only real answer that this committee should come up with 
js an amendment to the space law that would provide that ownership 
of patents would remain with the contractor and/or the inventor in 
every instance ? 

Mr. Harness. What I say is that the only real solution is the 
removal of the proposition that the Government is to own the inven- 
tions. Now, whether that is done by complete deletion of section 
305 or whether it is done by the substitution of another type—and 
there have been several proposed, and I am sure this committee is 
fully familiar with them—which limits the Government interest to 
that of a free and noncancelable license, I think is immaterial. 

If you wanted to really put the best safeguard in the thing, in my 
judgment, it would be the complete elimination of section 305 and no 
substitution, and then let the Government make its contracts and if 
it happened to have a situation where they thought that for some 
particular, some peculiar reason, such as Mr. King suggests, this 
thing is something that the Government, because of its particular 
type and nature, ought to retain title, then it could say to the people: 
“[ will not make the contract with you unless you agree to assign 
your inventions to the Government.” If you simply eliminate sec- 
tion 305 you can leave that possibility open. 

If you substitute for it something else which says the Government 
shall not have title but shall have a free license, then you eliminate 
that possibility. ' 

Mr. Quictry. Do I understand on the basis of your answer here 
and your answer to Mr. King’s question, that you might be modify- 
ing, slightly, but in a very important way, your prepared statement? 
I am referring particularly to the last sentence of the third para- 

ph which ends up “While ownership remains with the contrac- 

tors.” This is on your first page. In other words, as I read that 
initially, or as I heard it when you read it, I concluded that to be a 
universal, all-inclusive statement. Now I am really trying to get 
to the point if you are modifying that just a little bit to suggest that 

rhaps a prudent Congress would, either by law, specifically, or by 
aw generally, reserve to NASA the power in that rare possible case 
Wich you admit is a possibility but not a likelihood, to preserve the 
right to assert ownership on behalf of the U.S. Government in those 
rare cases ? 

Mr. Harness. Perhaps I did not make myself as clear as I should 
have in this statement, Dut if you will refer to its again you will find 
it says: 


The section should be repealed and the patent provisions of Space Act con- 
tracts either left to negotiation— 
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which would be the case if you completely deleted 305— 
or made subject to regulations or law— 

which would give the Government a free license— 

while ownership remains with the contractor. 


Mr. Quieter. So that if it were left to negotiation by NASA you 
think that the Congress should provide that NASA is not prohibited 
in the cases where it thinks it is essential in the national interest that 
they could insist upon retaining ownership of the patent title in the 
Government ? 

Mr. Harness. That is entirely correct. 

Mr. Quictey. Now let me ask just one more question. I do not want 
to create the wrong impression and I do not think you do, either, 

You do not really believe that if the NASA Act is not changed that 
there is any serious possibility that Chrysler Corp. or any other of 
your clients, or any other American industrial firm, is likely to pursue 
a policy of assigning second-rate scientists or second-rate technicians 
to NASA contracts? You do not really believe that, do you? 

Mr. Harness. Yes, I do. 

Mr. Quieter. You really do? 

Mr. Harness. Yes. 

Mr. Quietey. That is a pretty 

Mr. Harness. And I am not naming Chrysler when I say that. 

Mr. Quietey. All right. Let us not point the finger at anybody. 
But you really think that this is a possibility ? 

Mr. Harness. I mean what I really think would be the case would 
be that many contractors would prefer not to take any contract, but 
if they have to take one then they will take it—I mean or else be ac- 
cused of being unpatriotic—instead of deliberately going out and 
pulling their best men in on the job, they are going to say here is 
Tom, Dick or Harry that will do the job and he will do it. 

Mr. Quieter. Let me ask you this question, then: I am sure in your 
practice you have many clients who have had contracts with the 
Atomic Energy Commission. 

Mr. Harness. I do not know that we have many, but we have some. 

Mr. Quieter. I do not—well, I will not give you a leading ques- 
tion, I will just ask it straight: Do you think those clients have pur- 
sued a practice of assigning second-rate personnel to Atomic Energy 
contracts ? 

Mr. Harness. No; I do not think they have and I think the reason 
for it is quite simple, that the things they are working on they think 
essentially have no particular inventive capabilities or commercial 
possibilities. Most of the things that I have been familiar with that 
clients of mine have worked on insofar as atomic energy is concerned 
have dealt, primarily, with things that are of interest only to the 
Government. 

Mr. Quiciry. Well, of course, I am not qualified to conduct an in- 
telligent cross-examination in this field, but it just strikes me, asa 
layman, that the realm of potential commercialization of inventions 
that could flow from contracts with the Atomic Energy Commission 
far surpass the possibilities of the commercial possibilities of some 
of the things that are likely to flow from NASA contracts. 
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Mr. Harness. That could be, that could be. As I say, the expe- 
rience that I have had with the clients of ours that have come to my 
attention have involved things which have had no particular com- 
mercial significance. om 

Mr. Quietry. You see the problem that I am struggling with is 
this: The Atomic Energy Commission has a provision somewhat 
similar to NASA as far as patents is concerned. It has been roundly 
and soundly criticized by American industry, it has been steadfastly 
defended by the Commission and to date upheld by the Congress and 
yet I have a feeling that despite the weeping and gnashing of teeth, 
‘American industry has done just as good a job when they are dealing 
with the Atomic Energy Commission, just as good a job for the Amer- 
ican people, as when they are dealing with the more pleasant and 
easier to get along with DOD regulations. 

Mr. Harness. Let me say this: I have heard the same argument 
made with respect to what incentive the whole patent system is to 

ple to make inventions, that you take the average concern in its 
esire to keep its head above water is going to go ahead and make 
all the inventions whether you get the patents or whether you do 
not. To a certain extent that is true. Of course the bigger the 
corporation the more that is. After all is said and done, the most 
value of patents are to individuals and to the small concerns. The 
bigger concerns have the facilities and the money and all of that sort 
of thing to go along with and risk their money and take their chances 
on getting the business and all that sort of thing, while the smaller 
concerns just cannot afford it. 

I have seen many instances where, for instance, Chrysler has car- 
ried on developments which no small concern could possibly carry 
on without having some idea of getting some patent protection out of 
itfrom which they could get their money back. 

Now, many inventions I know that the bigger concerns use have 
come to them from individuals or small concerns like that. 

Now, it is well enough to say that: Well, nobody is going to sit 
back on his heels and not undertake a job if he can do it. That 
might be possible; but at the same time we are all human and those of 
us—when I say us, I am not including you or me, because I assume 
you are not in the manufacturing business and neither am I—but those 

le who are engaged in the manufacturing business are engaged 
in that business for the purpose of making a profit and they are going 
to do the things which are most likely to produce a profit for them. 
To what extent they would drag their heels, I do not know and you 
do not know and neither does anybody else. But it is only natural 
and only human that if they are an to undertake a job from 
which they cannot make a profit they are not going to put forth their 
besteffort. That isthe nature of human beings. 

Mr. Quieter. Thank you. You have been a most helpful witness. 

Mr. Mrrcnevt. Mr. Harness, just one or two questions. I was in- 
terested in your response to a question of Mr. Quigley. We are told, 
of course, one of the primary needs for a revision or the repeal of the 
existing patent provisions for the space agency is just what you 
stated in your opinion, that the top personnel in industry would not 
be assigned to these contracts unless they had some prospective patent 


rights. 
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Then you stated that from your experience with clients that you 
represent who had contracted with the Atomic Energy Commission 
that in those occasions when they did not have patent rights, that 
they did assign their top personnel and the second team was not 
employed, and that the Government was getting the best that the 
companies had to offer. Does that generally reflect your opinion? 

Mr. Harness. I do not think I would quarrel with what you had 
to say except to make this crystal clear, that my personal experience 
with clients who are doing atomic energy work has been limited; in 
those instances that I have known about, that have come to my atten- 
tion, the work has been such as to be devoted almost entirely, if not 
entirely, to things which could only be of use to the Government. 

As, for instance—I dislike to continue using the name Chrysler, but 
in World War II Chrysler had a section of its business set off and 
were working on the atomic bomb. I think we called it the Woodward 
poe or something like that. They put as good talent as they knew 

ow to put to it putting their shoulders to the wheel and not thinkin 
in terms of how much money are we going to make out of it, but let us 
see how we can win the war. At the present moment Chrysler has 
some work going on having to do with atomic energy. 

I cannot recall of a single solitary instance where any of that work 
has resulted in the making of any patentable inventions. 

Mr. Mrrcneti. I am just curious as to why any industry would 
assign their first team to a contract with AKC and their second team 
to a contract with NASA, saying that the patent provisions of the 
contracts were the same. 

Mr. Harness. Let me put it this way, Mr. Mitchell. In the first 
place I think you will agree with me that the difference between the 
second team and the first team is about a quarter of an inch; I mean it 
is a little different between what makes a star baseball player, he gets 
a few more hits than the fellow who is just an ordinary baseball player. 

Mr. Mircuetit. You mean in industry they have employed as in 
football the two-platoon system now # 

Mr. Harness. Well, you have your engineers and you are working 
awfully hard; as a matter of fact, many, many times, in many, many 
Government contracts, you wish you did not have them. At best they 
are not going to make you any money. But you feel that you have 
got to do the job. 

Now, other Government contracts do make money, particularly when 
you are manufacturing. But there is so little money made out of these 
research and development contracts that you could put it in your ear. 
Unless something is going to come out of that thing which will later 
make you some money, you are more or less wasting your time except 
you are doing a patriotic job. 

Mr. Quieter. Will the gentleman yield? In addition to the patrio- 
tic motive, and I recognize it as a factor, in addition to the patent 
possibilities, which obviously are a factor or we would not have had 
this parade of witnesses all week, isn’t the know-how that comes from 
such research contracts a highly important and often a very decisive 
factor in a company making a decision as to whether or not to accept 
a research and development contract from any agency of the Federal 
Government ? 

Mr. Harness. Well—— 
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Mr. Quictey. Isn’t it the possibility that the company with the 
know-how, the company with the savvy, the company that can say “We 
built the motor that drove the Nautilus, we know how to put one of 
these together, we can put it on a commercial ship or an aircraft 
carrier, we know how to do it,” isn’t this a tremendous advantage, isn’t 
this a tremendous reward which makes a research and development 
contract with the Government a very attractive proposition generally 

king? 
Mr. ARNEsS. It sometimes is and it sometimes is not. You just 
cannot lay down a rule on that and say “Yes.” ’ [ 

Obviously, if you are working on a generator to go into an atomic 
submarine and you thought “Well, if we could get that developed for 
submarines I could sell it to power concerns all over the country and 
so forth and I will have established a reputation because of what I 
have done with the Government in the submarine which will enable me 
to go out and get some business from the power companies,” you are 
100 percent right, of course it is of tremendous value. 

Mr. QuieLey. You are not really too much worried about the patent 
rights at that point; are you? 

r. Harness. That is right. 

Mr. Quietey. Thank you, Mr. Chairman. 

Mr. Mrrenevy. Mr. Yeager? Mr. Carstarphen? Thank you so 
very much— 

Mr. CuenoweEtru. May I take just a minute, Mr. Chairman. 

Mr. Mircueyu. Yes. 

Mr. Cuenowetn. Mr. Harness, you have been referring to the 
Chrysler Corp. Walter Chrysler came to my hometown of Trinidad, 
Colo., a comparatively young man, a railroad employee, without 
very much in the way of worldly goods. The story is told in my home- 
town that a railroad engineer befriended him, gave him a place to 
live, stood good for his grocery bill which Mr. ale was able to 
repay many-fold in later years. But I think the name Walter Chrysler 
stands as a monument to our industrial system in this country. When 
aman like Walter Chrysler starting with nothing becomes one of the 
industrial leaders not only of the United States but of the world, I 
think that is a pretty good prose that our industrial system, of which 
the patent system is a part, has been working rather well. Would you 
agree with that, Mr. Harness ? 

Mr. Harness. I thoroughly agree with it, sir, and I would like, 
further, to say that you warm the inner cockles of my heart when you 
speak as you have spoken about Walter Chrysler. I have known a lot 
of people, great and near great, very few great and more near great, 
but he had an overall capacity which stemmed—he was like the fellow 
that said so and so was a rotating so and so. Walter Chrysler was a 
rotating so and so, because any way you looked at him, he was a great 
man, and he was the greatest man I have ever known. 

Mr. Cuenowern. If Walter Chrysler were alive today he would be 

ged in this space program, I am sure. 
. Harness. With both feet. 

Mr. Cuenowetn. I never go to New York but what I like to go to 
the Chrysler Building and go up to the top and see his kit of tools 
and think: There is what Walter Chrysler used to become one of the 
industrial leaders of the world. That is still open to anyone. 
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Mr. Harness. That is right. 

Mr. CHENOWETH (continuing). Even in this day to the Walter 
Chryslers we hope will come along in the future. But we are not goin 
to do anything which is going to prevent a man like Walter Chrysler 
from achieving the ultimate of success which he did. 

Mr. Harness. I have seen so many people of that same category, so 
many people of—for instance, here was a thing that came to my 
attention the other day. The very foundation of the automatic trang. 
missions that we have on automobiles today came from a little fellow 
out in Los Angeles who, as an individual, got a notion of how you 
could put some gears together to accomplish a purpose and which ought 
to be something that you could put in an automobile transmission, 
And he was the fellow who was inspired by the patent system to 
spend some of his hard-earned dollars to do some experimental work 
in accomplishing the thing that he was starting out to do and made 
the very foundation of the automatic transmission business, which is 
of such terrific importance to the entire automotive industry today, 
And when you say that you are saying that incentive of the patent 
system, for goodness sake let us don’t ever do anything to depreciate 
it. 

Mr. Cugenowern. I wish we could take the time today, Mr. Harness, 
I know you could tell us more very interesting stories about what you 
have seen. 

Mr. Harness. I have enjoyed myself and I hope I have not talked 
too much. 

Mr. Cuenowetu. It has been very interesting. 

Mr. Mrrcney. Thank you very much. 

Mr. Yeacer. Mr. Chairman, before you call the next witness, I 
have been asked by J. Anthony Moran, former legal consultant to last 
year’s select committee and currently acting as General Counsel for 
the et and Astronautics Foundation, for permission to file a state- 
ment. 

Mr. Merowers. Tf there is no objection, the statement wi)) be filed 
and made a part of the record. 

(The statement of J. Anthony Moran is as follows :) 

The next witness this morning is Mr. Thomas M. Ferrill, Jr. chair- 


man of the National Association of Manufacturers Patents Astro- 
nautics Subcommittee. Mr. Ferrill? 


STATEMENT OF THOMAS M. FERRILL, JR., CHAIRMAN, PATENTS 
ASTRONAUTICS SURCOMMITTEE, NATIONAL ASSOCIATION OF 
MANDEACTURERS 


Mr. Fannin. My. Chairman and members of the subcommitee, my 


name is Thomas M. Ferril\, Jr. I am patent counsel for Phileo Corp. 


and Lam ehaimman of the Astronautics Subcommittee of NAM Patents 


Committee and am speaking today for the NAM. 


This association, as 1 am sure you all know, consists of some 20,000 
members of which it may be of interest to note that 83 percent have 
less than 500 employees and 28 percent of the full membership of 
the NAM have less than 50 employees. 


Therefore we speak for smal], medium, and larger producers as 
well as a cross section of all types of business enterprises. 
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You know full well from the discussions which have been pro- 
ceeding before you the views of many segments of industry, and the 
views Which our NAM Astronautics Subcommittee have on this sub- 
ject are generally in line with those which have been expressed before. 
Specifically, as my prepared statement explains, our committee ad- 
yocates the deletion of section 305 from the National Aeronautics and 
Space Act, the establishment of a new patent section, patterned after 
the section on patent rights of the Naional Science Foundation Act, 
and a modification of section 306 of the National Aeronautics and 
Space Act to be consistent with that change. 

We realize that these proposed changes coincide to a great extent 
with recommendations which have been expressed by Mr. John John- 
son, General Counsel of NASA, and we are greatly in sympathy with 
his view on this. 

We feel that the ee practice of the armed services in 
contracting for research and development, R. & D. contracts has been 
to require the contractor and any R. & D. subcontractor to grant to 
the Government a royalty-free license for the lives of the patents on 
any inventions first conceived or first successfully built and tested in 
the performance of the contract. This leaves with the contracting 
company the title to the patents, encouraging that company to under- 
take the developing and marketing of any commercial products which 
it may devise using the inventions or adaptations thereof. At the 
same time, it assures to the Government the full right to the use of 
the inventions, including the right to have the inventions used by 
others in performing services for or supplying goods to the Gov- 
ernment. 

Iam going to try to streamline a bit the treatment of this paper if 
I may, because I realize that time is moving along. I would like to 
have a copy of the prepared statement entered in the record if that 
isagreeable. 

Mr. Mircueti. If there is no objection, the statement will be in 
itsentirety made a part of the record. 

(The full statement of Thomas M., Ferrill, Jr., is as follows :) 


STATEMENT OF THOMAS M. FERRILL, JR., PATENTS COMMITTEE, NATIONAL ASSO- 
CIATION OF MANUFACTURERS 


Mr. Chairman and members of the subcommittee, my name is Thomas M. 
dy. am chairman of the astronantics subcommittee of NAM’s Patents 
Committee and I am speaking today for the association. 

The association consists of some 20,000 members of which it may be of interest 
to note than 85 percent have less than 500 employees and 28 percent have less 
tan 50 employees. Theretore, we speak for small, medium, and larger pro- 
Queers as wel) as a cross section of al) types of business enterprises. 

From the enactment into law of the National Aeronautics and Space Act of 
WWE, there have been Many expressions of deep concern about the patent pro- 
visions of section 305 of the act. The prevailing view is that in ca)ling for the 
acquisition of title in patents by the Government the act operates to the dis 
advantage of the Government, the public, and the potential contractors, large 
and small. We earnestly urge the enactment of legislation to accomplish the 
following changes in the law: 

1. To delete section 305 from the Na tional Aeronautics and Space Act of 1958; 

2, To establish a new patent section with reference to the National Aero- 
nautics and Space Act of 1958 patterned after the section on “Patent Rights” 
of the National Science Foundation Act of 1950;7 and 


142 U.S. Code, sec, 1871. 


See app. A for a copy of this section. 
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8. To modify section 306 of the National Aeronautics and Space Act of 1958, 
particularly to eliminate the reference to and dependence upon section 305, 

In making these recommendations we are mindful of the fact that 
coincide in major effect with recommendations expressed by Mr. John A, Johp. 
son, General Counsel of NASA, in his testimony before this subcommittee jp 
August 1959, and are mindful also of the questions and comments expressed at 
that time by this subcommittee. It is hoped that our comments as here pre- 
sented will be of some benefit to the subcommittee in its further consideration 
of these matters. 

The long-established practice of the Armed Forces in contracting for research 
and development (hereinafter abbreviated R. & D.) in various technical fields 


has been to require the contractor and any R. & D. subcontractors to grant to » 


the Government a royalty-free license for the lives of the patents on any invep. 
tions first conceived or first successfully built and tested in the performance of 
the contract. This leaves with the contracting company the title to the pa 
encouraging that company to undertake the developing and marketing of any 
commercial products which it may devise using the inventions or adaptations 
thereof. At the same time, it assures to the Government the full right to the 
use of the inventions, including the right to have the inventions used by others 
in performing services for or supplying goods to the Government. 

This manner of dealing with rights in patents on inventions growing ont of 
the performance of Armed Forces R. & D. contracts is not imposed on the 
Department of Defense by statute, but instead has evolved from decades of 
dealing between Government and industry as the most equitable and realistic 
arrangement considering the practical factors involved. 

Upon the enactment of the National Aeronautics and Space Act of 1958, pro- 
viding in section 305 that the National Aeronautics and Space Administration 
must require its contractors to assign to the Government all rights in the 
principal inventions developed in the performance of R. & D. contracts, it be 
came evident that there is urgent need for review of the Government’s research 
and development contracting policies. It is understandable that this Patents 
Subcommittee of the Science and Astronautics Committee, in recognition of the 
desirability of a uniform policy with respect to patents arising from inventions 
made by contractors in the course of their R. & D. contracts for the Government, 
is now inquiring as to whether the policy should be that or requiring only free 
license rights as long practiced in defense development contracts, or should be 
that of acquiring title to inventions. In weighing these alternatives, a serious 
question arises as to whether Government acquisition of title to the patents 
produced by R. & D. contracts is of benefit or detriment in each of the following 
areas: (1) Incentive to enter into research and development contracts; (2) 
financial benefit to the Government; (3) commercial adaptation of inventions; 
and (4) discrimination against small business. Specifically, the question arising 
in each of these areas is as follows: 

1. Incentive to enter into R. & D. contracts: Would the Government's insist- 
ence upon acquiring title to patents significantly reduce the incentive of large 
and small companies to enter into Government R. & D. contracts? 

2. Financial benefit to the Government: Is the Government in a position to 
benefit in any way from the acquisition of not only free license rights for its 
own use and procurements but also all other (commercial) rights in the resulting 
patents? 

3. Commercial adaptation of inventions: Would the adaptation of inventions 
made in the course of Government research and development contracts to com- 
mercial processes and products be expedited by Government ownership of the 
commercial rights rather than the retention of the commercial rights by the 
contractor? 

4. Discrimination against small business: Does the retention of title and 
commercial rights in patents by the contractor, under the present contracting 
practice of the Department of Defense, result in an advantage being accorded 
to large companies to the detriment of smaller companies, for which outright 
Government ownership of the patents might provide a remedy ? 

We are of the conviction that the answer to question No. 1 is affirmative, and 
the answers to questions Nos. 2, 8, and 4 are negative. Hence it would seem 
to be logical, not only to continue the policy long practiced by the Department 
of Defense of acquiring only a free license to the Government under patents 
produced in R. & D. contracts, but also to enact such amendatory legislation 
as here proposed, in order that this policy may, at the discretion of the Na- 
tional Aeronautics and Space Administration, be extended to emprace R. & D. 
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contracts to be established by said body. Let us now proceed to the considera- 
on of each of the four questions enumerated above. 

1, Incentive to enter into research and development contracts.—In regard to 
the first question, the Government’s insistence upon acquisition of title to patents 
does significantly reduce the incentive of both large and small companies to enter 
into Government R. & D. contracts; this reduction of incentive is most strongly 
felt by small companies. 

Contracts for R. & D. for a branch of the Department of Defense are in gen- 
eral reasonably attractive to small and large companies alike. Well known 
disadvantages of such contracts are the limitations on the profit to be directly 
produced through such R. & D. contracts and the lack of certainty of any sub- 
stantial production and sales to the Government ensuing therefrom. These dis- 
advantages are offset by the opportunities often afforded to the holders of R. & D. 

rime contracts or subcontracts to adapt inventions made in the course of the 
contract performance to fields of possible commercial interest, leading to the 
development of new commercial products or processes or the improvement of 
existing ones. Such commercial adaptation usually entails investment of con- 
siderable time, effort, and expense on the part of the contracting company, and 
investment which it is willing to risk in the expectation of ultimately bringing 
forth a profitable product and which it is justified in risking if it has patent pro- 
tection against immediate competition from the ever-present copyist. This 
prospect is attractive to companies large and small; it is more often of vital 
importance to small companies. 

In contrast, let us examine now the outlook presented to a company consider- 
ing the possibility of contracting to undertake a research and development proj- 
ect for the NASA on the basis now prescribed by statute. The only benefit cer- 
tain to accrue to such a company from the successful performance of an ade- 
quately funded NASA research and development contract or subcontract is the 
realization of a limited profit. Subsequent Government contracts for quantity 
production, if any eventuate, may be awarded to others on competitive bidding. 
No ownership of patent rights is assured, since title to inventions developed in 
the course of the contract by the personnel assigned to perform the research and 
development must be contracted for by the Government. According to the Na- 
tional Aeronautics and Space Administration’s interpretation of the act, the 
Administration is not empowered to agree in advance by contract to waive the 
right to ownership of such inventions as the contractor may thereafter make. 
Accordingly, the possibility that a NASA contract will lead to a risk-justifying 
commercial oportunity is dangerously diminished, and the attractiveness of such 
contracts to private companies, and particularly the small companies, is seriously 


2. Financial benefit to the Government.—With regard to the second question, 
the Government is not in a position to function as an effective exploiter of com- 
mercial rights in patents, since the ownership of a patent by the Government has 
the substantial effect of laying open to the public the commercial rights therein. 
Unlike the Government, a private owner of a patent on a commercially signifi- 
cant invention, being able to enforce the patent by suit against infringers who 
choose to ignore the patent, is accordingly in a position to establish licenses 
for reasonable value. 

The Government obviously is not in a position to enforce patents which it 
owns against unlicensed commercial users of the patented inventions. The in- 
stitution of suits by the Government for the infringement of Government-owned 
patents is unthinkable, and would be remote from the constitutional purpose 
for which patents are granted. Unless the Government is to be placed in the 
extraordinary position of threatening prosecution of commercial infringers and 
following up unheeded threats with legal attacks, it would not be in a position 
to persuade commercial users of the patented inventions to accept licenses re- 
quiring the payment of royalties to the Government. Accordingly, it is illogical 
and impractical for the Government to seek to establish itself as an effective 
owner of patents and dealer in commercial rights thereunder. 

3. Commercial adaptation of inventions—With regard to the third question, 
as to whether Government ownership of patents resulting from R. & D. con- 
tracts would expedite or retard the development of commercially useful and 
salable products and processes including the patented inventions, two factors 
stand out strongly against any improved likelihood of commercial development 
under conditions of Government ownership of the patents. One of these factors 
is the matter discussed above in regard to the second question—i.e., the effect 
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of Government ownership as substantially laying open to the public the cop. 
mercial rights in the patented invention. Companies understandably ayojg 
channeling their energies toward development of new products which, upon 
reaching commercial success, would immediately be freely available for many. 
facture by anyone without license. In planning the development of commercig 
products, a company logically channels its energies into paths where it alre 
has patent protection or hopes to produce by invention some basis for patent 
coverage. Otherwise, its costs and efforts to develop a product and bring it to 
market might not even be recovered in profits before competitors rush in to 
participate in the business in its infancy, unfairly capitalizing on the result of 
the initial developer’s labor and risk. 

For the other respect in which Government ownership of title to patents 
developed by research and development contractors is a deterrent rather thap 
a stimulus for the commercial development of inventions, one should consider 
the contrast between the favorable climate for commercial invention develop. 
ment in the company originating the invention, and the less favorable attitude 
toward the invention likely to be encountered in other companies which ulti- 
mately learn of it. In general, a company in which an invention has evolyeg 
through the initial stages of conception and evaluation provides the most fayor. 
able environment in which to carry out the adaptation and development of the 
invention to commercial uses. The retention of commercial rights in the inyep. 
tions made under Government research and development contracts accordingly 
enhances the likelihood that the contractor originating the invention will carry 
it through the necessary steps to make its benefits available commercially, 
Conversely, under Government ownership of the patent, a risk-justifying comp. 
mercial opportunity is dangerously diminished, and the attractiveness of such 
contracts to private companies, and particularly the small companies, is serj- 
ously lessened. 

4. Discrimination against small business.—In regard to the fourth question, 
the retention of title and commercial rights in patents resulting from Govern. 
ment research and development contracts by contractors of all sizes, while 
desirable to all potential contractors, results in more benefits to small companies 
than to large companies. ‘To illustrate this point, let us consider a Government 
contract for the development of an electronic computer required to regulate the 
operation of a space vehicle. Where the Government is content to acquire only 
free license rights, such a development contract is reasonably attractive to large 
and small companies alike. If the contract is awarded to one of the major 
computer concerns, the ownership of any resulting patents would be of minor 
significance in relation to the body of patents already owned by such a company, 
If it is awarded to a very small contractor, on the other hand, the ownership of 
the resulting patents and the opportunity to engage in commercial exploitation 
thereof are likely to be of primary importance to such a company. Considering 
the prospect of eventual commercial development of related products, the small 
company, if awarded the development contract, may eventually be enabled to use 
the commercial rights in the resulting inventions to overcome, wholly or partly, 
the patent advantage held by large companies with their great numbers of 
background patents. 

On the other hand, where the Government would acquire title to the inventions 
directly resulting from Government research and development contracts, as 
under section 305 of the National Aeronautics and Space Act of 1958, the small 
company may very well conclude that it cannot afford to channel its limited 
research and development manpower and facilities into such a contract. In con- 
trast, one of the largest companies in the field may undertake the contract not- 
withstanding the unfavorable conditions with respect to patents, since it will in 
many instances be able to rely on its previously established patent rights for 
protection over some aspects of its new commercial developments, and hence will 
not be wholly dependent upon owning additional patents resulting from the 
research and development contract. 

In discussions of the patent provisions of the National Aeronautics and Space 
Act of 1958, there has at times been mentioned an alleged “analogy” between 
requirement by an employer that its employee assign to it his inventions in the 
field of developmental activity, and the requirement under section 305 of the 
National Aeronautics and Space Act that the contractor assign its principal 
resulting inventions to the Government. It is respectfully submitted that this 
is not a valid analogy. First of all, an employer company provides for its en- 
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ployee the following elements which are not paralleled by the Government- 
contractor relationship : 

(1) The reasonable prospect of continuous salaried employment and op- 

rtunities for promotional advancement ; 

(2) Established research and shop facilities fully underwritten by the 

loyer ; and 
#3) Collaborating workers with their various skills, joining with the 
employee to constitute an effective team guided by the company’s manage 

ent. 
In addition, whereas the Government neither needs nor is in a position to make 
effective use of the commercial rights in inventions produced by its contractors, 
a company which engages in research and development work in a field of tech- 
nology not only is in a position to make important use of its employees’ resulting 
inventions but is usually quite dependent on its ownership thereof. 

Thus, the Government’s position with respect to a company contracting to 
perform research and development work (R. & D.) is quite unlike an employer 
company’s position with relation to its individual employees. 

In summary, the Government’s acquisitions not only of free license rights 
in inventions produced by contractors, but of the entire rights in the patents 
thereon is unproductive of benefit to the Government, because (1) it tends to 
reduce the incentive for potential contractors to enter into research and develop- 
ment contracts to the Government, (2) it is unproductive of any economic benefit 
to the Government, (3) it is inimical to the most favorable conditions for de- 
velopment of possible commercial adaptations of the inventions, and (4) it is of 
more detriment to small companies than to large companies. 

For these reasons it is strongly urged that the Patents Subcommittee of the 
Committee on Science and Astronautics consider favorably the amendatory leg- 
jslation recommended herein, to the end that the Administrator of the National 
Aeronautics and Space Administration shall not continue to be precluded from 
following, where his judgment would so dictate, the procedures as to patents 
which have proven feasible and desirable over many years of extensive con- 
tracting activity by the Department of Defense. 


APPENDIx A 


41 U.S.C. 1871 


Patent rights; protection of public interest or equities of individuals or organi- 
zations ; employees barred 

(a) Each contract or other arrangement executed pursuant to this chapter 
which relates to scientific research shall contain provisions governing the dis- 
position of inventions produced thereunder in a manner calculated to protect 
the public interest and the equities of the individual or organization with which 
the contract or other arrangement is executed: Provided, however, That nothing 
in this chapter shall be construed to authorize the Foundation to enter into any 
contractual or other arrangement inconsistent with any provision of law affect- 
ing the issuance or use of patents. 

(b) No officer or employee of the Foundation shall acquire, retain, or transfer 
any rights, under the patent laws of the United States, or otherwise, in any 
invention which he may make or produce in connection with performing his 
assigned activities and which is directly related to the subject matter thereof ; 
Provided, however, That this subsection shall not be construed to prevent any 
officer or employee of the Foundation from executing any application for patent 
om any such invention for the purpose of assigning the same to the Government 
or its nominee in accordance with such rules and regulations as the Director 
may establish (May 10, 1950, c. 171, sec. 12, 64 Stat. 154). 


Mr. Thank you. 

I would like to move now to say that in making our recommenda- 
tions for the consideration by this committee of a change in the NASA 
Act, and in recommendation that the armed services procurement 
regulations be the continuing policy for Government procurement 
and that an opportunity be provided for the NASA to procure R. & D. 
services and goods in the same manner, we feel that there are four 
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areas on which questions should be raised. These are as follows; No, 
1, on the subject of incentive to enter into R. & D. contracts: Wouj 
the Government’s insistence upon acquiring title to patents signif. 
cantly reduce the incentive of large and small companies to enter int 
Government R. & D. contracts 4 

No. 2, on the subject of financial benefit to the Government: Is the 
Government in a position to benefit in any way from the acquisitio, 
of not only free license rights for its own use and procurements by 
also all other, that is commercial rights in the resulting patents? 


Third, in regard to commercial adaptation of inventions: Wonk | 


the adaptations made in the course of Government R. & D. contracts ty 
commercial processes and products be expedited by Governmen; 
ownership of the ereentinoare 3 rights rather than the retention of the 
commercial rights by the contractor ? 

And fourth, the very important subject of discrimination againg 
small business, the question here is: Does the retention of title and com. 
mercial rights in a by the contractor, under the present contract- 
ing practice of the Department of Defense, result in an advan 
being accorded to large companies to the detriment of small com. 
panies, for which outright ove caarce ownership of the patents 
would provide a remedy ? 

It is our view that the answer to these questions, and I am sure it 
would be obvious to you as I went through the questions, are as fol- 
lows: First of all that the Government’s insistence on acquiring title 
to patents, that is commercial rights as well as governmental rights, 
does reduce the incentive of large and small companies to enter into 
Government R. & D. contracts, and, on the other three questions, as 
to whether there is financial benefit to the Government from owning 
commercial rights, as to whether commercial adaptation of inventions 
is enhanced or promoted by Government ownership of all rights in the 
patents, and on the question of whether retention of title is discrimina- 
tory against small business, we are convinced that the answer to each 
of those questions is negative. 

On the subject of incentive to enter into R. & D. contracts it is our 
view very simply that this incentive for commercial companies is 
greatly reduced when the Government insists upon acquiring title. 

Mr. Harness in his testimony before you reed has covered, I 
think, the main points that I have on that subject. They are that the 
principal motives for R. & D. contract work are the possible prospect of 
getting production work for the Government later on on a reasonably 
profitable and extensive mass production basis and the motive of 
getting commercial patent rights so that the developer may proceed to 
apply his energy to try to make commercial adaptations of some inven- 
tions or features which are worked out in the course of his work on 
Government contracts. 

Now, under the NASA provisions that latter feature is removed, 
and accordingly the contractor then has to hope that he will get 
quantity production work for the Government. The chance is not too 
great, oftentimes, because other companies will come in to bid and will 
have access to the knowledge and the patent rights which the developer 
produced, and accordingly the Government in general has to do its 
contracting with a mass producer who will give it the most favorable 
terms. 
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On the subject of financial benefit to the Government, if the Govern- 
ment is to seek to acquire commercial rights as well as the free license, 

id-up license for the lives of the patents, then, in effect, it is buying 
more than the Department of Defense has over the decades of its 
qmmed service procurement practice acquired for itself. 

In effect, it will find suppliers of research and development work 
more reluctant to deal with it and it will in turn find that in man 
instances it has to pay more. The question naturally arises: Will 
the Government get back this investment and will it be compensated 


: inthis area by the opportunity which it would then have to grant 


commercial licenses under these patents? The answer to that is that 
most companies would be most reluctant to enter into a commercial 
license to purchase commercial license rights from the Government 
and to pay any substantial money for them since they will in general 

rd a Government-owned patent as one which is available to them 
royalty free. The one thing that really makes patent licenses work is 
the availability to the owner of the patent of the right to enforce that 

nt. In the case of a private party, individual, or corporation 
owning a patent he can promote licenses under that patent because 
the companies or persons who want to make use of the patent realize 
that he has the power to enforce the patent against them. The Govern- 
ment in theory would have that power too, but as a practical matter 
[ think we all can hardly envision the U.S. Government going into 
court to sue a private company or an individual for infringement of 
a patent owned by the Government. This to us does not seem to be in 
line, anyhow, with the whole constitutional concept of our patent 


stem. 

Mthirdly, on the question of a commercial adaptation of invention, it 
isour view that the most eligible place, environment, company, labora- 
tory, and personnel, if you will, for the development of commercially- 
useful devices and commercial products, to make some use of govern- 
mental-developed inventions, that is inventions developed in Govern- 
ment contracts, is the same company or the same individual, large or 
small, which initially fostered the development. This can be extended 
down to the point of recognizing that actually the inventor, the ve 
man who produced an incentive idea is in general the man who will 
provide the greatest steam and impetus for further developing and 
enlarging into commercial products inventions which were worked out 
in the course of Government contracts. 

Recognizing this factor and recognizing that with Government 
ownership of commercial rights the patents are, in effect, laid open 
tothe public, I think it is clearly understandable that the Government 
does not profit through the ownership of the commercial rights in 


| patents but, instead, the Government as a whole, that is all of us 
_ profit more and benefit more from the opportunity of the originating 


company, the company making the development, to own the com- 
mercial rights in that and to have the incentive therefore to carry 
forward a program of developing a commercial product. 

On the subject of discrimination of small business, I want to just 
read this section of this paper if I may. With regard to the fourth 
question, the retention of ttle in commercial rights and patents re- 
sulting from Government R. & D. contracts by contractors of all sizes; 
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while desirable to all potential contractors, results in more benefit to 
small companies than to large ones. 

To illustrate this point, let us consider a Government contract fo 
the development of an electronic computer required to regulate the 
operation of a space vehicle. 

Where the Government is content to acquire only free license righ 
such a development contract is reasonably attractive to large and smal] 
companies alike. If the contract is awarded to one of the major con. 
puter concerns, the ownership of any resulting patents would be of 


minor significance in relation to the body of computer patents already | 


owned by such accompany. If it is awarded to a very small contractor 

on the other hand, the ownership of the resulting patents and the op. 

7, to engage in commercial exploitation thereof are likely to 
of primary importance to such a company. 

Considering the prospect of eventual commercial development of 
related products, the small company, if awarded the development con. 
tract, may eventually be enabled to use the commercial rights in the 
resulting inventions to overcome wholly or partly the patent advan. 
tage held by large companies with their great numbers of background 
patents. 

On the other hand, where the Government would acquire title to 
the inventions resulting from Government R. & D. contracts, as under 
section 305 of NASA, the small company may very well conclude that 


it cannot afford to channel its limited research and development man. | 


power and facilities into such a contract. 

In contrast, one of the largest companies in the field may undertake 
the contract, notwithstanding the unfavorable conditions with respect 
to patents, since it will in many instances be able to rely on its pre. 
viously established patent rights for protection over some aspects of 
its new commercial developments and hence will not be wholly de- 
pendent upon owning additional patents resulting from the R. & D. 
contract. 

Let me say, finally, I think, that there have been some mentions 
from time to time of an analogy between requirement by an employer 
that its employee se to the Government or to the employer, rather, 
his invention in the field of developmental activity and the require- 
ment under section 305 of NASA that the contractor assign its princi- 
pal resulting inventions to the Government. We submit that this is 
not a valid analogy. The employer-employee relationship is not par- 
alleled by the Government and contractor relationship in the follow 
ing respects: First, in the commercial situation, the reasonable pros- 
pect of continuous salaried employment and opportunities for promo- 
tional advancement is one of the things which is provided by a con- 
pany to its employee, which is not paralleled in the Government and 
contractor relationship. 

A second one is this: Established research and shop facilities fully 
underwritten by the employer. 

And third, and a very important one: The collaborating workers 
with their various skills joining with the employer to constitute an 
effective team guided by the company’s management. ; 

These are things which do exist in the employer-employee relation 
and they are very important reasons for an employee’s situation with 
his employer and there are reasons why the arrangement with respect 
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to patents being acquired by the employer is in that case logical and 
ary. 

wiforeover, whereas the Government neither needs nor is in a posi- 
tion to make effective use of the commercial rights in inventions pro- 
duced by its contractors, a company which engages in research and 
developmental work in a field of technology not only is in a position 
to make important use of its employees’ resulting inventions but is 
usually quite dependent on the ownership thereof. 

Thus, the Government’s  aeeee ye with respect to a company con- 
tracting to perform research and development work is quite unlike 
an employer company’s position with relation to its individual em- 

ees. 

ploy summary, the Government’s acquisitions not only of free license 
rights in inventions produced by contractors, but of the entire rights 
in the patents thereon is unproductive of benefit to the Government, 
because (1) it tends to reduce the incentive for potential contractors 
to enter into research and development contracts to the Government, 
(2) it is unproductive of any economic benefit to the Government, (3) 
it is inimical to the most favorable conditions for development of pos- 
sible commercial adaptations of the inventions, and (4) it is of more 
detriment to small companies than to large companies. 

For these reasons we strongly urge the subcommittee, the Patent 
Subcommittee of the Committee on Science and Astronautics, to con- 
sider favorably the amendatory legislation recommended herein. 

Thank you, gentlemen. I would like very much to answer any ques- 
tions you have have. 

Mr. Mircuett. Thank you very much. Mr, Quigley? 

Mr. Quiatey. I have no questions. 

Mr. Judge Chenoweth ? 

Mr. CHenowetH. That is a very fine statement, and it is very inter- 
esting, the point you bring out that the small business is the one most 
likely to suffer under Government ownership of patents. I think you 
have made a very excellent point. If the Government takes the pat- 
ent, then any commercial firm would have the opportunity to produce 
that item for commercial purposes, as I understand it. 

Mr. Yes, sir. 

Mr. Cuenowetu. Obviously the small business is going to be at a 

t handicap as against the Had company which will have the cap- 
ital and the manpower to put into such effort. 

Mr. Ferri. That is right, sir; we are convinced of that. 

Mr. Cuenowern. Has your association made a considerable study 
of that particular feature of the present act? Have you had specific 
cases called to your attention where small business has been apprehen- 


sive and has been reluctant to enter into a contract on account of this 


patent provision ? 

Mr, Ferritt. I, myself, am with Philco Corp., which is in the me- 
dium or larger-medium, or smaller-large business category, and ac- 
cordingly I cannot speak on that myself. 

Now, our committee includes some 200 companies, and they range 
right down the line to very small ones, and we have found that the 
views on this, among them, have been unanimous. There hasn’t been 
any divergence of the views. I should say, therefore, that from the 
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representation we have from small companies that we are convinced 
that this is correct. 

Mr. Cuenoweru. And we are safe in assuming, then, that busin 
small and large, without exception, recommends the repeal of see. 
tion 305? 

Mr. Ferrityi. Yes,sir. That is the experience we have had. 

Mr. Cuenowetn. Thank you, Mr. Chairman. 

Mr. Mrrcueti. Thank you very much, Mr. Ferrill, for your test. 
mony and your appearance. 

Mr. Ferritt. Thank you, Mr. Chairman. 


Mr. Mrrcuexi. At this point I would like to bring to the attentioy | 


of the members of the subcommittee, I am in receipt of a letter fron 
Mr. Clarence R. Miles, manager of the legislative department of the 
Chamber of Commerce of the United States, concerning the subjeg 
matter of the hearings, and he requests that his letter be included 
and made a part of the record in the hearings; if there is no objection, 
it will be so included. 
(The document referred to is as follows:) 
CHAMBER OF COMMERCE OF THE UNITED StatTEs, 


Washington, D.C., December 4, 1959, 
Hon. ERWIN MITCHELL, 


Chairman, Subcommittee on Patents and Scientific Inventions, House Commit. 


tee on Science and Astronautics, Washington, D.C. 


Dear Mr. MitcHELL: The Chamber of Commerce of the United States ree 
ommends that the National Aeronautics and Space Act be amended to permit 
the National Aeronautics and Space Administration (NASA) to follow the basic 
patent ownership policy of the Department of Defense, under which the Gor. 
ernment may require from contractors and subcontractors a royalty-free non 
exclusive license to use an invention but does not take title to it. 

This Defense Department policy, which is based upon many years of expe 
rience in buying complex equipment from the same companies doing busines 
with NASA, has the support of most businessmen who are engaged in defens 
contracting as prime or subcontractors. Furthermore, Congress has accepted 
it by acquiescence. 

The chamber supports this change in the Space Act for substantially the same 
reasons as those offered by NASA witnesses on November 30. It would le 
particularly helpful in— 

1. Avoiding inequities in dealing with private contractors. 

2. Avoiding, or at least minimizing, conflict and confusion with Defens 
Department policy in dealing with identical contractors, often on identical 
matters. 

3. Insuring the willingness of private contractors to do business with 
NASA. Some companies are now reluctant to do so. 

On the other hand, the chamber questions the advisability of giving NASA 
completely unrestricted authority in determining its patent policy, as propose 
in the amendments submitted by NASA on November 30. 

I would appreciate your making this letter part of the record of your current 
hearing: 


S. 
Cordially yours, 
CLARENCE R. MILES, 


Mr. Mircuery. The next witness is Mr. John Kenneth Wise, wh 
appears as a representative of the Patent Law Association of Chicago 


r. Wise. 


i 
I 
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STATEMENT OF JOHN KENNETH WISE,’ REPRESENTING THE 
PATENT LAW ASSOCIATION OF CHICAGO 


Mr. Wise. Mr. Chairman and members of the subcommittee, I ap- 

iate the opportunity to be here. I will try to be brief. 

My name is John Kenneth Wise. I am a member of the Chicago 
Bar Association and of the Patent Law Association of Chicago. I am 
here today representing both those associations. The Patent Law 
Association, as its name implies, is an association of patent lawyers 
in the Chicago area, with upward of 400 members active in the prac- 
tice of patent matters. 

The Chicago Bar Association is an association of general lawyers, 
numbering approximately 8,000 lawyers in the Chicago area. 

Written statements from each of these associations have been sub- 
mitted and, Mr. Chairman, with your permission, I would prefer 
not to read those, but I would like to have them included in their 
entirety in the record, if you would be so kind. 

Mr. hoa If there is no objection, they will be included in the 
record in their entirety. 

(The documents are as follows :) 


Report OF COMMITTEE ON PATENTS, TRADEMARKS, AND TRADE PRACTICES, CHICAGO 
Bar ASSOCIATION, RE NATIONAL AERONAUTICS AND SPACE ACT 


The patent system of the United States rewards an inventor by giving to him, 
for a limited term, the right to control the manufacture, use, and sale of his 
invention. This right is given in exchange for a full disclosure of the invention 
in the patent and the dedication of the invention to the public at the end of the 


term. 

The protected market provided by patent rights is particularly important in 
stimulating research and development work. The capital investment and operat- 
ing budget for research and development work are generally quite high, and often 
much research is not directly usable from a commercial standpoint. The patent 
protection accorded an invention is often a major factor in obtaining a return 
on the investment. Furthermore, patent protection fosters competitive research 
and often leads to significant improvements as a result of the necessity of find- 
ing some way of avoiding another’s patent. The relationship of the Federal 
Government to private industry, with regard to research and development con- 
tracts, is unique and cannot be compared with the relationship between two 
individuals or two private companies. The Government represents the people 
as a whole, and its primary objective is, or at least should be, to secure the 
maximum research results at a minimum cost. The Government does not sponsor 
research for use by it as a competitive economic tool, but for the knowledge 
derived therefrom. 

With the exception of the field of atomic energy which will be discussed be- 
low, by far the major portion of Government research and development contracts 
emanate from the Defense Department. These contracts are generally made un- 
der the provisions of the armed services procurement regulations which specify 


1Born Shelby, Ohio. 

Raised and attended public_schools in Valparaiso, Ind.; A.B., DePauw University ; 
LL.B., Chicago-Kent College of Law; M.P.L., John Marshall Law School. 

Married, no children, 

Admitted to practice before the U.S. Supreme Court, other Federal courts, the Supreme 
Court of Illinois, and the U.S. Patent Office. 

Patentee of a number of United States and foreign patents, author of a number of 
slentihe and lega) articles. 

Author of “Patent Law in the Research Laboratory,” Reinhold, 1955. 

Member, American Bar Association, American Chemical Society, Chicago Bar Association, 


Patent Law Association of Chicago. 


past chairman, Chicago Bar Association Committee on Patents, Trademarks, and Trade 
Past chairman, American Chemical Society Division of Paint, Plastics, and Printing Ink 
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that where a military department provides substantial financial support to q 
contractor for a project within the contractor’s independent research progra 
the military department may obtain patent license rights for the Gove 
(ASPR 9-107.3). This means that the Government may purchase products em. 
podying the invention from any supplier without the Government or the supplie 
having to pay royalty to the patent owner. However, the patent owner may 
enforce his patent rights in connection with nongovernmental use of the inye. 
tion. It is the feeling of many that this is the maximum interest which the 
Government should have in any invention developed by a contractor and which 
has a nongovernmental commercial use. 

In some instances, principally with regard to inventions which relate Solely 
to weapons and have no conceivable nongovernmental use, the contract between 
the Goverment agency and a research and development contractor may provide 
for an assignment of the invention and all patent rights to the Government, 
Even here, however, such provisions are included in the contract only after nego. 
tiation between the contractor and the Government agency. 

Another arrangement for handling rights under research and development cop. 
tracts was used recently by the Department of Health, Education, and Welfare 
for pharmaceutical research work. Under these contracts, the contractor retaing 
title to the patents resulting from the work and is sole supplier for both gover. 
mental and nongovernmental use so long as he can meet the demand. Even the 
Government cannot purchase elsewhere without infringement. If the contractor 
fails to supply the demand, the Government can compel the granting of licenses 
but only after notice and hearing and on payment of a reasonable royalty. 

The Atomic Energy Act of 1946 was the first general departure from the 
historic American patent policy. It excepted from private ownership patent 
rights in certain specified areas relating to atomic energy. The theory behing 
this exception was that the work was financed entirely by the Government and 
there were no substantial private rights or interests in atomic energy. There 
are many who feel that this exception was unwarranted and unnecessary. The 
initial, and rather rigid, provisions of the Atomic Energy Act relating to patents 
have since been made more lenient. 

In research contracts, the Government’s interest is in the effective, expeditious 
conduct of the research. It seems to your committee that this may best be ae. 
complished by providing maximum incentive to the contractor. In our view, 
the moneys received, usually cost plus a fixed percentage, under the contract do 
not amount to such incentive. The most effective incentive is provided by an 
opportunity to make profit by manufacturing and selling devices developed pur. 
suant to the contract. Where such devices have important nongovernmental 
uses, the incentive is strengthened. Where this incentive is lacking, companies 
with excellent research departments may not bid for Government research and 
development work. As a result, contracts may be let to companies whose re 
search departments are not the best available and work on contracts may not be 
pursued with maximum zeal and tenacity. 

With this background, we turn to a consideration of the National Aeronautie 
Space Act of 1958, approved July 29, 1958, which is especially notable in two 
respects. 

The act establishes a National Aeronautics and Space Administration anda 
National Aeronautics and Space Council, to carry into effect the broad purpose 
that “activities in space should be devoted to peaceful purposes for the benefit 
of all mankind.” The activities encompassed include not only those having to do 
with outer space but also flight within the earth’s atmosphere. Aeronautical 
and space vehicles include not only the vehicles, but related equipment, devices, 
components, and parts. 

The military phase of aeronautics and space investigations remains the re 
sponsibility of the Defense Department. All civilian functions are the re 
sponsibility of the new agency. The President is authorized to resolve any 
conflict between the two. 

The new agency is to “plan, direct, and conduct aeronautical and space 
activities,” enlist the cooperation of the scientific community, and provide for 
dissemination of information, consistent with security requirements. To per 
form these functions the agency may issue regulations, hire personnel, and fix 
their compensation, acquire real and personal property, enter into contracts with 
the services or other Federal agencies, hire consultants, settle minor damage 
claims, ete. The agency takes over the National Advisory Committee for Aere 
nautics with all its property and functions, together with functions of other 
agencies coming within the scope of this act. 
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ot particular interest to this committee are the provisions relating to patents. 
provisions were inserted in House-Senate conference without the benefit 
st any hearing or opportunity for comment. The provisions are modeled after 
those originally used in the Atomic Energy Act, but are significantly broader, 
and go far beyond the provisions of the armed services procurement regulations. 
Any invention made in the performance of any work under any contract is to be 
exclusive property of the United States and any patent thereon shall issue 
to the United States upon application made by the Administrator. The defini- 
tion of the term “contract” in the act is “any actual or proposed contract, agree- 
ment, understanding, or other arrangement, and includes any assignment, sub- 
stitution of parties, or subcontract executed or entered into thereunder.” 

The Administrator has the power to waive the Government’s ownership in 
any such invention, subject to the retention by the Government of an irrevocable 
nonexclusive, nontransferable royalty-free license throughout the world to the 
practice of the invention by or on behalf of the United States or any foreign gov- 
ernment pursuant to any treaty or agreement with the United States. 

As to any application filed which appears to the Commissioner of Patents to 
pave significant utility in the conduct of aeronautics and space activities, the 
applicant must, upon demand, file a statement setting forth the full facts concern- 
ing his invention and its relationship to any contract with the Administration. 
Upon receipt of the application and the statement, the Administrator may claim 
the invention for the United States. Title is to be tried by the Board of Patent 
Interferences. 

In addition, as to any issued patents the Administrator may claim title within 
5 years where he has reason to believe that the statement filed by the applicant 
contains any false representation of any material fact. 

In the present situation, we find a second area of subject matter being ex- 
duded from private ownership. As to activities in outer space, the arguments 
used to justify the atomic energy provisions would seem to apply with equal 
force, although many disagree even here. As to aeronautics, however, there 
exists a substantial private interest, and these two features are not severable 
under the terms of the act. 

The breadth of the act including parts and components creates still further 
problems as to such things as radio tubes, electronic gear, plastics, etc., all of 
which may be components of space vehicles and have significant nongovern- 
mental applications as well. 

An examination of the interest of the Government legitimately to be pro- 
tected in this area leads to conclusions rather different from the provisions of 
this new statute. The necessary incentive for contractors is not provided by 
the opportunity to secure a nonexclusive license under the Government patent, 
particularly when large capital expenditures may be required. The possibility 
of waiver by the Administrator similarly does not seem a solution, as it ap- 
pears implicit in the language of the statute that waiver is to be the exception 
rather than the rule. Further, the entire history of Government agencies sug- 
gests that waiver will be infrequently granted. 

It, therefore, appears to the committee that section 305 of the act should be 
repealed. We recommend the substitution of statutes consistent with the fol- 
lowing principles : 

1. The protection of the Government interest in inventions on research and 
development sponsored by the Administration under this act should be obtained 
in the same manner as now existing with respect to other Government research 
and development. The principal Government protection required by statute 
should be a royalty-free license to the Government for governmental purposes. 

2. A right in the Administrator to ownership of certain inventions should 
arise only where expressly provided for in a written contract between the Ad- 
ninistration and the contractor. No “contract” with the Administration should 
be presumed to exist unless actually entered into in writing. 

3. The use of a private patent to exercise control over the commercial use of 
an invention financed by the Government can be avoided by bargaining, with the 
agency and contractors agreeing on such varied limitations of the patent rights 
asmay be just under the particular circumstances. 

Among our objections to section 305 of the act are the following: 

(a) We specifically condemn the basing of governmental rights under patents 
on an all-inclusive definition of the term “contract” beyond its established legal 
meaning to include proposed contracts, understandings, and any other arrange- 
ments, and the power of the Administration to take any position it desires with 
regard to a “contract.” 
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(>) The purpose of the act is stated to be “that activities in space shonig be 
devoted to peaceful purposes for the benefit of all mankind.” We speci 
condemn this all-encompassing definition of air and space vehicles and actiyjtj 
which includes many things and activities that are earthbound or have no Dos. 
sible function in threatening peaceful use of outer space, to outline an areg in 
which private patent ownership is restricted. 

(c) An application for patent should not be burdened with the requirement for 
a written statement under oath setting forth full facts concerning the 
stances under which his invention was made merely because the application is 
directed to subject matter which might be encompassed in the all inclusive dog. 
nition of aeronautical and space activities and without some indication 
the Administrator has reason to believe he has a claim to an interest in the in 


tion. Furthermore, the Patent Office should not be burdened with the initia) 


administrative determination of the Administrator’s right to inventions, The 
determinations on contested cases should be made by court decisions under oy 
existing judiciary. 

(d) There is no need for Government seizure of patents on weapons as pro. 
vided in the act; existing laws and regulations are sufficient to protect the Goy. 
ernment against unauthorized sales of private weapons. 


RESOLUTION AND STATEMENT BY PATENT LAW ASSOCIATION OF CHICAGO ox 
NATIONAL AERONAUTICS AND Space Act oF 1958 


Resolved, That the Patent Law Association of Chicago recommend to the (Cop. 
gress repeal of section 305 of the National Aeronautics and Space Act of 1958 ang 
enactment of provisions consistent with the following remarks. 

Adopted by board of managers, November 24, 1959. 


STATEMENT 


The National Aeronautics and Space Act of 1958, approved July 29, 1958, ig 
especially notable in two respects. One is the breadth of language used in the 
act and second is the novelty of some of its provisions. 

The act establishes a National Aeronautics and Space Administration and a 
National Aeronautics and Space Council, to carry into effect the broad purpose 
that “activities in space should be devoted to peaceful purposes for the benefit 
of all mankind.” The activities encompassed included not only those having 
to do with outer space but also flight within the earth’s atmosphere. Aero 
nautical and space vehicles include not only the vehicles, but related equipment, 
devices, components, and parts. 

The military phase of aeronautics and space investigations remains under 
this act the responsibility of the Defense Department. Alli civilian functions 
are the responsibility of the new agency. The President is authorized to resolve 
any conflict between the two. 

The new agency is to “plan, direct, and conduct aeronautical and space ac- 
tivities,’ enlist the cooperation of the scientific community and provide for dis- 
semination of information, consistent with security requirements. To perform 
these functions the agency may issue regulations, hire personnel, and fix their 
compensation, acquire real and personal property, enter into contracts with the 
armed services or other Federal agencies, hire consultants, settle minor damage 
claims, ete. The agency takes over the National Advisory Committee for Aero- 
nautics with all its property and functions, together with functions of other 
agencies coming within the scope of this act. 

Of particular interest to this committee are the provisions relating to patents. 


These provisions were inserted in House-Senate conference without the benefit 
of any hearing or opportunity for comment. The provisions are modeled after 


those originally used in the Atomic Energy Act, but are significantly broader. 
Any invention made in the performance of any work under any contract is to be 
the exclusive property of the United States, unless waived, and any patent 
thereon shall issue to the United States upon application made by the Adminis- 
trator. The definition of the term “contract” in the act is “any actual or proposed 
contract, agreement, understanding, or other arrangement, and includes any 
assignment, substitution of parties, or subcontract executed or entered into 
thereunder.” 

The Administrator has the power to waive the Government’s ownership in any 
such invention, subject to the retention by the Government of an irrevocable, 
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nonexclusive, nontransferrable, royalty-free license throughout the world to the 
ctice of the invention by or on behalf of the United States or any foreign 
yernment pursuant to any treaty or agreement with the United States. 

As to any application filed which appears to the Commissioner of Patents to 
have significant utility in the conduct of aeronautics and space activities, the 

licant must, upon demand, file a statement setting forth the full facts concern- 

ing his invention and its relationship to any contract with the Administration. 

receipt of the application and the statement, the Administrator may claim 

the invention for the United States. Title is to be tried by the Board of Patent 
pterferences. 

In addition, as to any issued patents the Administrator may claim title within 

where he has reason to believe that the statement filed by the applicant 
contains any false representation of any material fact, 

These provisions go far beyond the provisions now existing in the armed 
services procurement regulations and in some respects are broader and more 
sweeping than even the original Atomic Energy Act provisions (which have 
since been made more lenient). The Atomic Energy Act was the first exception 
to traditional patent policy permitting private rights in inventions. This act 
excepted an area of subject matter from private ownership. The principal justi- 
feation for so doing was that there were no substantial private rights in this 
field and that the development work would be financed entirely by the Govern- 


Tee present situation, we find a second area of subject matter being excluded 
from private ownership, except upon waiver. As to activities in outer space, 
the arguments used to justify the atomic energy provisions would seem to apply 
with equal force, although many disagree even here. As to aeronautics, how- 
ever, there exists a substantial private interest, and these two features are not 
severable under the terms of the act. 

The breadth of the act including parts and components creates still further 
problems as to such things as radio tubes, electronic gear, plastics, ete., all of 
which may be components of space vehicles and have significant nongovernmental 
applications as well. 

An examination of the interest of the Government legitimately to be protected 
in this area leads to conclusions rather different from the provisions of this 
new statute. In research contracts, the Government’s interest is primarily in 
the effective, expeditious conduct of the research. It seems to us that this may 
best be accomplished by providing maximum incentive to the contractor. In 
our view, the moneys received under the contract do not amount to such incen- 
tive The most effective incentive is provided by an opportunity to commer- 
cially exploit devices developed pursuant to the contract. Where such devices 
have important nongovernmental uses, the incentive is strengthened. From this 
conclusion it appears clear that insistence on Government ownership of inven- 
tions is a provision so broad as to be damaging to the Government’s primary 
interest that the research activities be efficiently conducted. The opportunity 
to secure a nonexclusive license under the Government patent does not appear 
sufficiently attractive, particularly when large capital expenditures may be re- 
quired. The possibility of waiver by the Administrator similarly does not seem 
asolution, as it appears implicit in the language of the statute that waiver is to 
be the exception rather than the rule. Further, the entire history of Govern- 
ment agencies suggests that waiver will be infrequently granted. 

Among our objections to section 305 of the act are the following: 

A. We specifically condemn the all-inclusive definition of the term “contract” 
beyond its established legal meaning to include proposed contracts, understand- 
ings, and any other arrangements, and the power of the Administration to take 
any position it desires with regard to a contract. 

B. The purpose of the act is stated to be that activities in space should be 
devoted to peaceful purposes for the benefit of all mankind. We specifically 
contend that the patent system has proven to be of great benefit to all mankind 
by providing the proverbial fuel for the fire of genius and we specifically further 
contend that there is no ineonsistency whatsoever between the awarding of 
Patent protection to individuals for valuable advances in any art and the promo- 
tion of the long-range benefit of all mankind. 

©. We condemn the grouping of the new art of space activity with the highly 
developed art of aeronautics whereby activities heretofore openly available for 
individual development now fall within the broad and all-encompassing defi- 
uitions of the act and are therefore removed from the realm of private enterprise. 
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D. The Patent Office should not be burdened with the determination of 
Administrator’s right to invention. The determinations on contested cases should 
be made by court decisions under our existing judiciary. 

E. Applicants should not be burdened with written statements under 
setting forth full facts concerning the circumstances under which their invention 
was made merely because their applications are directed to subject matter which 
might be encompassed in the all-inclusive definition of aeronautical and Space 
activities. The U.S. Government is adequately protected against any disclosure 
or issuance of a patent which would be detrimental to the national security by 
the provisions of 35 U.S.C. 181-188 and part 5 of title 37 of the Code of Federg) 
Regulations. 

To the extent that the Government may claim an interest in pending appli- 
cations, it will have adequate means for requiring information of contrac 
parties by a procedure similar to that now followed under the armed Services 
procurement regulations. 

F. Existing laws and regulations are sufficient to protect the Government 
against unauthorized sales of weapons, and there is no need for Government 
seizure of patents on weapons. 

It, therefore, appears to us that section 305 of the act should be repealed. We 
recommend proposals that are consistent with the following: 

1. The protection of Government interest in inventions on research and devel. 
opment sponsored by the Administration under this act should be obtained py 
negotiation as now existing with respect to other Government research and 
development. The only Government protection required by statute should arise 
from royalty-free license to the Government for governmental purposes. 

2. The Administrator’s right to the inventions should be expressly defined jp 
a written contract between the Administration and the party engaged to perform 
work for the Administration. Whether contract with the Administration exists 
should be determined according to general established principles of law. 

THE PATENT LAW ASSOCIATION OF CHICAGO, 
By BENJAMIN H. SHERMAN, President. 


Mr. Wise. I will describe the statements very briefly. They ar 
quite parallel in pattern and completely consistent in conclusions, 
They are statements of the sort that these two associations would 
prepare in connection with pending legislation. They appear as to 
enacted statutes because section 305 of the Space Act was written in 
in conference; there was no opportunity for hearings or for comment 
at the time that section was being considered, so that this first formal 
consideration and expression by the associations necessarily had to 
come by way of comment on an existing statute. 

The statements summarize briefly the patent provisions of the act 
and conclude with the recommendation that section 305 be repealed. 
I would like just as a typical, as a conclusion typical of both asso- 
ciations, to read the conclusion of the patent law association’s state- 
ment: 

It therefore appears to us that section 305 of the act should be repealed. We 


recommend proposals that are consistent with the following: 
1. The protection of Government interest in inventions on research and devel- 


opment sponsored by the Administration under this act should be obtained by | 


negotiation as now existing with respect to other Government research and 
development. The only Government protection required by statute should arise 
from royalty-free license to the Government for governmental purposes. 

2. The Administrator’s right to the inventions should be expressly defined in 
a written contract between the Administration and the party engaged to per- 
form work for the Administration. Whether a contract with the Administration 
exists should be determined according to established general principles of law. 


Now, if I may, for just a few minutes, I would like to explorea 
few fundamentals, to get away from the possibility of legalistic con- 
cepts of who paid for what and should get what, but let’s consider 
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frst the fundamental of what it is the Government wants when it 
enters into a research and development contract. 

Obviously, the Government has a problem. It wants a solution to 
the problem, and the solving of that problem is the thing for which 
the Government is hiring the contractor. 

Many problems, as I am sure you are aware, are solved without any 

atentable invention arising whatever. The presence or absence of 
patentable invention is an incidental feature in the solution of the 
roblem. Sometimes they come, sometimes they don’t. 

Now, the interest of the Government, therefore, is to get the problem 
slved and to get the problem solved the Government wishes effective, 
expeditious conduct of the research. 

at is the best way to get that? Well, the best way to get that, 
the maximum effectiveness of the research effort, is to provide a 
maximum incentive to the man who is doing the research. If we con- 
sider first the typical research contract which provides cost plus a 
small percentage over cost, 3 to 5 is the range I have heard mentioned 
most often, there isn’t a research laboratory in the country, gentle- 
men, worth its salt that can’t make much more than 3 to 5 percent 
over its costs in commercial research. So that that 3 to 5 percent does 
not provide an incentive to the contractor to pull his research staff off 
more profitable activities and devote them to solely solving this prob- 
lem for the Government, without more. 

Now, how can an incentive best be provided? It is our view that 
the best incentive is to permit the contractor an opportunity to make 
acommercial profit by commercial exploitation of the device that may 
be produced pursuant to the contract. 

The interest of the Government legitimately to be protected merits 
examination, too. The Government wants the problem solved. What 
interests does the Government have that should be protected in con- 
nection with getting this problem solved? Well, the first thing, if the 
Government pays for getting the problem solved, the Government 
should not pay again to 7 the things that result from solution to the 
problem. ‘They have paid for it once, they should then be entitled 
to it. 

The second thing, they should not be bound to one source of sup- 
ply which may, for any one of a variety of reasons, turn out to be 
inadequate. They should have available to them multiple sources of 
supply on this solved problem, whatever it may be. 

If you look at it in that light, the Government’s interest is ade- 
quately protected by an irrevocable, royalty-free license to the Gov- 
emment for Government purposes. That gives them availability 
without further payment, for the research, that is; that gives them 


_ access to multiple sources of supply. And looked at from the contrac- 


tor’s standpoint, it provides the contractor with the maximum incen- 
tive to carry forward the expeditious, efficient research which is what 
the Government wants and needs. 

So, the position of these two associations is one that I think must be 
considered completely sound, that the only statutory requirement 
should be for this royalty-free license to the Government for gov- 


ermmental purposes. 
_ Now, I would recommend that the flexibility that may be required 
m situations which I can’t visualize, but I am willing to concede 
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might exist, the flexibility that may be desirable, could be expressed jy 
the statute, I think, by setting forth that this royalty-free license jg 
the minimum for which the Government should contract. 

Now, if I may turn for just a moment to the Monday release of the 
proposals of the National Aeronautics and Space Administration fop 
amendment to section 305, I think certainly that their proposal is g 
tremendous step in the right direction. I do not, however, regard jt 
as ideal, and I would like to make just a few comments about that. 

In the first place, I think subsection (a) approaches the thing back. 
ward, from our views. It sets forth that the Administrator can make 
a contract and for varying degrees of rights, and so on, provided jf 
he gives the title he retains a royalty-free license to the Government, 

ell, that smacks some of the same philosophy that it is in the 
present act, although I concede it is much more lenient. I would pre 
fer to approach it in the fashion that we would regard as the straight. 
rises 4 fashion, simply say that the contract should, as a minimum, 
give the Government a royalty-free license. 3 

Now, further in section (a), I think section (a) is a little broader 
than it was intended. As I read section (a), it says that if one 
purpose of the contract is research and development, then this roy. 
alty-free license, as a minimum, accrues to the Government. We 
to me, if you have a contract, 5 percent of which is for research and 
95 percent is for ordinary commercial production, you would be re. 
quired, then, to give the Government a license under any devel 
ments in connection with the commercial production. I doubt if that 
was intended, and I think that language could be clarified. 

Now, sections (b) and (c), relating to waiver: I am not sure I like 
the waiver philosophy. Again, it seems to be going at the matter 
backward. The agency, as I am sure you know, has come up with 
some new regulations on waiver in which they have introdueed the 
concept of a voidable waiver. Well now, to me a voidable waiver 
is a little like waiting for the man in the hotel room above you to drop 
that other shoe. 

Specifically, as to section (c), I think I know what they are trying 
to say—I hope I do—but to me it is unclear in the statement that 
as to any contract previously entered into the Administrator may 
waive, he may also amend the contract without further consider- 
tion, but as to that he can’t waive. Well, those two things don’t read 
quite consistently to me and I think some clarification would be r- 
quired there. 

As to philosophy, finally—this is the final point I want to make— 
and this is covered at some length in the statements and I will try 
to be brief. As to philosophy, the industrial experience of this coun- 
try under the patent system, since its establishment, and since the 
establishment in 1936 of the present form of the patent laws is, I 
think, a real tribute to the strength, the vitality and the contribution 
that the patent system has made to our industrial welfare, and I 
think that in the face of that record of experience any legislative group 
makes a real mistake by adopting legislation inconsistent with that 
record of experience, based on what may be good, bad or indifferent 
theoretical considerations. 

I speak now of both the Atomic Energy Act and the Space Act of 
1958. The Atomic Energy Act was the first instance in our patent 
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history Where an area of subject matter was carved out and removed 
from the opportunity for private ownership of patents. That was 
the precedent. The Space Act is the second one. If you gentlemen 
in Congress permit those precedents to stand, I can’t guess what is 
going to be the next area of subject matter taken away from private 
ownership or how many more there are going to be, but with two 
standing precedents, it is going to be much easier for the Congress to 
carve out a third, a fourth, and a fifth, and so on, areas of subject 
matter that are removed from any opportunity of private a 8a 

[ think in the face of the record of the patent system that is phil- 
osophically a mistake, and I recommend both for myself and on be- 
half of the associations I represent that section 305 of the Space Act be 
amended as indicated. And I recommend for myself—I do not here 
speak for the associations, as I have not in my comments on the NASA 
proposal as to section 305, as they have had no opportunity to see 
that—but for myself, I think it would be entirely appropriate to 
have one statute relating to Government rights in patents under re- 
search and development contracts—and I think it could have appro- 
priately been in the fashion proposed by these two associations spe- 
cifically for the Space Act. 

Thank you very much, Mr. Chairman. 

Mr. Mirenei. Thank you very much, Mr. Wise. I have only one 
question. As I gather from the language that NASA proposed, it is 
not so much what they could do under the provisions of their proposal 


that you object to, but it is the manner in which they approach the 
problem 

Mr. Wise. Yes,sir. It seems to me that 

Mr. Mircneti. You are saying, in effect: Now, this is what the 
Government can give to the contractor. 

Mr. Wise. Yes, sir. 

Mr. Mircnett. And you feel it should be just to the reverse, the 
language should be, in effect: this is what the contractor must agree 
todo with the Government before contracting. 

Mr. Wise. It seems to me that approaching it from the other direc- 
tion, Mr, Chairman, provides a much more definitive guide for the 
Administrator in setting up his contract regulations. 

Mr. Mircuety. Basically, you feel that, philosophically, that patent 
rights do not lie within the Government, basically, and the Govern- 
ment is not really giving anything when it gives those, but the patent 
right lies with the developer, and if he is going to contract to possibly 
convey away any right, it would be him giving, rather than the Gov- 
ernment giving 

Mr. Wisr. Yes, sir. 

Mr. Judge Chenoweth. 

Mr. Cuenowretu. Mr. Wise, what would your answer be toward 
repeal of section 305 with no subsequent legislation, just repeal sec- 
tion 305 in toto, that which deals with the patent section? We would 
berepealing then the provision to which you object ? 

Mr. Wise. Yes, sir. 

Mr. Cuenowrrn. The reason I mention that is you mention in your 
recommendation for repeal that the only Government protection re- 
quired by statute should arise from royalty-free license to the Gov- 
ernment for governmental purposes. 

488275929 
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Mr. Wise. Yes, sir. 

Mr. Cuenowern. Now, is legislation required for that? The Dg. 
partment of Defense has been operating under a policy, for may 
years, where the Government takes the royalty-free license, and it dogs 
so without statute. Do we need any statute in this field ¢ 

Mr. Wisr. Well, sir, I think you do. We have myriad Governmey 
bureaus and agencies, a great many of whom are conducting research 
and development, and a great many of whom go around to the same 
companies. And I think uniformity of Government policy is hi hly 
desirable. I have no criticism of the Department of Defense policy 
but there is no statutory reason why the Fepeshiane of Defense can. 
not completely overturn that policy tomorrow. I think for yj. 
formity in treatment by all Government agencies a single overriding 
statutory policy isa highly desirable thing. 

Mr. Cuenowetu. I think you are right, Mr. Wise, but of course we 
can’t do that in this committee. All we are dealing with here is the 
Space Act. 

Mr. Wise. Yes, sir. 

Mr. Curenowetu. That is the only jurisdiction this committee cap 
act within. So that wouldn’t affect the Atomic Energy Act or De. 
partment of Defense policy. I want your opinion on what you think 
we should do in this particular field at this time. 

Mr. Wise. I think that section 305 should be replaced by a provyi- 
sion which would call for a contract, which at the minimum would 
give to the Government this royalty-free license. I would recommend 
that section 305 be repealed and not just left there, but replaced with 
such a provision, and I would urge each of you gentlemen—although 
this is not, as you properly suggest, the jurisdiction of your subcom- 
mittee—I would urge each of you gentlemen, if you agree with that 
position, that you make your voices heard with the other committees 
and see if the Congress cannot be induced to adopt an overriding pdl- 
icy as to all Government agencies which would say that. 

Mr. Crenowetn. I agree with you, such legislation would be very 
desirable. I don’t know if it is going to be practical or obtainable at 
this time, but we are engaged of course now with the immediate prob- 
lem of dealing with the Space Act. 

Mr. Wiser. Yes, sir. 

Mr. Cuenowetn. Thank you very much, Mr. Wise. 

Mr. Mircuett. Mr. Quigley ? 

Mr. Qutetey. Mr. Wise, I am in 100-percent accord with you on the 
desirability of a uniform Government policy on matters of patents 
My colleague from Colorado is absolutely correct when he points out 
this is beyond the purview of this particular subcommittee. All we 
are charged with, all we are responsible for at the moment is to de 
cide whether or not section 305 of the Space Act should be changed, 
and, if changed, in what manner. 

Now, I think we could make a contribution, this committee could 
make a contribution toward an ultimate achievable uniform policy if 
we come up with a sound effective recommendation that will prove 
workable for NASA and thus demonstrate to all the other agencies of 
the Government and all the contractors who deal with the Grovernmetl, 
that the NASA way of doing it is the right way. 
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Now, I gather when you suggest that the act be passed, it should 
rovide in the contract negotiated by NASA the minimum the con- 
tract should provide is a royalty-free nonexclusive license in the Gov- 
ernment. Now, the word “minimum” I am emphasizing at the mo- 
ment. I gather from that, or I infer from that, that you are ready to 
concede the possibility of situations existing where NASA should or 
might, in the public interest, insist upon something more than a 
royalty-free nonexclusive license in the Government of the United 
tes. 

oer, my question is this: Do you feel that it is the further respon- 
sibility of this committee and of the Congress to attempt to spell out 
the conditions under which we feel something more than the minimum 
should be sought, or do we leave this solely and exclusively to the dis- 
cretion and the good judgment and the soul searching of the NASA 
Administrator, whoever he may be from time to time ? 

Mr. Wise. May I answer that this way? The specific language to 
which you refer was included in these statements perhaps as a humble 
thing. None of us are able to visualize any situation in which the 
Government needs more than this royalty-free license. We do, how- 
ever, very humbly, agree that we are not omniscient, we concede that 
there may be a ergo that we haven’t thought of where that would 
be required. So we suggested it in that fashion to allow some latitude 
tothe Administrator in case some situation should arise where it would 
be desirable for the Government to have more than the license, even 
though we can’t think now of what that situation might be. 

Mr. Quieter. So, since you can’t think of it, you can’t very well 
suggest the terms and conditions and situations under which Congress 
might enumerate it ? 

Mr. Wise. That is correct, I personally cannot visualize any situa- 
tion where the Government interest is not completely protected by 
the license. 

Mr. Quicitey. You see, the thing that bothers me about this is that 
in all of the situations that we , See considered, National Science 
Foundation, NASA, Atomic Energy, and even the regulations of the 
DOD, which has no statutory basis, in every instance there is discre- 
tion left tothe administrative agency. 

Mr. Wiser. Yes. 

Mr. Quictey. Now, what has happened in every case, however, is 
that a rule is laid down and it becomes the way of doing it. The 
Department. of Defense, for all practical purposes, never takes title. 
The Atomic Energy Commission, for all practical purposes, never 
gives one up. 

Mr. Wise. Yes, sir. 

Mr. Quieter. Now, I think the Congress, perhaps in an ineffective 
manner, attempted to give to NASA a discretion which, as I read the 
act, was not intended to be as strict and with as much Government. 
ownership as was called for in the Atomic Energy Act, but unfor- 
tunately the Administration, people charged with the interpretation 
of that act, have, I think, pretty much interpreted it as requiring them 
to take title, and then we will look the situation over later. 


I don’t know whether they have had to interpret the statute that 
way, I am not saying that if I were charged with the administration 


of it I wouldn’t have interpreted it that way for my own protection, 
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and I don’t say that I blame industry for chafing under it and wishing 
to have it changed. 

What I would like to do is go back part of the way, but. not all of 
the way, because I, too, can’t sit here and enumerate the situations 
where I think the Government should take title to a patent. 

Yet, I can conceive that there are situations. I am in disagreement 
with those witnesses who have come before us and said they can't 
think of a situation, or conceive of a situation, where Government 
ownership would be desirable. I think in the atomic energy field, to 
date, and for some time in the future, there may be instances. I alg 
feel at the same time that the Atomic Energy Commission has gone 
“whole hog” in the wrong direction. I think they are taking title to 
everything for all practical purposes, and this I don’t think is wise, 

My problem is how can we draft a statute that will not cause the 
pendulum to swing all the way in the direction of title for contractors 
and inventors, or all the way in the opposite direction with title always 
ending up in the Government. 

Mr. Wiser. Well, as one possibility, you could write your substitute 
section 305 as setting forth only the royalty-free license. Then, under 
the Government’s powers of eminent domain, if a patent issued that 
they wished to acquire, they could acquire it as they acquire any 
other property. 

Mr. Quictey. With, of course, the resulting damages and compen- 
sation being payable? 

Mr. Wise. Yes, sir. And I don’t think that would run up the cost 
to the Government. Asseveral of the previous witnesses have pointed 
out, the bid price by the contractor, if he is giving the Government only 
a royalty-free license, is apt to be lower than if he were giving the 
Government the full title. So in effect, the Government might be 
paying in two steps to acquire first. the royalty-free license and later 
the title, if they decided they needed to acquire it, under their eminent 
domain powers. I suggest that as a possibility, not a formal recon- 
mendation. 

Mr. Quictry. I appreciate the suggestion. Let me direct two short 
questions to another part of your testimony. You mentioned that 
the typical research contract of the Government would probably call 
for something like a 3- or 5-percent markup profit. That is the usual 
figure ? 

Mr. Wise. Yes. 


Mr. Quieter. In private research and development contracts, what , 


would the figures likely be ? 

Mr. Wise. I am not sure I understand your question. Do you 
mean if one company 

Mr. Quictey. If a client of yours decides to take on a research and 
development contract for General Motors, as distinguished from 
NASA, if he struck a bargain with NASA at around 3 to 5 percent, 
this would be a typical situation. What would be the situation in 
dealing with Westinghouse or General Motors? 

Mr. Wise. Well, you have two classes of clients to consider there, 
or two classes of research organizations who might be clients. You 
have a research organization which is a part of a manufacturing 
operation, and of course they are numerically and dollarwise a small 
segment of the manufacturing operation. That would be one class 
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That class would not be apt to take a research contract as such front 
General Motors. They would, instead, conduct the research at their 
own expense in an effort to develop something that they could sell to 
General Motors. ‘That would be the more typical way that would go. 

Now, as to a research institute or a university or a member of a 
university faculty, I just have not had sufficient direct contact with 
that sort of thing to give you an intelligent answer. Many of these 
foundations are set up on a not-for-profit basis, for one thing, so that 
there would conceivably be a difference between a not-for-profit re- 
search institute and a for-profit research institute. A college rofes- 
sor in a university might be a still different thing. I am afraid I 
can’t answer the question, sir. 

Mr. Quietry. I have read something into your testimony that ae 
haps isn’t there. I got the inference from what you said that in these 
typical research and development contracts which an industry or a 
a or anybody else is willing to take from the Government, that 
the profit is meager ¢ 

Mr. Wise. Yes, sir. 

Mr. Quictey. Now, I was trying to contrast that and decide in my 
own mind what kind of profits they are passing up. Are they passing 
up 25-percent profits, 121-percent profits, or what 

Mr. Wise. Oh, I see what you mean now. Now we are talking 
about the research organization of a manufacturing company and the 
sort of money it can make for the company by concentrating on the 
company’s problems rather than the Government’s problems. That 
was the purport of the situation. I am sorry, I misunderstood your 
previous question. 

That is a highly variable thing, sir. The more successful the com- 
pany, the more good profitable things come out of its research depart- 
ment. The less successful the company, the fewer there are, just as 
one set of factors that contribute to corporate success. 

If we want to go to a situation that has been mentioned before this 
committee earlier this week, if you take the Polaroid Corp., it started 
out with a patent on the Land camera, an invention there. It started 
out with polarizing glass, both patented. There you would say the 
entire profits of the company came from research efforts. 

I have heard it said as to some of the big chemical companies—and 
Iam pulling numbers out of memory now—so they may be only 
approximately accurate—that the Du Pont Co.’s profits are 60 per- 
cent on materials that weren’t even known 10 years ago. So as to 
that, all those profits came from their research operation. But I 
think it is fair to say that as to this 8 to 5 percent, a good research 
organization, which is the kind the Government would like to do 
business with, naturally, a good research organization will make many- 
fold,3 to 5 percent of its costs for its employers. 

Mr. Quiciry. Now, for its employer, do you mean its own com- 


pany! 
r. Wisr. Yes, sir. 
Mr. Quiciry. I am trying to get clear in my mind as to how ex- 


ovate subcontracting research and development work is in private 
indust 


Mr. Wiss: Not very. It isa minor segment. There are, of course, 
as I indicated earlier, research institutes, college faculties, and so on, 
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that are used to supplement the research facilities of the manufactur. 
ing corporations, the captive research facilities, if you wish to cal] 
them that. But in any instances with which I am familiar, the captive 
facilities are either the very, very major portion of the company’s 
research activity or its entire research activity. The contract je. 
search is a minor segment of industrial research. 

Mr. Quictey. Where it exists, do you know what the standard and 
usual provision is about the patentability of inventions developed dur. 
ing the course of the project ? 

r. Wise. You mean where the title ends up? 

Mr. Quiatery. Yes. 

Mr. Wise. I have seen proposed provisions that range all the wa 
from complete title in the research organization to complete title in 
the manufacturing corporation, and I would say that is a subject of 
negotiation between the two private parties. 

Mr. Quie.ey. So that if the analogy between the employer and the 
employee, vis-a-vis the Government and a contractor, is not vali 
and the analogy between a contractor and a subcontractor and the 
Government and a contractor is more appropriate, as has been sug. 

ested by at least one witness before us, perhaps this committee would 
be wise to look into the practices which prevail as far as the disposi- 
tion of patent title between industrial contractor and a subcontractor 
who is doing research for him? 

Mr. Wise. I am not sure I would recommend that, sir. Because I 
don’t think it is a valid analogy to equate a Government—— 

Mr. Quieter. I suggested to the witness that I didn’t think it was 
p< ots valid, but I think it is more valid than the employer. 
emp oyee one. 

Mr. Wise. I agree with that. But the Government, on one side, and 
the private contractor on the other side, is totally dissimilar, in my 
view, from two private contractors dealing with each other. With two 

rivate contractors, one can visualize that each could have a very 
egitimate commercial reason for owning title to the patent. In the 
case of the Government, there is no commercial reason for the Govern- 
ment to own title to the patent, or none that I have been able to dis- 
cover. So that at that point I think the analogy might lead you to 
some misleading statistics. 

Mr. Quictry. That is all, Mr. Chairman. 

Mr. Mr. Yeager. 

Mr. Yeacer. One question, Mr. Wise. 

You testified that you felt the Government should, in setting up a 
statutory standard, require in its R. & D. contracts the irrevocable 
nonexclusive license, royalty free? 

Mr. Wise. Yes, sir. 

= Yeacer. Is it your impression that the proposal before us does 
that ? 

Mr. Wiser. The proposal is capable of that interpretation, Mr. 
Yeager. The thing that worries me is I think it is also capable of 
some other interpretations. 

Mr. Yracer. I am aware of that, but as I read the thing, this is not 
required. It only says that whenever the contract provides for the 
vesting of title, then the waiver may be made subject to these provi- 
sions of keeping the license, but it does not in the first instance, as you 
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testified, in section (a) say that the Government shall in every case 

take a license to use. In other words, they could bargain that right 

entirely away, as I read it. t 
Mr. WIse. Well now, just let me take another quick look at section 


I think you are right. Perhaps I was confused in my statement 


| there as to section (a) My notes as to section (a) refer only to this 


question of one of its purposes, the performance of experimental, and 
n work. 

a me, that would suggest, as I indicated previously, that even a 

contract where the primary purpose is commercial production, if a 

minor purpose were experimental, then there could be acquisition of 

rights under the commercial portions of the contract, and I think that 

may be a little broader than the agency intended. 

Mr. Yeacer. This question was raised with the NASA General 
Counsel, when he came up here, and he said that it would be their 
policy, without doubt, to take that license in every instance. But m 
question to you, then: Would you recommend that this be amended, 
at least to the extent of requiring that a license be taken in every 
instance ? 

Mr. Wise. Yes, sir, I would, as to research and development. con- 
tracts only. I am not speaking of supply contracts, production. con- 


tracts. 

Mr. Yeacer. Thank you. 

That is all, Mr. Chairman. 

Mr. Mircueti. Mr. Carstarphen ? 

Mr. CarsTaRPHEN. No questions. 

Mr. Cuenowern. Could I ask just one question ? 

Mr. Mircuetu. Yes. 

Mr. CHENOWETH. Song back to the line of questioning I employed 
previously, Mr. Wise: All you are seeking here is for the Government 
tomake sure that the Government will have this nonexclusive royalty- 
free license for Government purposes ? 

Mr. Wisr. Yes, sir. 

Mr. CuenowetH. Why couldn’t we repeal section 305 and in its 
place adopt that language, that the Government will have that right in 


al. & D, contracts? Doesn't that accomplish what we are trying to 


do, what you want done? 

Mr. Wisz. Yes, sir. 

Mr. CuzenoweTu. How much further do you want us to go? 

Mr. Wisr. That, as far as I personally am concerned, is enough. 

Mr. Cuenoweru. You say you cannot conceive and no other patent 
attorney who has been before us has been able to conceive of a situa- 
tion where the Government would benefit by ownership of the title. 

Mr. Wiser. Yes, sir. 

Pe Cuenowetu. Now, isn’t this about as far as you need to go 
en? 

Mr. Wise. Yes, sir. I was willing to stretch a point in case there 
were situations that somebody smarter than I had thought of that 
hadn’t occurred to me. But if you are satisfied that no such situa- 
tions exist, I would certainly support a simple provision that each of 
those contracts shall give a ei license to the Government. 


Mr. Cuenowetu. You do feel we should go that far? 
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Mr. Wiser. Yes, sir. 

Mr. Cuenowertu. I had first had the impression that maybe by the 
repeal of section 305 it would accomplish what you want done, 

r. Wise. I maybe have a little less confidence in administratiye 
regulations than you do, sir. I would like to see something set up 
that closes them into a defined area. 

Mr. Cuenoweru. Well, agencies have been known to change their 
minds, 

Mr. Wiser. Yes, sir. 

Mr. Cuenowetu. We recognize that. But you feel it would be | 
desirable to write this into the substitute for section 305 that simple 
language ? 

Mr. Wise. Yes, sir. 

Mr. Curenoweru. And that would, for all practical purposes, take 
care of the needs of all the parties concerned, fully protecting the 
Government and giving the contractor what he wants and not dis. 
turbing basic patent law ? 

Mr. Wise. Yes. 

Mr. Cuenowetu. That is what we are all seeking to accomplish 

Mr. Wise. That is what I am seeking to accomplish. 

Mr. Cuenowern. Thank you very much. 

Mr. Quictey. If we adopt that language, what happens when 
NASA attempts to negotiate a research and development contract 
that is partly funded with NASA money and partly funded with 
Atomic money ¢ 

Mr. Wise. You have a good question. My initial suggestion would 
be let’s do this research under two contracts. 

Mr. Cuenowern. Well, NASA has come to us mostly because 
they have difficulty in negotiating joint contracts with DOD funds 
and their funds, where they have to say to the same contractor this 
part of it is funded by NASA funds and the rule on patents must be 
this way; this part is DOD funds and it can be in the usual manner, 

Now, admittedly, according to the testimony of the NASA wit- 
nesses, about 99 percent of their research and development at this 
stage of NASA’s life is similar to DOD. But let’s face it. As the 
atomic age develops and merges with the space age, the number of 
contracts negotiated by NASA that overlap and touch upon Atomic 
Energy Commission is going to get greater and greater. 

Mr. Wise. Well, I weld: answer that this way, again getting out 
of the jurisdiction of your committee. I would change the Atomic 
Energy Act. to correspond. That is how I would handle that, if it 
were my choice. 

Mr. CuenowerTn. It is an answer, but it is not an answer, if you 
know what I mean. 

Mr. Wise. I know what you mean. 

Mr. Cuenowern. That is all. 

Mr. Mircurii. Thank you very much, Mr. Wise. I think your 
thinking is sound and your approach is practical to this problem. 

Mr. Wise. Thank you, sir. I appreciate the opportunity to appear 
before you. 

Mr. Mrrcuety. Now, I have just talked with Mr. Yeager; we have 
only two witnesses this afternoon, which is rather unusual, so that 
the subcommittee will stand in recess until 2:30. 

(Whereupon, at 1:06 p.m., the subcommittee recessed to 2:30 p.m) 
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AFTERNOON SESSION 


Mr. Quieter. Gentlemen, the subcommittee will come to order. 

Our first witness will be Mr. William H. Davis, who is representing 
the New York City Bar Association. 

Mr. Davis. 


STATEMENT OF WILLIAM H. DAVIS,’ REPRESENTING THE NEW 
YORK CITY BAR ASSOCIATION 


Mr. Davis. Mr. Chairman, gentlemen, I invited myself to this con- 
ference, as a matter of fact. I wanted to speak on my own behalf, but 
Lam an officer of the Bar Association of the City of New York, and 
they asked me to speak for their patent committee, which I agreed 

do. 

Mr Quie.ey. All right, sir. We are happy to have you, and you 
can speak with either hat on, just tell us which one it is at the 
moment. 

Mr. Davis. All right. 

I think at the start I ought to say I have it on my friend from 
Detroit, who I think said had been in the patent business for 40 years. 
I started in the patent business 60 years ago, a little over 60 years ago, 
and I have been devoting myself to it ever since, except three times 
when I came to Washington and got in the Government employ in 
emergencies. 

I want to start out by saying that I have read this proposed substi- 
tute section of 305 of the act with a great deal of interest and a great 
deal of satisfaction. I think it goes a long way in the right direction. 
In fact, the only comment I have to make about it is, it does, as we all 
realize, put a great deal of responsibility and discretion in the hands 
of the Administrator. So I suggest, if 1 may, that it would be a wise 
thing for the Congress to include in the act some sort of a policy 
declaration on this particular aspect of the act. 

I have been bold enough to draft a possible form of such a declara- 
tion of policy, roughly, but really as an expression of what I have in 
mind. I will come back to that at the end of my remarks. 

Now, you gentlemen have heard a lot of discussion of these questions 
and a great. deal, I know, of repetition of views from the patent. bar 
and from representatives of industry. If I can add anything at all 
to it—and I am not sure I can—it is to try to underline and point up 
the fact that a patent for an invention has two very different, radically 
different aspects. One of them is the invention itself, which is the 


1Mr. Davis has been actively engaged in the practice of patent law continuously in New 
York City since 1902, except for the three periods of his services in the employ of the United 
States referred to below. He is a past president of the New York Patent Law Association. 
He was at one time the chairman and is now a member of its Committee on Atomic Ener 
and Space. He has for many years been a member of the Association of the Bar of the 
City of New York, of which he is now a vice president. 

He was employed by the War Department in the Contract Section of the Planning Divi- 
sion of Purchase, Storage, and Traffic from 1917 to 1919. He was a Deputy Administrator 
and Director of Compliance of the National Recovery Administration from 1933 to 1934, and 
he was Chairman of the National Defense Mediation Board, 1941-42: of the National War 
Labor Board, 1942-45; and Director of the Office of Economie Stabilization in 1945. He 
Was chairman of the Labor Relations Panel (1949-53) and a member of the Patent Panel 
of the Atomic Energy Commission (1947-57). During these periods he was frequently 
consulted on matters relating to patent rights in Government procurement contracts, to 
matters relating to the administration of patent rights vested in the United States, and to 


a relating to patent rights as between employers and employees in private 
ustry. 
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technological advance. This is pretty simple. Now, that is wha 
everybody wants, the use of that technological advance, and that jg 
what the patent system was designed to encourage, the production, de. 
velopment, and commercialization of that seckinalegionl advance, 

Of course the Government—we are talking now about a case jp 
which the invention has been a result of Government money, real] 
and everybody agrees that in such a case the Government should have 
at least, a nonexclusive license, not only for this country, but abroad 
as the act now—section 305 now provides to some extent, as a limita. 


tion on the waiver right that occurs in section 305 of the act. And | 


that gives the Government all of that right for free. They have al. 
ready paid for it; they don’t have to pay for it again. 

I am emphasizing that because the Goren of the United States 
can use any invention, any patented invention, and it can use it through 


its contractors under the act of 1912—I used to call it that. I think | 


it has been amended since. That act provides for Government use of 
a patented invention; the entire compensation may be recovered in the 
Court of Claims and no injunction can issue. So the Government can 
use any invention, subject to suit in the Court of Claims or an agreed 
settlement with the patentee, and so can its contractors. 

So that is quite an adequate protection of the right to use the in. 
vention. The only question remaining is: How much? And that 
a would not arise in any case where the invention for which 
the patent is granted was made and work paid for by the Government, 
because no contractor ever has or ever would resist the idea of saying, 
“Why, of course, the Government will have a license.” We call it 
“shop right.” So that that aspect of the invention, the invention it- 
self, the use of it, the unofficial use of it, is well taken care of. 

Now, the other aspect of it is an utterly different one, and that is the 
aspect of the monopoly, the monopoly that has been provided by our 
patent laws under article 1, section 8 of the Constitution intended to 

romote the progress of useful arts. That is what the monopoly is 
or, and the monopoly gives rise to the possibility of action at law 
resulting in an injunction against anybody who uses it without license, 

I think from what I have heard here, and what has been reported 
to me, that it is the real question that this subcommittee is confronted 
with: What to do about that monopoly right. It has been presented 
here over and over again that the Government—that if that right to 
exclude is vested in the Government, it is destroyed, and I can’t add to 
that much by mere repetition, but it may be of interest to the subcom- 
mittee that I was down here in Washington in the First World War 
and again in the NRA days, and on both of those occasions I was con- 
sulted by U.S. authorities. 

In the first instance, the First World War, I was in the contract 
section of the Planning Division of Purchase, Storage, and Trafic. 
It was our business not to make Government procurement contracts, 
but to determine the clauses that would go in them. I was consulted 
with Mr. Neave of New York on the contract clauses in regard to 
patents. And in the First World War the Government came into 
possession, through alien property proceedings, of a great many val- 
uable patents, particularly in the chemical industry. The question 
came up: What is the Government going to do with these patents! 
There was a lot of discussion here in which I participated. It was 
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what realized right away that without the right to aarhenes these patents: 
at is would not be patents at all; the monopoly part of them would be 
1, de- wiped out. So the Government was confronted with the idea: Well, 
if we are going to do anything with these patents, that is, with the 
ein right to exclude, we will have to withhold it from everybody, I mean 


ally not let everybody have a license, which destroys the exclusive right, 
rave, we will have to grant licenses to particular companies, excluding 
road, 


ers. 
nita- Wall, I gathered—I am not a politician—but I gathered that the 
And political aspects of that were pretty formidable. But aside from 
e al- that, it was realized that if the Government was going to do that, 
par would have to enforce the patents, or authorize the licensees to 


tates orce them if they could do that, holding the title. 
ough I suppose they could, but directly or indirectly the United States 
hink was going to have to enforce those patents against one citizen of the 


se of | United States in favor of another. That would mean setting up in 


n the the Department of Justice, or somewhere, a patent enforcement 
t can agency, and the United States suing its own citizens. Now, it was 
reed said to you this morning that a witness questioned the constitution- 

ality of the United States doing that. It was questioned back there 
e in- at that time. Tom Ewing—you gentlemen probably don’t remember 


that his name—he was a brilliant patent lawyer from Ohio and was Com- 
hich missioner of Patents, and he always took the position that it was un- 
nent, constitutional for the United States to own a monopoly right of 
ying, that kind at all. 


ull it Well, I didn’t go that far, I was much younger than Ewing, and 
nN. it- didn’t have to, and the question never came up in any litigation I 
ever got in. But the upshot of it was that the Wilson administration 
s the decided to leave this mess alone. After much discussion it was de- 
y our cided that the Government wouldn’t get into the thing at all. 
ed to Well, the Government has always owned patent rights to some ex- 
ly is tent from its own employees. But in the atomic energy developmen 
of course, they came into the question came up an 
ense, the atomic energy law provided for patent rights in the way you 
orted know. 
nted Now, as it happens, I was quite involved in that discussion, my- 
nted self, Senator MeMahon asked me to act as his adviser—not the an 
ht to one, I don’t mean, but I sat up there in the committee meetings and 
dd to went into this whole question of patent rights under atomic energy. 


com- Well, the situation at that time, gentlemen, was that when the Atomic 
War Energy Act, the first act, was passed, the Congress realized that they 
con- didn’t know what they had, they realized the military value of it, to 
some extent, at any rate, but they had no idea of the time uses 
tract of it, except that it looked like a source of pom &e course, you 


-aflic, always know that a new source of power is useful. (ti | 
“acts, So the Congress, very wisely, I thought, in the original act re- 
ulted frained from doing very much about—trying to do very much about 


“d to the private rights and announced in the act that they expected to 
into review the thing. Well, they did, however, put in these patent otal 
-val- visions. But at that time the Acheson-Lilienthal proposal had been 
stion made to—not the Acheson, but Baruch, I guess, to foreign govern- 
ants! ments, and we were standing in the position of offering to all the 
Was countries in the world an agreement by which the use of atomic energy 
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for warfare would be canned, put away, put on the shelf somewhe 
and to be in a position to carry out that promise the United States 
had to hold on to everything in the whole field of atomic energy, in- 
cluding patent rights. Well, that is a long recital of it, but the result 
was that the act did provide very inclusive provisions about patent 
rights, and they have been under discussion ever since. 

ut let me point out that the Atomic Energy Commission never 
has granted a license under any patent except a nonexclusive license 
and it never will. It never will undertake to give to one concern or 
two chosen concerns the special position of having monopoly under 
any of its patents that it will enforce or that they can enforce against 
other citizens. 

I am saying this to emphasize that which is perhaps already ac. 
cepted as a fact, that this monopoly right in the hands of the United 
States is no good to anybody. 

I havea statement, Mr. Chairman, that I would like to have included 
in the record, if I may. I am not following it too closely. But in this 
statement I suggest that this holding by the United States of the 
monopoly right, as distinguished from the technological advance, is 
best compared to the unfaithful servant, who, when entrusted with the 
talents, went and buried them in the ground. That is what you are 
doing to leave these rights in the hands of private industry, under 
whatever controls the Congress sees fit to impose on them; but vesting 
them in private industry is comparable to the action of the good and 
faithful servant who developed the talents when the boss was away 
and got their reward. Or, as I have sometimes said, I have a friend 
who isa farmer, whenever he wants to speak of the dog in the manger, 
he never says it, he says it was like that dog that slept on the hay and 
wouldn't let the cows eat it. 

So I say this idea of putting this monopoly right in the hands of 
- United States is sleeping on the hay and keeping the cows away 

rom it. 

Now, I have tried so far to emphasize the difference between the 
monopoly rights and the invention, itself, and to express the unde- 
sirability of vesting that right in the Government. 

Now, the question has arisen here, as it did in the discussion—and 
has arisen in the discussion of the Atomic Energy case—I got myself 
in trouble before the Atomic Energy Committee because I ventured 
to make a statement which I think all patent lawyers would agree 
with, and that is that the way the patent rights were held and managed 
by the Atomic Energy Commission was a deterrent to getting con- 
tractors to take their contracts. I felt justified in saying that. I was 
for 5 years a member of the Patent Panel of the Atomic Energy Com- 
mission, and we used to go into that thing. But one of the representa- 
tives asked me if I had any evidence of that, concrete evidence. Well, 
IT knew him, I knew he knew what concrete evidence was, would ex- 
pect me to know. I said, “No, I haven’t, but I will try to get some.” 

I went out and tried to get some, and I have much more connection 
with the atomic energy field than with space, certainly. I could not 
get but one person to make the statement that I regarded as concrete 
evidence which had to be that his company had refused or avoided 
contractual relations with the Atomic Energy Commission for the 
reason of this patent clause, and I had to have a statement that they 
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had done it for that reason alone—not alone but that was the control- 
ling reason ; that without that, they would have done it. 

Well, you try to get a statement from an honest industrialist, and 
you have a great deal of trouble. In the first place it is never one 
reason alone that determines things. 

I did not get a very large company, a client of mine, to say they had 
definitely a policy quite recently of getting out of research work in 
atomic energy which they had been rather active in because of the 

atent situation and for that reason alone. 

So on this matter of space where it would be even harder to find an 
instance in which a decision had rested on that one thing, I have no 
concrete evidence of that. In fact I have not very much to do with— 
I mean I haven’t many clients. I have some in aeronautics but not 
very big ones and I really have no experience at all. So it would be 
unfair, in fact dishonest, to pretend that I have. I don’t know 
whether it is a deterrent or not. But I do know, gentlemen, we all 
know that it is no incentive, to vest these rights in the Government 
js no incentive to the contractor or the inventor; whereas, to free them 
for the use—free the monopoly for the use for which it was intended, 
that is to promote the progress of the art, to create the incentive to 
invention, itself, to research, to risk money spent for development and 
to pioneering in the commercial exploitation, all of those things which 
are supposed to be protected by the patent monopoly for 17 years, 
I know that if that were in the hands of these contractors in the field 
of space and aeronautics it would be an incentive, an inducement. In 
fact, I think you might be even so hopeful as to hope that the con- 
tractors would get to competing among themselves as to who would 
get these Government contracts and we might get some competitive 
prices on it. 

I wish I had the words to express concretely what I think the reality 
there is. I have tried to do it in these notes I made. What I say in 
the notes is based on experience in the patent business. 

You take the contractors, themselves, and think of what the entice- 
ment would be of having this right on work paid for by the Govern- 
ment, conducted at the Government’s expense, but to have that right 
of monopoly vested in them for exploitation, merely because the Gov- 
ernment cannot use it—I do not need to argue the extent to which that 
would be an enticement to the contract. Even if you put it on the very 
low level of he is getting something for nothing. That is always an 
enticement to all of us. But Iam thinking about the inventor because 
these corporations, the contractors, don’t make inventions, it is the 
employees that make inventions. If there is anything in the world 
that is an individual operation it is the creative process of invention. 

Well, there is one other creative process that is equally individual, 
but only one. 

You hear talk about inventions made by research groups and I ean 
almost assure you, as a concrete fact, that no research group ever made 
an invention. A research group can get right up to the forefront of 
knowledge in a particular field and put together that knowledge with 
the highest skill available to the industry. When they are doing that, 
they are exercising the skill of the technician in the art for which they 
were trained; they are not making inventions. That is the 
test that draws the line between invention and noninvention. 
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It takes the exceptional individual to step over that line beyond what 
the technician can do, as a routine job, and the new thing, whatever 
it is. So it is the inventor that needs to be enticed, encouraged. 

Now, the Lord knows, gentlemen, that inventors are easily encour. 
aged, it is very difficult to discourage them. But they have to have 
freedom of action. They need money to spend and so forth to develop 
their inventions. 

And it is true, as you gentlemen know, that today, certainly, the 
contracts of industry almost universally provide that the employee 
who makes an invention will assign the invention to the company, and 
I think that is a necessary thing to do. 

T had quite a study to make of that when I was head of the War 
Labor Board because that question came up in connection with labor 
contracts and I concluded—I knew beforehand—that it was a neces. 
sary thing todo, But don’t think that means that the inventor doesn’t 
get any credit for it. 

Any head of a research department or development organization or 
any patent lawyer that has clients in that field class could gIVG you 
many examples of men who have been in this research or development 
work and made inventions which they assigned to their employer, but 
the making of the invention, if it was a good one, had resulted in 
changing the whole status of that man in the organization. So that 
that is a very real incentive. If these men know that their employer 
has got to turn over the way of making money out of the invention, 
the monopoly, to the Government, they also know that he is not going 
to spend any money on them for having made the invention. That is 
not absolute, in kudos, but you would have to explain it a long time 
to the employee. Whereas, if they know that the employer has the 
usual rights of patent owner, why they can expect to get recognition 
and advancement when they make inventions. 

In a way, I was interested this morning when this question came up. 
The question was raised. It has been said, I believe, that contractors 
would not put on a job the best research men if they were hampered by 
the provisions of 305. That was left, should I say, argued back and 
forth. I didn’t see that it had come to any _ conclusion. 
But I think this is true about it; that good research men are hard 
to get and if they make a great invention, they are harder to keep, 
ai what I think could easily happen would be, if you had one con- 
cern that was devoting itself to space work, say, Government con- 
tract, and couldn’t reward its inventors by advancement, it would be 
much harder for them to keep these top level research men than their 
competitors who were engaged in some other business. 

So I came to the conclusion that everybody else has, I think, that 
has spoken before you, and that is that 305 was fundamentally wrong 
and should be repealed. I have also expressed myself as to this pro- 
posed substitution. 

I think that the free right to use the inventions—that is, the techno- 
logical improvements paid for by the Government—should, of course, 
go to the Government; but I think that the monopoly right should go 
to private industry. 

’ ‘Now, if that seems a strange thing to say—and I know it does to 
some people—what are you doing? Spending the taxpayers’ money 
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and giving it to these fellows, big business men, and so forth? Well, I 
needn’t repeat the argument to you gentlemen. ; 

But the fact of the matter is that it is the wise thing to do for these 
very people that don’t understand why it is and therefore jump to the 
conclusion that it is throwing away their money. 

That is the whole point of the discussion, gentlemen; it is the best 
way to preserve the value of the money that we are all spending and 
all paying, also. That is my confirmed conviction. 

Now, I did say at the outset that I had suggested a declaration of 
policy which is attached to this paper. I will read it if I may: 

Recognizing that the monopoly right to exclude others from the use of an 


invention for a limited term granted under our patent law is a right that has 
never heretofore been exercised by the United States to authorize the use of the 
jnvention by a particular individual or corporation to the exclusion of other 
citizens and that it is not a right apt to be used in that way ; and further recogniz- 
ing that this monopoly right to exclude is in private ownership apt to promote the 

ess of a useful art and specifically of aeronautical and space activities and 
to encourage the development of the invention to the point of practical applica- 
tion earlier than would otherwise be the case, and that there are substantial 


eguities justifying the retention of this private right in the invention by the 

inventor or his assignee— 

you gentlemen may recognize that this phraseology is taken from para- 
ph 12.103 of the “Policy Declaration of the Space Administration,” 

in which they say that the Administrator considers that waiver would 

be in the interest of the United States where these conditions exist. 

Then this document goes on— 
it is the policy of this act to vest that monopoly right to exclude in the inventor 
or his assignee subject only to such conditions as, in a particular case, may 
dearly and peculiarly require that the monopoly right to exclude, or some part 
of it, be retained by the United States. 

Iam guite conscious as I read this, gentlemen, that it could be much 
shorter and better phraseology—and I am not recommending it except 
as an expression of an idea so that the committee will understand 
what I mean when I say there ought to be a declaration of policy. 

I thank you xoty much for your attention. 

Mr. Quictey. Thank you, Mr. Davis. I am sure I am speaking 
for the members of the subcommittee when I say we appreciate your 
coming here and giving us the benefit of your wisdom and the experi- 
ence that you have undoubtedly had in this field. 

Mr. Bass? 

Mr. Bass. I join with Mr. Quigley in what he just said and say, 
further, that I think your statement has been perhaps the best, as far 
as [am concerned, of any that I have heard. 

I would like to ask you this question: You say you have had a great 
deal of experience in the atomic energy field. Do you feel that the 
present patent policies in the present act should be changed ? 

Mr. Davis. Yes. I can elaborate that a little, if you please. As you 
probably know, the Atomic Energy Commission set up three types of 
contracts: Patent clauses, A, B, and C. The A clause kept everythin 
for the Government. I have maybe the initials wrong. But the & 
clause pyevided leaving the title more or less in the inventor. 

The B clause didn’t have any meaning at all and was never used. 


Now, those three clauses were the subject of very protracted debates 
within the Commission with this Patent Panel, which was made up of 
five prominent patent lawyers in the country—one from Chicago, one 
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from Boston, one from Philadelphia, and myself. One other—I guess 
he wasn’t a patent lawyer; as a matter of fact he was a lawyer here jn 
Washington who was very familiar with all matters of administratiyg 
agencies. 

Well, we debated those clauses and we had two of us who did some 
research work; came down here to Washington and spent 2 or 3 weeks 
in going over all the correspondence of the Commission; the com. 
plaints that had been made about these clauses, trying to answer this 
very question that has been asked here: To what extent is this real] 
inhibiting the making of contracts! These two lawyers were Mr. 
Ooms of Chicago and the—I can’t think of his name; I am getting old 
I guess—but they were, both of them highly competent men. Bil] 
Ooms had been Commisioner of Patents and one of the leading patent 
lawyers in the country. 

Somewhat to my surprise, they came back with a report and said 
that they couldn’t find any concrete evidence that anybody ever had 
really refused an atomic energy contract on this account and they 
thought that they were not doing too badly. 

Well, the Administration was very firmly of the opinion that they 
were doing very well. 

Well, I thought so, too, in a sense, but I may be prejudiced on this 
subject. I know Mr. Anderson, whom you gentlemen all know—an 
old friend, I worked with him for 5 years on the Atomic Ener 
Commission—and I make this remark not in criticism of Andy, but of 
the system, and perhaps only expressing a prejudice of my own. But 
he was testifying in the hearing before the Atomic Energy Commis. 
sion, at which I also testified, and the general tone of his paper was 
that: Oh, we treat these people very well, indeed. You would be 
surprised how well we treat these people; we are very considerate, 
That didn’t please me. I was very much tempted; in fact I did say to 
Andy afterward, if I may express myself violently, I said, “Andy, 
what in the hell made you think you have any right to think you could 
be paternalistic to the citizens of the United States.” I said, “You 
are not their boss; you are not their master.” That was the way—and 
I have seen a good deal of government from the inside in the three 
times I have been here, and that is what I call bureaucracy, the devel- 
opment of this idea in a governmental department that for some rea- 
son or other they have been endowed with the power and responsibility 
of treating the citizens right, about things which they have no right to 
treat the citizens at all. 

So I had no sympathy with these patent clauses. I did go along 
with a good deal of the atomic energy patent provisions. For in- 
stance, the compulsory license clause in its present form I approved, 
I think much to the disgust of my brethren at the bar, but I did. 

Well that was a long answer to a simple question, Mr. Bass. 

Mr. Bass. Is it fair to say, Mr. Davis, that you feel that the present 
patent provisions of the Atomic Energy Act should be changed to con- 
form generally with your suggested declaration of policy here in your 
statement? 

Mr. Davis. I would say yes, without hesitation at all, Mr. Bass, 
except one, if it is a qualification: That is, so much of the research 
in atomic energy has been Government research and it is so inter- 
twined with—I mean in this sense: As it happens I was reading just 
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Jjast night a book in this project of getting usable energy out of atomic 
fssion. Well, we have six research organizations working out of one 
end of the country to the other. One of them at MIT, two of them 
in California, one over here, Oak Ridge, Brookhaven. And in this 
book there was set up a plan that they have jointly gotten up for dis- 
tributing the work, you see, so as to get some coordination. And it 
impressed me very much with the extent to which the research in that 
feld is under Government control. Now whether that would affect 
this patent rights business I don’t know. 

[could add to that, Mr. Bass, if I may, that when they were passing 
the act, they asked me about this compulsory-license clause and, “Well, 
we don’t know what is going to happen.” I said, “I agree with that. 
Nobody can imagine what is going to happen. I said, “I agree with 
that.” But I also agree with Edgar Allan Poe who said that the truth 
is something that stands on its own feet and is independent of any- 
body’s power to imagine it. 

So we don’t know, literally, what is going to happen. 

So when I went along with that provision in testifying—I think 
Senator Hickenlooper was then chairman. They asked me what kind 
of inventions do you think they ought to have—the monopoly have— 
and hold it? Well, I said, I can think of one. I said suppose the 
General Electric Co. engineers, for instance, discover some way to 
change, to turn these free neutrons directly into electrical current, 
you see, without all this heat transference and power and apparatus 
and shielding and all that, just directly from the fission to electrical 
energy. I was trying to think of something that would never hap- 
pen. But I said supposing it did happen. Now anybody that had a 
monopoly of that, and assuming that this energy becomes commercially 
available, would have an absolute stranglehold on the use of that 
energy competitively, because it would be so much cheaper. 

Well, I said, on the other hand, somebody that invented a teakettle 
that has a little container in it and you drop a little pill of fission 
and material in it and it will keep your tea warm for 20 years, why he 
ought to be able to sell that teakettle across the counter of a hard- 
ware store and he ought to have the monopoly on it. Well, they have 
invented the first of my inventions, as you gentlemen probably know, 
and if they succeed in controlling this fission, it seems abundantly 
clear that they will be easily able to turn it directly into electrical 
energy. 

So they haven’t invented the teakettle, so far as I know, but it 
would be easy enough to do. Any old teakettle would do it if you had 
the pill. 

Well, excuse me for the diversion. 

Mr. Bass. Thank you. 

I would like to refer to the last part of your declaration of policy, 
in which you suggest the exception here—and I read: Where in a 
particular case the invention “may clearly and peculiarly require that 
the monopoly right to exclude, or some part of it, be retained by the 
United States.” Now, this would have to be determined in advance, 
Isuppose. My question is: Wouldn’t an Administrator be reluctant, 
inadvance, to determine any other way than that particular invention 
does have possibilities so as to include it in this exception. There- 
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fore, wouldn’t he be inclined always to use this exception, in case of 
any doubt ? 

. Davis. I think so. The very same thought came into my ming 
this morning when this subject was under discussion, because isn’t it 
perfectly obvious that this great invention is not going to be made 
until after the contract is made? Just as you say. The Adminis. 
trator won’t know whether this particular contract—it is like the three. 
shell game; we won’t know where the pea is, you see, until it shows up, 

To my mind, the necessary deduction from that is that if the Admin. 
istrator is going to have the power at all he must have it in general, 
It must be a general power that the United States can exercise, as it is 
in the atomic-energy field with respect to the compulsory license. That 
is, there would be a finding of public necessity, and so forth. It would 
have to be a general provision like that. 

Now, I hope you are not going to go on and ask me can I think 
of any invention that would be of that character. But I do think 
that this seriously should be borne in mind: That the United States, 
for its own use, is never going to need this monopoly power, because 


it is protected by the Court of Claims Act, fully protected ; it and its _ 


contractors can use it. So, for its own purposes, the Administrator 
is never going to need to exercise any such authority. 

Now, a suggestion was made, I believe, the other day, that an inven. 
tion might be made in the field of medicine which was tremendously 
important, of such importance that the Government of the United 
States would feel an obligation to see that it was produced and dis. 
tributed, like the Salk vaccine. That is a good example. That cer. 
tainly may occur—it has occurred before. 

Well, under those circumstances, (a) the Government could have it 
made for the Government and then have it distributed through what- 
ever channels the Government chose, and it couldn’t be enjoined, 
It would have to make a fair compensation, which the Government, 
fortunately, under the fifth amendment, always has to do if it takes 
private property for public use. But now the question arose: Well, 
suppose the Government—I am not sure it did, but it might have— 
suppose the Government does not want to manufacture it itself, which 
means hire somebody to manufacture it and make a Government 
agency out of it, like what we used to call the GOPO plants during 
the war. That was the Government-owned privately operated plants 
during the war. They might do that. They might not want to do 
that. They might want to take some existing chemical company and 
say: “You make the stuff, we will pay you so much for it, and you 
distribute it.” 

Well, I think that that would probably be regarded by the courts 
as the exercise of the Government’s power to olen use of the citizen's 
invention, and let him go for his recovery to the Court of Claims. | 
don’t know of a case precisely like that that has come up, but I think 
that would cover it. 

There is another aspect of the law of patents that would cover it, 
gentlemen, and that is: The only way you can enforce a patent is ina 
court of equity by injunction. You can get damages, but can’t stop 
infringement except by an injunction. 

Well, the result is that the issue of an injunction, like the issue of all 
injunctions, is within the discretion of an equity court. And time and 
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in our equity courts have refused to issue injunctions in cases which 
yould adversely affect the public interest. _ 

This rule of law is spoken of as the activated sludge rule, because 
i was applied in Chicago patents on treatment of sludge and refuse 

ification. 

P "The patent was held to be valid but the court said: We won’t issue 
an injunction, we are not going to stop the City of Chicago from 
puri ing its refuse. You can get damages to it—I object to its bein 
pa the Sludge case, because many years before the Activat 
Sludge case, I was a young fellow, in a case in New York in which 
the Spraig Electric Co. had supplied the controllers, these things on 
a platform that the motorman controls the car with, to the cars on the 
trolley line across the Brooklyn Bridge. Well, at that time this end 
of Brooklyn Bridge, the New York end, was the most congested spot 
in New York, and that was saying something. So we got the patents 
sustained against Spraig Electric Co. and we asked the court for an 
injunction. Well, Judge McComb was the district judge at that time 
and he said : “No, we are not going to enjoin—I am not going to enjoin 
the operation of the trolley cars across Brooklyn Bridge. It would be 
like enjoining the operation of the subway.” And he applied this 
familiar rule—I mention two cases but I could give you a memoran- 
dum of any number of them—in other words, the issuance of an in- 
junction in a patent case, in any patent case, is subject to the discre- 
tion of an equity judge, and there is nothing that would appeal more 
to an equity judge than this very instance that was used here the 
other day of some medicine that would cure cancer. So I don’t think 
itisnecessary for that reason. 

So I wind up by saying, Mr. Bass, that I can’t think of any reason 
that would make it necessary. 

Mr. Bass. So in other words you would feel that the Administrator 
would exercise this exception in your declaration of policy very, very 
rarely 

Mr. Davis. Yes. 

Mr. Bass. Only except in a very rare case. 

Mr. Davis. Yes, in a Men rare case. And I think there might be 
objection to it, but really, between you and me, or the committee, I 
don’t think the objection would have too much weight. It is some- 
thing you could argue about until your head falls off, but actually if 
the Lisavation of policy was clearly expressed, you know, to be the 
basic policy, to put the stuff in the hands of a private citizen for a 
defined reason, to advance the development and so forth, you see, then 
Ithink the private contractors would realize that they are safe until 
they come to a case in which, for some reason or other, that way of 
developing the thing for the public use is not sufficient, the ordinary 
way of compensating a man by profits for putting in risk capital and 
the cost of building up a distribution, marketing system and all that, 
he would know that it would have to be something beyond that that 
would move the Administrator to substitute some Government hold- 
ing of the mono oly. 

SoI think—T think his lawyers would advise him: Well, I wouldn’t 
worry about that. 

Mr. Bass. Thank you very much, Mr. Davis. That is all. 

Mr. Mrrcenety. Mr. Quigley ? 


| 
se of | 

| 
mind | 
n’t it 
made 
ninis. | 
hree- 
rS Up, | 
Imin- 
neral, | 
Sitis | 
That 
vould | 
think | 
think | 
tates, 
Cause 
1d its 
Trator 
nven- | 
ously 
nited 
t cer- 
ave it 
what. 
ined, 
ment, | 
takes 
Well, 
Ave— 
vhich 
ment | 
uring | 
lants | 
to do | 
y and 
1 you | | 
ourts 
1zen’s 
is, I 
think 
er it, | 
sina | 
stop 
of all 
e and 


464 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


Mr. Quictry. Mr. Davis, I have just ene question. 

If the committee and the Congress were to adopt the suggested 
declaration of policy such as you have advanced or something similay 
to it, would you visualize that the Administrator in carrying out that 
policy wer: in all probability, act in an ex post facto manner? 

Mr. Davis. You mean ex post facto— 

Mr. Quiciey. In other words when he found out which shell the 
pea was under, then he would come back and say to the contractor; 
Look, under our agreement you were entitled to the title of this pate; 
but. this is of such great importance that I am changing the rules in the 
middle of the game and Uncle Sam is moving in and taking title, 


Mr. Davis. Well, I would not suppose that he could change the rules | 


in the middle of the game, if the Congress laid down the rules. I ap 
not sure of that. You know more about that than I do. 

Mr. Quiciey. This is the problem I want to get to: If we dont 
permit him to change the rules in the middle of the game—and this 
doesn’t strike me as the way the game should be played—if we don‘ 


permit him to change it in the middle of the game, the average admin. | 


istrator—I would do it myself if I were in that spot—is probably 
always going to protect his rear by exercising the thing in advanee, 
and if he exercises it in advance I fail to see where the average com. 
pany and inventor dealing with NASA is going to be in much differ. 
ent position than they are today. 

Mr. Davis. I will say this about it: My concept of it is it would 
have to be a rule declared by the Congress. Let me see if I can 
illustrate what I mean. 

Suppose the Congress was saying in better chosen words, to the 
American people: We have spent your money for research. Inver- 
tions have come out of it. We know that you are entitled to own 
what you pus the money for but we make a rule that you, the United 
States, will have always the right to use all these inventions without 
paying any more money for them, always you are assured of that. 

Now we are leaving this monopoly right in the private enterprise, 
a large pet of our—you can say because we believe in private enter- 
prise. As to another part, you couldn’t satisfy them that way, I sup- 
pose. At any rate—I mean it takes a little explanation for the man 
on the street to understand why it is of advantage to the United 
States to leave this valuable right in the hands of private enterprise, 
Then supposing you say: We are going to do that, subject, however, to 
this condition, that with respect to any such patent so acquired by the 
contractor the Administrator shall have the power to declare it af- 


fected with the public interest, and then put in whatever limiting, con- | 


fining words would be proper to express the idea in a particular, spe- 
cial case where he finds that the public interest. peculiarly demands 
this, that the other procedure won’t answer the need and makes a find- 
ing that this is affecting the public interest. 
r. Quietey. When does he make this finding, at. the time the con- 
tract. is signed or after the thing has been developed to the point— 
Mr. Davis. No, the invention would not have been more at the time 
the contract was signed, I presume. 
Mr. Quietey. All right. 
Mr. Davis. Nobody ie whether it is going to be. No, it would 


be a condition of the turning over of the monopoly power to him. It 
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yould be in the act of Congress I suppose and could be put in the con- 

tracts, in every contract, as a matter of standard form, but it would 

not be exercised in the great majority of the cases. : owe 
Mr. Quictey. However well-intended, and I appreciate that it is, 


- and I appreciate a lot of things you have suggested here today because 


ou have obviously indicated that this is not an easy problem, it is not 
just do it this es" or do it that way, I don’t think it is that kind of a 

roblem at all. But when I analyze what you are suggesting, Tam 
not really so sure that in practice NASA wouldn’t end up saying to 
the average contractor who applies: Look, this is kind of a “heads I 
win, tails you lose” proposition, if you don’t develop anything of sub- 
g¢ance, you can have it, but if you come up with something good we 

nt it. 
yok Davis. Well, would he? 

Mr. Quietey. Well, he certainly could. And if I were a contractor 
dealing with NASA, with this authority in the Administrator, I am 
not so sure that I would feel very comforted or relaxed or feel as if 
[really had anything. I mean what the Administrator is saying now: 
We are taking title and if we don’t want it we will give it back. I 
think your suggestion is that the Administrator will say: We will 
give you title but if we want it we will take it back. i 

Mr. Davis. Well, we won’t take it back except subject to this limita- 
tion that we put on it for the public interest. Now, to be sure, that 
would be a complete—in effect. it would be a complete limitation, pre- 
sumably, because if the Administrator found that it was necessary for 
the public interest to have this stuff manufactured or these machines 
manufactured generally, that would necessarily involve taking the 
monopoly right away from this owner. But the owner would ‘De in 

ssion of the monopoly right subject to this limitation. 

Now, I am not going too far, Mr. Quigley, when I say that every 

ent owner, whether he knows it or not, holds his patent rights 
subject to that limitation. There isn’t any patent right in the United 
States of which the patent owner cannot be deprived by the refusal 
ofa court of equity to issue an injunction. I don’t mean deprived; he 
can get his compensation, but I mean this monopoly, he can be de- 
prived of his monopoly unless the equity court will issue an injunec- 
tin, and the courts of appeals have sustained the district courts in 
refusing such injunctions a number of times. 

So this man would be in no different position from that, except in- 
stead of the equity court saying “I won't issue an injunction for you 
because I think this thing is so important that it would be contrary to 
the public interest,” he would be in a position where the Administra- 
tor would say, “I am going to issue a license” or whatever the proce- 
dure would be “to another manufacturer and you can’t stop me from 
giving him the right to manufacture.” 

Mr. Bass. Would you yield a minute there ? 

Mr. Quietey. Yes, I would. 

Mr. Bass. But. he would still be entitled to his compensation in the 
event that the NASA Administrator chose to exercise this alternative ? 
_ Mr. Davis. Certainly, because you gentlemen can’t deprive an Amer- 
an citizen of his private property, which is his patent right, without 
compensation. Of course you can repeal the patent law if you want 
toand there won’t be any such right, but I mean you can’t take patent 


| 
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rights of a private citizen without compensation under the fift | 
amendment. 

Mr. Quiciry. That is all. 

“Mr. Mr. Davis, I have just one question. I would like ty 
know what your judgment is as to the effect that the insertion of , 
declaration of policy similar to what you have suggested, along with 
the language that was proposed by NASA, just what effect would tha 
have on the industry and the patent field in general? Do you think 
an important thing, that the Congress adopt a declaratig; 
of policy 

Mr. Davis. I think, Mr. Chairman, it would have a tremendous ef. 
fect. I think it would be a shot in the arm, very much so. I think | 
- would - surprised and I would be surprised, and industry would 

surprised. 

I oan watched this thing since the beginning of the Atomic Energy 
thing quite carefully. I have been close to it all the time. 

While nobody can bring you concrete evidence that a particulay 
contractor was prevented or deterred from entering into a contract 
with the Government by this limitation of the patent right, I say to. 
you that that thing could exist, you see, and you couldn’t get concrete 
evidence of it. It is the difference between discouragement and ep- 
couragement, or the term I use in this paper, the difference between 
depressing and sper And I think it would really be a godsend 
to the American people, to the purpose that we have presently in 
hand, that if the con and this committee, in this bill, in this lin. 
ited field of space and aeronautics, would declare that it is the policy 
of the Government, the basic policy to leave the patent monopoly in 
the hands of the private ownership, under such circumstances as 
these, I think it would give a kick to the whole industry that would 
- surprising, because we don’t, any of us, know. We talk a loi 
about it. 

I know Judge Learned Hand, he and I are old friends, and Hand 
always tried to get me, for 20 years, to make an investigation about 
the true effect of the patent law, you because he was on the bench. | 
He said: “Well, I don’t know whether this is any good or not.” [al- 
ways said to him: “Judge, listen, I am a patent lawyer, I know 
whether it is beneficial to industry or not. rf it wasn’t I couldn't 
make the money out of it that I get.” But it is hard to see, it is not 
a visible thing. But I am sure it would show up, as sure as anybody 
can be of what they don’t know, that it would be a very real stimulus 
to the country’s economy, to private industry, free enterprise as we 
call it, and for anybody that is in favor of free enterprise—there are 
people more extreme on that subject in both directions than I am— 
who must be I think in favor of such a procedure and would have to 
applaud it when they saw the effect of it. 

r. Mrroneti. Thank you very much, Mr. Davis. I was inter 
ested to have your views on what effect it would have. 

Judge Chenoweth ? 

Mr. Cuenowetu. I have just a couple of questions I want to ask 
Mr. Davis. First, did you ever give any thought to the constitutional 
question involved in the Atomic Energy Act and the Space Act relat- 
ing to patents? That question was presented to the committee yes 
terday in a rather novel and rather interesting approach to this 
problem. 
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Mr. Davis. How did they figure out a constitutional difficulty ? 

Mr. CuenoweETH. That the Constitution guarantees to the inventor 
the absolute monopoly to that invention for 17 years. 

Mr. Davis. I don’t know who advanced it but I wouldn’t back it up. 

Mr. Cuenowetu. There might be some question about the consti- 
tutional provision. 

Mr. Davis. Well, there always can be a question about the Consti- 
tution, of course, but, listen, Mr. Chenoweth, what did the Founding 
Fathers do? The eighth section, the eighth paragraph of the section 
of the first provision of our Constitution provides for the granting of 
monopolies for limited terms to inventors for their discoveries, to pro- 
mote the progress of useful arts. I mean it authorizes the Congress— 
this is the section of the Constitution as you know that authorizes, 
empowers the Congress. So that Congress had the power to do it 
re they did it. Now they have the power, haven’t they, to withdraw 
it? There is no compulsion on Congress to maintain the patent law. 

Mr. Cuenowetu. I suppose it could be argued from a constitutional 
standpoint. It might be some question. It is a novel approach, I 
say, T haven't gone into it. I was wondering if you had ever given 
itany thought. 

Mr. Davis. I never gave that aspect of it any real thought, no. As 
Isaid, Tom Ewing used to argue very forcibly—a related argument 
jn a sense—his argument was that the Government, having granted a 
monopoly to a citizen, or a set - a system by which the inventor 
can get the monopoly, cannot keep the at itself. The argu- 
ment was on the basis of discrimination, really. 

Mr. Cuenoweru. That is an approach somewhat related to the con- 
stitutional approach. 

Mr. Davis. Yes. 

Mr. CuenowetH. You have no hesitation, Mr. Davis, in recom- 
mending to the committee the repeal of section 305 in this situation? 

Mr. Davis. Not the slightest. 

Mr. CHENOWETH. reek the only question would be the language to 
be used in the substitute ? 

Do you feel that some substitute is necessary or desirable? 

Mr. Davis. Yes, I think it is. 

Mr. CuenowetH. Would you think that just an expression that 
the Government should have the nonexclusive royalty-free license for 
Government purposes, would that be enough? That is what they 
have now—— 

Mr. Davis. Well, I very much prefer to see, Mr. Chenoweth—it is: 
one of those situations where we have locked horns on the subject, I 
mean the country has, really. That being the case I would very much 
rather see a declaration of this Congress that it is the policy of the 
United States in situations of this kind to vest the monopoly right in 
the inventor and then if you want to, add “save only in exceptional 
cases,” or however you are going to express it. Now you have such a 
statement in the Atomic ina Act with respect to if the AEC 


_ declared that a particular invention is affected with the public interest, 
they can issue these compulsory licenses and so forth. They never 
ve, 

Mr. Cuenowetu. We have been hearing all week from eminent 
patent attorneys like yourself that a patent in the Government is of 
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a no value; it has no worth whatever. Do you agree with 
that? 

Mr. Davis. A monopoly in the Government has no value. 

Mr. Cuenowetu. Do you agree with that ? 

Mr. Davis. Absolutely, no value at all; it is water down the draip, 

Mr. Cuenowetu. Then we are just wasting time talking about giy. 
ing the Government the patent right. 

Mr. Davis. Yes, the monopoly right. 

Mr. Cuenowertu. That is all. 

Mr. CarstarrHEeNn. To what extent has the compulsory licensing 
provision of the Atomic Energy Act been invoked? 


Mr. Davis. It has never been used. 

Mr. CarsTARPHEN. That is all, sir. 

Mr. Mircnevt. Thank you very much, Mr. Davis. 

Mr. Davis. Thank you, gentlemen. 

(The full statement of William H. Davis is as follows:) 


STATEMENT OF WILLIAM H. Davis, ON BEHALF OF THE COMMITTEE ON PATENTS op 
THE ASSOCIATION OF THE BAR OF THE City OF NEW YorK 


I have read with interest and with a great deal of satisfaction the proposed 
substitute section 305 of the act. It seems to me to be a long step in the right 
direction. I have at this time only one remark to make about it. It invests the 
Administrator with a great deal of discretion and responsibility. It seems to me 
that it would be a wise move if the Congress should give the Administrator some 
guide to the exercise of his discretion in the form of an appropriate declaration 
of policy to be incorporated in the amended act. I have been bold enough, merely 
by way of suggestion, to draft what I would regard as a generally appropriate 
declaration of such policy. I will return to that suggestion at the end of my 
remarks. 

If I can add anything of value to the discussion it will be by underscoring 
and emphasizing that the Administration has to deal with two aspects of inven. 
tions (1) the invention itself, i.e., the technolegical) advance that has _ been 
achieved and (2) the monopoly, limited in duration, that has been created under 
the constitutional provision (art. 1, see. 8) to promote the progress of useful 
arts. 

It takes little consideration to realize that the interests of the United States 
will be protected and advanced by quite different procedures in dealing with these 
two aspects. 

As to the technological advance, those interests of the United States which 
depend upon the availability for use by the Government and its contractors of 
the technological improvement are amply taken care of by “an irrevocable, non- 
exclusive, nontransferable, royalty-free license for the practice of such invention 
throughout the world by or on behalf of the United States or any foreign govern- 
ment pursuant to any treaty or agreement with the United States” (305(f) ). 

But the situation is quite different as to the monopoly, limited in duration— 
the right to exclude—granted to the inventor or his assignee by the Government 
under the patent law. This difference is implicitly recognized and pretty well 
expressed in the new policy paragraph 1245.103 of the rules and regulations of 
NASA. 

“(a) the stimulus of private ownership of patent rights will encourage the 
development of the invention to the point of practical application earlier than 
would otherwise be the case, or (b) there are substantial equities Justifying the 
retention of private rights in the invention.” 

This right to exclude left in the hands of the United States is of no use to 
anyone because it becomes in fact available to everyone. It no longer retains 
the incentive value of a patent in competitive private ownership. The United 
States never has undertaken to exclude and I am convinced that it never will 
undertake to exclude any citizen of the United States from the use of a Govern 
ment-owned patent monopoly. There are obvious reasons why this has been 80. 

During the First World War our Government came into possession of patent 
rights in many valuable inventions, particularly in the chemical industry; most 
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éf them in the hands of the Alien Property Custodian. There was a great deal 
of discussion about exploiting these rights in this country. The need to pre- 
gerve the incentive—to protect the risked investment of money, time, and skill 
a pioneering exploiter—was well understood, and it was recognized that 

this would involve the discriminatory granting of licenses to favored persons 
or corporations in important fields of industry. It was seen that the enforcement 
of the right to exclude on which the licensee or licensees would rely for recoup- 
ment of their investments would entail the setting up—presumably in the Depart- 
ment of Justice—of a patent-litigating section to enforce the monopoly by suits 
in the Federal courts against less favored citizens who might challenge the 
validity of the patent monopoly or the propriety of the discrimination. The 
Wilson administration decided, on what I think was very good advice, to keep 
out of any such mess. E 

Because the development of atomic energy has been primarily a Government- 
fnanced enterprise, the United States since 1946 has become the owner of exten- 
sive patent rights in that field. The Atomic Energy Commission has granted 
nonexclusive licenses to all comers without royalty, but it has never granted 
exclusive licenses to favored persons or corporations, and I am quite sure that 
it never will. 
Thus, the vesting of the right to exclude in the U.S. Government does not ad- 
yance—it sets back—the interests of the United States, defeating the purpose of 
article 1, section 8 of our Constitution by emasculating the incentive of the patent 
law to encourage “the development of the invention to the point of practical ap- 
plication earlier than would otherwise be the case” and effectively ignoring the 
“gypstantial equities justifying the retention of private rights in the invention” 
(NASA rules and regulations, sec. 1545.103). 

What I am saying is that rational consideration of the interests of the United 
States must recognize (1) that monopoly rights in patents for inventions can- 
not usefully be vested in the Government, (2) that the Congress should eschew 


‘the vesting in the United States of such monopoly rights, and (3) that Congress 


should leave the monopoly rights in private ownership where they stimulate in- 
yention and development of technological innovation. 

Iam not unaware that looking at the matter from the point of view I have 
stated leads to the same conclusion that has been pressed upon this committee by 
others—a complete condemnation of section 305 of the National Aeronautics and 
Space Act of 1958. Indeed, as a spokesman before your committee for the com- 
mittee on patents of the Association of the Bar of the City of New York, I am 
directed to call the attention of this committee to the following resolution adopted 
by the committee on patents and transmitted to the General Counsel of the 
NASA: 

“Resolved, That the interests of the United States would be best served if the 
contractor would retain title to all inventions made under the National Aero- 
nauties and Space Act of 1958 and the Administrator retain for the Government 
only a nonexclusive, royalty-free license.” 

I think this conclusion is implicit in the fact that we cannot shut our eyes to 
what would be the practical consequence of replacing the vesting of exclusive 


rights in the United States called for in section 305 by the vesting of that right. 


inthe inventors or their assignees, the contractors. 

It is only too clear that vesting this monopoly in the United States lays a dead 
hand upon the incentive to progress in the useful arts for which our Constitution 
intended it. The procedure is, I suggest, like that of the wicked and slothful 
servant who went and hid his talent in the earth; whereas vesting the right 


to exclude, in private ownership, is that of the good and faithful servant who- 


receiving the five talents “went and traded with the same.” Or should I say that 
section 305 as it now stands is best compared to the dog in the manger who 
slept on the hay and kept the cows from eating it? 

I only wish that I could give to this committee a concrete picture of what the 
how recommended disposition of the patent monopoly could, if we are to judge 
by experience, amount to in aeronautics and the exploration of space. To what 
extent retention of the patent monopoly by the United States under section 305 


isan impediment to getting contractors to take on these Government contracts 


involving research and invention in aeronautics and the exploration of space is 
a question as to which I have no specific, concrete knowledge or experience. It 
is certain, however, that the arrangement of section 305 is no enticement to a 
contractor ; whereas the substitute provision now proposed would be a very real 
enticement. Indeed we would be justified in hoping that it might give rise to 
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competition among contractors to the obvious advantage of the interests of the 
United States. But beyond the contractors let us take a look at the individuals. 
because it is individuals not contracting corporations that make inventions, go 
long as the individual employee knows that his employer can reap no advantg 
from patent rights he can hardly expect that the employer will extend to him any 
special compensation for his invention. It is, of course, the common and perhaps 
necessary practice that the employees in such work should be under contragt 
to assign their inventions to the employer, but it would be a great mistake to 
suppose that because of this the employees who are inventors are not rewarded 
either in money compensation or in status. I believe that any experienced 
director of research or any experienced patent lawyer could cite many instances 
in which an employee under contract to assign his inventions to his employer 
nevertheless has been able, having made a significant invention, to improye— 
even to revolutionize—his status in the organization. The interests of the 
United States require, I respectfully submit, that this incentive to the develop- 
ment of advanced technology in the exploration of space should be jealously 
guarded and effectively usec. 


Conclusion 


The interests of the United States in patentable inventions made in the carry. 
ing out of Government contracts related to space activities require: 

1. That the free right to use the inventions (i.e., the technological improve. 
ments) for governmental purposes be vested in the Administration. 

2. That the monopoly right to exclude others from the use of the inventions 
be vested in the inventors or the contractors. 


SUGGESTED DECLARATION OF POLICY 


Recognizing that the monopoly right to exclude others from the use of an 
invention for a limited term granted under our patent law is a right that has 
never heretofore been exercised by the United States to authorize the use of the 
invention by a particular individual or corporation to the exclusion of other 
citizens and that it is not a right apt to be used in that way, and further recog- 
nizing that this monopoly right to exclude is in private ownership apt to pro- 
mote the progress of a useful art and specifically of aeronautical and space 
activities and to encourage the development of the invention to the point of 
practical application earlier than would otherwise be the case, and that there 
are substantial equities justifying the retention of this private right in the in- 
vention by the inventor or his assignee; it is the policy of this act to vest that 
monopoly right to exclude in the inventor or his assignee subject only to such 
conditions as, in a particular case, may clearly and peculiarly require that the 
monopoly right to exclude, or some part of it, be retained by the United States, 

Mr. Mircuexx. Our next witness for the afternoon is Mr. Louis 
Robertson, of the firm of Jones, Darbo & Robertson, of Chicago, II. 


Mr. Robertson. 


STATEMENT OF LOUIS ROBERTSON, OF JONES, DARBO & ROBERTSON, 
CHICAGO, ILL. 


Mr. Rosertson. Thank you, sir. I can’t profess to anywhere near 
the qualifications of my eminent predecessor. I am besides being in 
active practice now, as you mentioned, I am a member of several patent 
and law associations, and I have been patent counsel for one trade 
association that was faced with a very unpopular patent that largely 
resulted from Government-financed research. 

I am anxious for you to know, though, in view of the fact that Iam 
going to disagree with some of my illustrious predecessors, that I am 
extremely partial te the patent system. I have been working in it 
since 1927. My fondness for it began long before that; I was born in 
1905, my father was a patent lawyer, at the time his father had been 
an inventor, and what was then known as a patent solicitor. I su 
pose I obtained reverence for the patent system shortly after I 
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tained it for God. My father was Thomas E. Robertson. I have 
written some articles concerning patent law. I suspect the only one 
rtinent here is one that 5 ee in the Journal of the Patent Office 
iety a few years ago. I don’t have the citation,’ but it was to the 
aflect of hopefully suggesting that the patent system was facing a 
Jden era, based partly on the new Patent Act, and based partly on 
re fact that the gaten’ system had been freed from the abuses and 
excesses which had made it unpopular in certain quarters, and that 
there were very few people remaining who were severely critical of 
the patent system. So that it could expect better treatment in the 


courts than it had been having. 


That is pertinent to what I have to say here, because I think I am in 
the position of asking you gentlemen to save the patent system from 
itsfriends. What they want is in the right direction, but I think the 
want too much. I think it would hurt the patent system. I think 
that when monopoly power is given to a private individual, that 
monopoly power having been derived by Government-financed re- 


- garch, there is likely to be a great deal of criticism of the results. 


One or two sad instances under that, one or two sad instances of 
the exercise of that monopoly power could bring great discredit upon 
the patent system. It perhaps shouldn’t be blamed on the patent 
system, because it would be because of excesses under the patent 
system, but just as the patent system suffered at the hands of the courts 
inthe thirties and thereabouts because of the blame of the patent system 
for the excesses which have since been taken off, so the patent system 
would then be blamed for the excesses. 

I think that I may be a little bit better able to appreciate the dangers 
than some of my colleagues because although my brother was like me, 
the son of a Commissioner of Patents, he also became a very ardent 
critic of the patent system. He was the late Nathan W. Robertson, 
areporter who covered the Senate extensively for U.P. and A.P., until 
his crusading instinct took him into more New Dealish activity. 
Through discussions with him I learned to appreciate quite a bit the 
things that he criticized. I don’t mean to say that I ss amanga all the 
criticism of the patent system. I think that the Melman study, for 
example, is just about pure bunk. Just as one example of that, he 
said in that report and told you gentlemen the other day about the 
instance where the patents have been divested from certain corpora- 
tions because of antitrust activity, and a Wall Street Journal article 
by an eminent patent lawyer pointed out that that was going to dis- 
courage those companies dae further research, and Melman showed, 
T think perhaps correctly, I don’t know, I will assume it is correctly, 
that these companies engaged in greater research than before, and he 
took that as proof of the fact that the patent system wasn’t doing any 
goodthere. There are two fallacies in that: 

One, although the past patents had been divested, the work which 
they were doing in the future was not taken out from under the patent 
system, they could still develop future patents. 

Two, he said that they wanted to maintain their competitive posi- 
tion in industry, but the reason they were so anxious to maintain 
their position in industry was that other companies would be getting 


1953. ipasere a Golden Era for Patents.” Journal of the Patent Office Society, February 
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patents if these particular companies didn’t invent things first. Jf 
would be a very Nifferent situation if the patent system were entirely 
wiped away. 
was glad to hear that the word “monopoly” is being used here go 
much. I was afraid that because we patent lawyers hate to use the 
word in connection with the patent system, that maybe it wouldn't 
be used. And I do think it is important for you gentlemen to realize 
that you are dealing with a monopoly power. 
Now, how far is it desirable to go in the direction which the patent 
lawyers have urged? Well, first of all, I think there should be either 
by statute or by rigid ironclad regulation a provision that any con- 


tractor whose employees make an invention will have a free right to | 


use that invention, assuming of course that the employer has the assign- 
ment from his employees; that the Government, in other words, wil] 
not exclude him from the use of the invention developed under his 
research project, or his other project, manufacturing project. 
Now, that alone would be quite a good deal of incentive to the 
manufacturers, because they would be in on the ground floor of the 


promotion of those things which they were thus insured the right to | 


promote. I don’t mean to say that it would always be enough. On 
the other hand, I think that rarely, if ever, is there adequate reason 
to let the Government have a monopoly on the invention, of any 
kind. I think that if there is any provision retained for Government 
ownership of the monopoly part of the power, that that should be 
exercised under restrictions which would make it very difficult to 
exercise. 

That, for example, partially answers a question Mr. Quigley raised. 
If the Administrator couldn’t assert the monopoly power without 
going before some other board, to whom he would have to prove that 
in that particular instance the monopoly power was necessary to the 
Government, I don’t think it would be exercised automatically, but 
I still don’t see any reason why the Government should have the 
monopoly power, ever. 

I don’t, however, believe that there are many times when the mo- 
nopoly power to the private industry on something developed by 
the Government or at its expense is justified. And if it isn’t justi- 
fied, I think that the power to grant that power probably should not 
be in bureaucratic hands. There is too much danger that some of the 
administrators having that power would lack the constant desire and 
diligence necessary to keep it from being abused. 

They would lack, for example, usually any particular desire to 
protect the patent system from criticism by its abuse. They would 
no doubt have the desire to protect the public, but they would be much 
more anxious, probably, to get the research done than they would be 
to go to the last ditch in protecting the public. 

Now, as far as getting the research done is concerned, it has been 
said quite a bit, I believe, that we should let the contractors have the 
patents because we want maximum incentives. 

I question: Do we want, really, maximum incentives, unqualified! 
If we believed in maximum incentives, wouldn’t we want. 50-year 
patent systems, instead of 17; wouldn’t we permit cost-plus-25-percent 
contracts? Obviously we don’t believe fully in maximum incentives. 
We want adequate incentives. Perhaps we want incentives that 
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would be the maximum that is permissible with the proper balance 
of other considerations. I am afraid that my patent colleagues tend 
to forget the other considerations. 

Now, I believe that it would be possible to take care of the situ- 
ation in a way that would cause very little administrative trouble in 
the ordinary case, and I would sort, of like to see consideration given 
toa type of statute, or conceivably it could be done under the present 
statute by regulation, which would provide that in the ordinary— 
strike out “ordinary”—in the situations where the invention was made 
entirely under the research contract, there would be no injunctions 
granted. In other words, there would not be quite the full monopoly 
ower. In situations where the Government right to assert owner- 
ship under general principles of hiring the invention done were less 
strong, the granting of injunction would be discretionary. 

Conceivably there might be a board provided for administratively 
assuring a particular contractor, if he showed a need for protection of 
an industry he wanted to start, which he wouldn’t dare start without 
protection, there might then be a provision for giving him the pro- 
tection, giving him the monopoly under those special circumstances, 
but not otherwise. 

That. would leave all of the contractors with a possibility of dam- 
ages, of recoveries or royalties. And it is my opinion, without, I will 
admit, too much contact with employers who were considering Gov- 
ernment contracts, it is my opinion that the certainty of the right to 
use, and a good probability of a right to royalties, would be a sufficient 
incentive for their entering into the contract, plus a profitable con- 
tract, perhaps. 

It is probably true that it would cost the Government a little bit 
more money in contract remuneration than if they gave the full mo- 
nopoly power, because the monopoly power is a mighty valuable thing. 
and I suspect. there are corporations that would be willing to do work 
at a loss for the sake of the monopoly power. But, for the sake of 
the patent system, and even for the welfare of the taxpayers, I don’t 
believe that is desirable. Monopoly power is quite a dubious thing 
from the standpoint of the taxpaying public who also buys. 

In the case of the patent system, we are convinced it is thoroughly 
worth while, but that is a situation where the patentee is instigating 
what he does and is often taking great risks in doing it. . 

Now, surely, the same great valuable patent, which is justified un- 
der those conditions of a person who does all the instigating and takes 
all the risks is not necessarily just, for someone who does much less 
than that; perhaps does neither instigating nor taking risk. 

Now, it is true that the contractor often brings to these contracts 
great skill, great collections of experts, great know-how in his own 
field, and he is, perhaps, very well entitled to royalty, but that doesn’t 
necessarily mean that he is entitled to the monopoly power. Person- 
ally, I would be inclined to go as far as to even permit the royalty to 
be reduce in accordance with the Government contribution to the de- 
velopment of the invention, and I don’t believe that that would neces- 
sarily create a great deal of trouble. It wouldn’t need to be deter- 
mined administratively, at least not unless some party wanted it to be, 
and wouldn’t even need to be determined during trials. It could be 
expressly provided that that provision for redutcion of the royalties 
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would not make anything admissible during the trial of a case prio, 
to decision that would not have been admissible otherwise, but it would 
be an element that could be considered by the court later in determining 
what is a reasonable royalty under all the circumstances, 

The chances are it wouldn’t very often be considered because royal. 
ties are usually settled rather than being fought out anyway. But jt 
would make it one of the factors to consider between the parties jp 
deciding what would be the proper royalty under those circumstances 

Now, that perhaps raises a question of whether the Governmen; 
should get a share of the royalty instead of just remitting it, o 
instead of just having the manufacturer collect a lower royalty, | 
don’t believe that there is any sound reason, or rather I think that 
the — of sound reasons are against letting the Government collect 
a royalty. 

For ne thing, I think it would give the Government too much in. 
terest in disregarding what restrictions would be desirable in the 
public interest in granting this monopoly power. The Government 
would be too willing to let the manufacturer, who perhaps did not 
deserve it for the special reasons I mentioned, have the monopoly 
power. 

But perhaps the most important reason I think it would be wrong 
is that it really wouldn’t gain anything. The share of the royalty 
which the Government would charge would be added in as part of the 
cost of the manufacturer, the uinakeeaieap on all the manufacturer's 
costs would apply to it, the manufacturer would sell to a distributor 
who also ce sell with a usual markup on all of his costs, and by 
the time it goes to the ultimate purchaser, the purchaser would be 
paying all of the royalty which the Government collected, plus from 
one to three markups on that royalty. So I don’t think it is eco. 
nomically sound to doit that way. The Government, the public, would 
be far better off to forget the royalty. 

I think one other thing I might mention is in regard to this consti- 
tutional question that Mr. Chenoweth raised. That question has been 
used—that theory of unconstitutionality has been used by patent 
lawyers for a long, long time in opposing the idea of compulsory 
licensing, on the ground that Congress has no power to grant any- 
thing but an exclusive license. I think that perhaps the answer to 
that is that the greater power includes the lesser power. 

If Congress has the power to grant exclusive rights, it has the power 
to grant something less than icles rights. I think that that would 
fit in the situation here, where Congress would be granting, according 
to my recommendation, a patent minus the right to enjoin, minus the 
exclusivity. 

I wouldn’t have any fears for my client, at least, that those patents 
would be held invalid on the ground of unconstitutionality. There is 
always too much fear they will be held invalid for other reasons. 

I believe that that is all that I am prepared to state. 

Mr. Mrrenevy. Thank you very much, Mr. Robertson. 

Now, your testimony, to my mind, advances the theory that there 
is in your mind a fear of monopoly that would come by the granting 
of these exclusive rights. What is the real fear that you have thats 
wrong with that? And that is, as you pointed out, quite contrary to 
many witnesses we have heard earlier. 
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Mr. Roperrson. Yes. 
Well, the antipatent boys aren’t too completely dumb in calling 
atents monopolies and calling monopolies odious. Monopolies are 
odious. Patent monopolies escape being odious only because they are 
so highly deserved and so much in the public interest. 

Now, why are they odious, why would they be odious if they are 
not in the particular instance deserved and in the public interest? 
Because of two things: One, the power to charge too much; and the 
other, the power to exclude competition. ; 

In the case of the consumers, the person who has a monopoly is 
almost certain to charge more than he would if he didn’t have the 
monopoly. In the case of ordinary patents it is where they have 
done great research, costly research and risked not getting any of 
their money back, they ought to charge considerably more than they 
would with competition. 

They want to get their money back. And if they didn’t have a good 
chance of getting their money back they wouldn’t risk the research 
in the first place. Some types of research where there may be only 
1 chance in 10 that it will be successsful, by the law of averages, they 
ought to be able to make 10 times as much profit as if they had com- 

tition, or it wouldn’t be worthwhile, mathematically. 

I don’t think they ever got that much, but it is theoretically what 
they would seem to be entitled to. 

ow, they would have just as much power for monopoly, for these 
matters of charging a little too much or even a lot too much if the 
patent had been given to them by the Government, or through Gov- 
ernment research. I don’t believe there is a single patent lawyer who 
would condone the idea of the Government through its own employees 
undertaking a research program, taking out the patent and after it 
got the patent selecting some particular company and giving him the 
patent monopoly. They would think that was unpardonable fa- 
voritism. Yet the same thing results if the Government chooses a 
particular company to do the research work and lets them have the 
same monopoly patent. 

Mr. Mircuetyi. Do you have the same feeling about the danger of 
this exclusive rights from an individual company, whether it is done 
by Government-financed R. & D. project or whether it is by a com- 
pay's own funds? Do you have the same fear, though, of the end 
result ? 

Mr. Rozertson. The same fear of the end results, except in one in- 
stance there is a necessary—it is a necessary situation for encourage- 
ment, and is justified because the person has done it entirely on his 
own, whereas in the other instance, the latter factor is missing, he 
didn’t do it entirely on his own. And the justification is much less 
strong, there is much less need for it. 

Mr. Mircueti. As I understand your presentation to us, you would 
on these discoveries that result from Government-financed projects 
approve of the grant of a patent, but without the injunctive authority ? 

Mr. Rosertson. That is correct, yes. It is possible, if it were pre- 
dictable from the early stages, or if people were unwilling to leave the 
sone of royalties to subsequent determination, as by courts, that 

would favor specifying that the royalties shouldn’t be in excess of a 
certain amount to be determined at the time of the contract. 
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Mr. Mircueti. Now, we have, and you have touched on this, but J 
would like you to elaborate further; in view of that, Mr. Robert. 
son—and you have heard other witnesses and if you read some of the 
testimony of the preceding witnesses this week—we have continuous} 
been told that any patent system that would not have that exclusive tie 
that you talk about would destroy the incentive of any company or 
inventor entering into research and development on a particular 
project. 

Do you have any comment? Can you compare your theory with 
theirs ? 

Mr. Rozerrson. Well, it certainly would reduce the incentive. And 
it certainly would not destroy the incentive. There would be a lot 
of incentive, still. Whether that which remained would be enoug 
plus a profitable contract, I think you can judge as well as I can, 

I have had no close experience with the executive personnel of 
corporations, I regret to say, in Government contracts at the time they 
were considering those things to judge. 

Mr. Mrircnenn. Well, that reduced incentive; how important 


in your judgment is that, to the subject matter that this committee is | 


concerned with ¢ 

We have also been told that the present law which binds NASA in 
its contract is hampering our space effort. Your proposal, you say, 
would reduce incentive. How do you feel it a affect the subject 
aioe of this committee’s investigation? Would it affect the space 
effort ? 

Mr. Roserrson. First of all, I think my proposal would give more 
incentive than the present act stands for. I think that the certainty 
of the portion of the incentive which I have mentioned would amount 
to more incentive than is present under the present act. Although I 
do want to say that I think the Administrator under the present act 
has done a wonderful job in giving as much incentive as this act would 

rmit. 

Saiieem it is true that under this incentive, under this act, he does hold 
forth the possibility of the full monopoly which, under mine, he would 
not hold forth. But the certainty of getting something a little bit less 
than that, in my opinion, would amount to more than the present 
average. 

Mr. Mircnet.. Your testimony, Mr. Robertson, is quite unusual, 
I don’t mean that in any derogatory term at all, but I mean in com- 
parison with the others, you certainly don’t adopt Professor Melman’s 
theory, nor the general uniform theory of most of the patent attorneys 
who have been before us during this week. Have you had an oppor- 
tunity to read the hearings of yesterday? Did you hear the hypo- 
thetical question 

Mr. Rosertson. No, I have not. I tried to scan through Professor 
Melman’s comments, as I was also listening to Mr. Davis, but that 
is all that I read. 

Mr. Mircueyi. On yesterday, Mr. Yeager propounded a question 
which was in substance this, that NASA contracts with a drug com- 
pany, pharmaceutical house, to do R. & ). work for a particular mis- 
sion connected with the space effort, ar 1 collaterally to it—now this 
is for one specific purpose—but in the R. & D. work, with the use of 
Government money, they come up with . cancer cure. 
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Now, his question was, in substance; is that such a case where the 
Government should take title or consider the possibility of taking title 
and giving this discovery to all who would seek to manufacture it? 

Mr. Roserrson. It seems there are two branches to that question. 

should they take title? I can see no reason why they should take 
title in the sense of owning a monopoly. Tuy 

Two, as to getting it to the widest possible distribution, I am in- 
dined to think they s ould. 

Sometimes the best procedure for that might be to let one company, 
ifit has an equity such as having developed it, have the right to royal- 
ties and get it started, being in a preferred position. In other cases 
that might not be the best way to get it out freely. There is a great 
deal of research done and always has been that is for general distri- 
bution, not for the Government use alone, and it has always seemed 
to me throughout the discussions of this act that the idea of giving 
the Government a nonexclusive right for governmental purposes just 
isn’t enough to protect the Government interest in many instances, 
because if the Government is paying to have the work done to make 


it publicly available, then giving the Government the right to use it 


for governmental purposes isn’t what they are paying for. . 

Mr. Mircueti. Can you see a difference in when the discovery is 
one, not as dramatic and needed as a drug that would be a cancer 
cure, insofar as it relates to the public interest ? 

Mr. Rosertson. Only in degree that I can think of. 

There is a greater Tiwenee in kind; whether it would apply to 
the cancer cure or not, I don’t know, and that is the necessity for en- 
couraging the further outlay of funds in commercial situations. I 
suspect very likely in the case of the cancer cure it would have been 
worked out so that wouldn’t be a big factor. 

In other fields it might be a very big factor. But I would like 
to point out there that granting a monopoly, an odious monopoly, 
our liberal friends might call it, for that reason is not the theoretical 
basis of our patent laws. It is a very valuable byproduct of our 
patent laws, but our Constitution does not permit the granting of a 
monopoly, even for a limited time, for the sake of encouraging some- 
one to start manufacturing. : f 

It is only inventors to whom the Constitution gives that privilege, 
and I think that undoubtedly the oe was that the inventors 
— be largely taking their own risks and providing their own 
ideas, 

Mr. Mircnet.. How do you think your theory would apply to this 
question that I gave you? 

r. Ropertson. Of the cancer cure? 

Mr. Yes. 

Mr. Rosertson. I assume that the cure was developed in the course 
ofa research contract ? 

Mr. Yes. 

Mr. Rosrrrson. Well, the research contractor would automatically 
havea license.to promote it for sale. Unless he could show that there 
was aneed for him to have mchiopoly, show it at any time, preferably 
as close to the time when he wanted to start out on a program for 
which he needed the monopoly as possible, unless he could show that, 
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then everybody else would also have the right, for a royalty, to make 
the same cancer cure and sell it. 

Mr. Mircuexy. Just one further question now, Mr. Robertson, 

You heard the discussion by Mr. Davis who preceded you. Thy 
subject has come up frequently during the hearings, of a declaratig, 
of policy of the Congress. 

at are your views as to whether this committee should make gu¢} 
a recommendation and as to the value of such a recommendation with. 
out going into the precise merits of it ¢ 

First, do you think it would be of benefit to industry and the 
patent field ? 

Mr. Roserrson. Well, whether it would be a benefit or not would 
depend largely on what you recommended. But certainly, I would 
say that if you did recommend something which was sound, it would 
be very beneficial. Even your recommending it would be beneficial, 

Mr. Mrrenexi. All right. Now, tell us what is sound? 

Mr. Roserrson. Well, of course, I think what is sound is what | 
have recommended. I might say that I am guilty of having a en. 
sading instinct and to whatever extent that necessarily means that 
I am probably mentally unbalanced, you should disregard what | 
say. [ Laughter. ] 

Mr. Mrrcueti. Thank you, Mr. Robertson. Judge Chenoweth! 

Mr. Cuenowetnu. Mr. Robertson, I appreciate your comments on 
the constitutional question which has Siok presented. You think 
there is no merit to that proposal 

Mr. Roserrson. To that doctrine of unconstitutionality, I think 
there is no merit. 

Mr. Cuenowern. Now, you shy away from the monopolistic fea- 
tures of the patent system; 1s that correct ¢ 

Mr. Roserrson. I shy away from the monopolistic features in the 
instances where the monopoly is not as fully deserved as in the usual 
case where the person who gets the patent or his employer has risked 
everything and instigated everything. 

Mr. Curnoweru. You would almost have to amend the Constitu. 
tion, then, wouldn’t you, to obtain the remedy you are seeking? Be- 
cause it provides here that, and I quote from the Constitution: 
Secure for limited times to authors, inventors the exclusive right for their re 
spective writings and discoveries. 

Now, we secure them, that means to make firm. 

Myr. Rorerrsow. T am afraid 

Mr. Cuenowern. Exclusive is a pretty strong word, as these are, 
However, you got to secure them, make them exclusive, unless you 
give him the right over a period of time to determine how that patent 
should be used. 

Mr. Ropertson. [ thought you and [ had agreed that the very argt: 
ment you are now making was unsound 4 

Mr. Cuenoweru. I am reading the Constitution now. 

Mr. Roserrson. Yes. But that is a power to grant. My position 
on that is that 


Mr. Cruenowern. I am not talking about the Government owner 
ship here, now, I am talking about your monopolistic theory. 

Mr. Roserrson. Yes. It is a power to grant an exclusive right. 
What is the wording there? 
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Mr. Cnenowernu. Secure the exclusive rights for a limited time. 

Mr. Rozertson. Yes. I think that the power to secure the exclu- 
sive rights ve also the power to secure any lesser rights than the 

ive rights. 
Cn cnowert. You have certain degrees in colors in there, you go 
from one shade to re 

. Ropertson. Yes, sir. 

a CHENOWETH. That is a new theory, I have never heard that 

ore. 
> Rogertson. Of course, the whole theory of compulsory licens- 
ing is one shade off from the complete power of monopoly, also. 

r. CueNowETH. You are a strong believer, I think you mentioned, 
inthe patent system. 

Mr. Curnowetn. You believe—in fact it comes to you by tradition, 
you have inherited this admiration for the patent system. 

Mr. Rosertson. Either by inheritance or very early environment, 

sir. 

Mr. Cuenoweru. Now, the patent system doesn’t contemplate Gov- 
ernment ownership of patents, does it / 

Mr. Rosertson. Certainly I feel sure that it wasn’t contemplated at 
the time the Constitution was written. As far as the mere constitu- 
tional theory is concerned, I don’t see why the Government can’t be 
the assignee as well as a private corporation can be the assignee. I 
don’t like the idea. 

Mr. Cuenoweru. Would you agree with your colleagues at the 
patent bar that a patent in the hands of the Government is absolutely 
worthless, of no value whatever? 

Mr. Roserrson. From the standpoint of what it will accomplish, 


Mr. CuenowerH. You agree with them on that? 

Mr. Rozerrson. I don’t believe it lapses by going into the hands 
of the Government. 

Mr. Cuenoweru. But you agree, then, you concur in their attitude 
in that respect ? 

Mr. Roperrson. Yes. 

Mr. CHENOWETH. Now, then, we have had statements this week 
from this array of patent attorneys, very eminent and qualified, such 
as you, who have had long experience with patent matters stating that 
their clients are not eager, or anxious to enter into these contracts 
with the Government where the Government is going to take title to 
a patent, because the prospective ownership of the patent gives them 
the incentive to want to enter into that contract at all, 

That is where they make their profit. They are doing research and 
development work at a fee, sometimes at no profit, but they hope to 
make some profit out of the exploitation of the invention, if an inven- 
tion comes as a result of their research. 

Now, you say, your theory is that they ought to pay more for this 
research and development work and then not give them the title to 
the patent, but give them the right, I believe you said, to collect 

r. Ronertson. Yes. 
Mr. Cuenowern. Royalties from whom? 
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Mr. Rozertson. From licenses. 

Mr. Cuenowertu. From licenses. 

Mr. Roserrson. From other manufacturers, in other words. 

Mr. Curnowetu. You would permit them to manufacture their 
own article, then ¢ 

Mr. Ropertson. Yes, I would permit them to manufacture. 
would have the full advantage that you speak of as far as manufac. 
turing is concerned, in fact they would be first—presumably would be 
first in the field, which is a very valuable incentive, itself, in man 
instances and they would have all of the know-how developed often 
at the Government’s expense. 

Mr. Cuenowetu. They are the ones that obtain the patent, they 
are the ones that arrived at the patent, it is their invention. 

Mr. Rosertson. At the invention, yes. 

Mr. CuenowetH. Where do the others come in, then ? 

Mr. Ropertson. The others would have the right upon payment 
of a royalty to the one who originated it, under Government contract, 
to also manufacture and sell to the public. 

Mr. Cuenowetu. They have that right these days, don’t they? 

- wi Rozertson. Not if the Administrator waives the entire patent 
right. 

fr. Curnowernu. I am thinking about the common practice now, in 
the patent field. I am not talking about Government ownership, 
Suppose someone invents something that is particularly applicable to 
an automobile, for instance, and the other manufacturers would like 
to have it, don’t they put that on their car and pay royalty ? 

Mr. Ropertson. I believe in some fields sok as the automobile 
field there is pretty wide cross licensing; yes. 

Mr. Cuenowetu. Isn’t that generally in the whole patent field! 

Mr. Rosertson. It is not generally in the whole patent field; no. 

Mr. Cuenowetu. I see. 

Mr. Rosertson. I would say in most of the instances where there is 
patent litigation it is an instance where the patent owner is un- 
willing to license anybody else. Now, maybe “most” is ge he- 
cause there are some in which some one else would pay a small roy- 
alty, but it isn’t willing to pay the royalty the patentee is willing to 
license for. 

Mr. CuEenowetu. It looks to me from your statement, which is very 
interesting, that you want to go in the same general direction as your 
colleagues at the patent bar, except that you balk and hesitate and stop 
at +e vesting of the ownership of the patent in the inventor; is that 
right 

Mr. Rosertson. The ownership of the exclusive phases of the patent; 

es. 
’ Mr. Cuenowetn. Of course, the exclusive part is of course the basic 
part of the whole patent system, isn’t it? If you are going to take 
out the exclusive feature, then you have no patent system. 

Mr. Rorertson. No, the right to royal/ies would still be a patent 
system. I am not claiming it would be es good a patent system for 
the ordinary situation, you need more encouragement than that to 
persuade people to put their own money, their own endeavors, do 
everything, and so forth, entirely on their own. 
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Mr. Cuenowetu. Now, the U.S. Government takes a nonexclusive 

royalty-free license and they can spread that business out wherever 
want to. 
Rosertson. Most of the proposals I have seen—— 

Mr. CuENowETH. Without any payment whatever to the inventor. 

Mr. Rosertson. Most of the proposals I have seen have limited that 
to Government use only. 

Mr. Cuenowetu. I say governmental use. 193 

Mr. Rozertson. Yes. I think that is opposed to spreading it out 
for ordinary sales. tse 

Mr. CuenowerH. Suppose it is a tank or something, he could have 
half a dozen manufacturers. ’ 

Mr. Ropertson. That is right. And in the particular field where 
the particular invention has no value except for governmental sales, 
that is all you need, but I suspect that in the space field and certainly 
in the aeronautics field the Government is interested in more than Gov- 
ernment use; and certainly in many other fields for which this par- 
ticular consideration may result in setting a pattern, there is a great 
deal of research where the Government isn’t interested in buying any 
orusing any at all. 

Take the agricultural field, the Government’s use of agricultural— 
the products of agricultural research, as far as I know, is zero. 

Mr. CuEenoweru. In this royalty field which you have referred to, 
the Government is not involved in that, as I understand it ? 

That is a question, then, of negotiation between inventor, the owner 
of the patent and those who would like to manufacture that article? 

Mr. Rosertson. That is right. 

Mr. CHENowetH. Where does the Government come in? They have 
nothing to do with that. 

Mr. Rozertson. They perhaps should have something to do with it. 

Mr. CHENOWETH. y should they ? 

Mr. Rogertson. If they pay for the research, they perhaps should 
see that the public isn’t charged excessive royalties for the use of that 
research. 

Mr. Curenowertu. Well, the statements before the committee this 
week indicate to me that the Government participation in these re- 
search and development contracts sometimes is a very minor part of 
the entire cost and that if we are going to go into an area where we 
are going to take away the ownership of patent and deprive them of 
the fruits of their inventions, we are going to have to pay greatly in- 
creased amounts, if in fact they are interested at all. 

We have had specific cases here this week, several of them, that they 
are just not interested in doing business with the Government on that 
basis unless they can have the patent. That applies to many small 
businesses, where their only chance to come out is to make something 
out a the production, commercially, of the article which might be in- 
vented. 

Mr. Rosertson. The only instances I personally have had any ex- 
perience with were instances in which the contractor felt that it was a 
profitable enterprise aside from the patents. 

Now, I have no doubt that there are the other type, too, and I don’t 
think that there should be any hard and fast rules unless it was a rule 
which itself was flexible. Now, permitting reasonable royalty, one of 
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the factors to be considered being the relative contributions of th 
private concern and the Government, would in itself be a flexible rule, 
so that if the Government contribution was negligible, a full royalty 
would be collected. 

Mr. CuEenoweru. Would you recommend to the committee that ye 
— section 305 ? 

fr. Ronerrson. I would not recommend that it be repealed withoyt 
a substitute. Well, some of it could be repealed outright. The pro- 
visions for 

Mr. Cuenoweru. I am talking about Government ownership noy 
You would repeal that outright, would you ? ’ 

Mr. Ropertson. Well, the Government ownership I would certain} 
repeal outright as far as acquiring the full title to monopoly is con. 
cerned, yes. But I think there should be substituted for it some 
power to safeguard the monopolies that are remaining in private hands 
against being abused. 

Mr. Curnowern. You are talking about commercial production? 

Mr. Ropertrson. Yes. 

Mr. Cuenowern. You have that horror of this monopoly ? 

Mr. Rosertson. I don’t so much have the horror, myself, as I know 
that others have it and I think maybe they are justified. 

Mr. Cuenowetu. Of course, monopoly for a certain period is q 
byproduct of the patent system, isn’t it / 

Mr. Rosertson. That is right. 

Mr. Cuenowern. How are you going to get away from it? We 
can’t legislate something here which is fundamentally and diametri. 
cally opposed to the patent system. 

Mr. Ronertson. I wouldn’t say it is fundamentally and diametri- 
cally opposed. I would say it is a different system. 

Mr. CHEenoweru. I can see it is different. 

Mr. Rosertson. Yes. Certainly you could recommend it. Asa 
matter of fact, following Mr. Davis’ concept, which I think is cor. 
rect, that the courts will exercise discretion and sometimes not grant 
injunctions, it might be sufficient to merely state the congressional 
policy that one of the factors that could be considered in exercising 
that discretion would be the extent to which the invention was financed 
and instigated, or either of them, by the Government. 

Mr. Cuenowernu. Are you familiar, Mr. Robertson, with the De 
partment of Defense policies relating to patents on R. & D. contracts! 

Mr. Rosertson. Generally speaking, yes. 

Mr. Cuenowern. Is that generally satisfactory to both the Gov- 
ernment and the contractors, in your opinion? Is there any great in- 
justice or inequities in that policy ? 

Mr. Rosertson. I think it is generally satisfactory to the agency 
involved and to the contractors. 

Mr. Cuenowern. Why couldn't we just adopt that right here in the 
space field ? 

Mr. Rosertson. I don’t believe that it fulfills what I hope you will 
do of safeguarding the patent system against abuse, and I might say 
safeguarding yourself against criticism, too. The same criticism that 
I fear is hurting the patent system, when in the future some one or two 
instances of abusive use of a monopoly occur, will also be criticism 
of the Space Administration. 
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Mr. CuenoweEru. You say there are critics today of the whole 
patent system ? 

Mr. Rosertson. Yes. : 

Mr. CuenoweTu. They would like to see it abolished ? 

Mr. Roserrson. I think Professor Melman would be in that class. 

Mr. Cuenowetu. Who? 

_ Mr. Rozertson. Professor Melman. | 
- Mr. Cuenowetu. How widespread is that theory? 

Mr. Rosertson. I think very small now. In the days of the TNEC 
hearings—I think it was about 1941—I think it was quite a little more 
widespread. My brother told me that if the patent system couldn’t 
be improved he would think that it would be better for it to be abol- 
= CHENOWETH. Were these abuses so flagrant as to take such an 
extreme view as that? 

Mr. Rosertson. Well, I didn’t agree with this choice of the two 
alternatives. But I could see some merit in his position. ‘There were 

uses. 
CueNnoweTH. I won't take the time, Mr. Robertson, to go into 
that today. I wish we had the time. It would be a very interesting 
subject to explore. You have been a very interesting witness and you 
have presented a little different here car than anyone else that has 
appeared before the committee up to this time. 

r. Ropertson. That is why I came. 

Mr. Coenowern. Your attitude is different, but I think you are on 
the same general road with your colleagues. 

Mr. Roperrson. Definitely. 

Mr. CHENoweTH. But when you get to the end, you are not quite 
sure just what type of color car you want to travel in, what model. 

Mr. Rogertson. You might put it this way: I am sure I don’t want 
to travel in the unbridled monopoly car when the monopoly results 
primarily from Government financing and instigation. 

Mr. Cuenowern. You object to the monopoly in the commercial 
field today as a byproduct of the patent system ? 

Mr. Rozertson. No, I do not. 

Mr. Curenowern. You don’t object to that? 

Mr. Rozertson. No. 

Mr. CoeNowetH. When does this fear of the monopoly system arise, 
where does it begin ? 

Mr. Rosertson. When it is substantially less deserved than it is 
inthe ordinary commercial situation. 

Mr. Cuznoweru. I don’t quite catch what you mean. 

Mr. Rozertson. Well, put it this way: I can see considerable basic 
objection to the patent monopoly. Like all monopoly, if you can 
look only at the monopoly side of it, it is odious. Now, in the case 
of the patent system as it ordinarily functions, you have got to look 
at the other side. The other side is extremely important, the encourag- 
ing of people to use their ingenuity, to invest money in trying to 
develop their ideas, in investing money in research after they get the 
full idea, to prove it out. And that side of the consideration is, to 
me, so far more important than the odious aspect of the monopoly 
that it far outweighs it when the considerations are that strong. But, 
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in the case of the Government-financed research, the consideratigg, 
are nowhere near that meong. 

Mr. Cuenoweru. Well, if we have imposed limitations upon NAS4 
here which are hampering, retarding the normal 
and development program, we should take immediate steps to remoy 
that limitation, that hindrance, shouldn’t we? 

Mr. Rosertson. Yes, you should. I am not convinced, myself, tha 
as now administered that is true. The great fault of the act, in ny 
opinion, is the possibility of it being administered less fairly, wit) 
less of an eye to the incentive. 

Mr. CuenowetH. But you do recommend section 305 be repeala 
and something vabetiseted | in its place? 

Mr. Ropertson. Yes. 

Mr. Cuenowetu. Thank you very much. 

Mr. Roserrson. You are certainly welcome. 

Mr. Mircueti. Mr. Robertson, we have been told that the presen 
patent system gives greatest protection and better stimulates the p. 
search and development with the individual inventor and small bug. | 
ness. Do you subscribe to that theory, if I make myself clear? | 

Mr. Roserrson. I think I understand what you mean. Y, 
think the present patent system is far more important for the smalj 
inventor and the small corporation than it is for the large. |p. 
cidentally, that is another of the Melman fallacies. He speaks, in f 
he used the words with you, of these “typical” industries—he didnt 
survey typical industries, he surveyed the four largest corporations in 
four huge industries, it wasn’t typical at all. But I don’t think his 
results were sound even for the four. 

Mr. Mircuey. Mr. Quigley. 

Mr. Quietey. Speaking for myself, I just want to say that I an 

teful for your appearance here today. You have given us th 

nefit of some new, and I think original thinking. I don’t know what 

the committee might decide ultimately, but I am grateful to you for 
coming and for the ideas you have expressed. 

I also feel we probably owe a debt of gratitude to that brother of 
yours. Washe bigger than you? 

Mr. Rosertson. No; but he was smarter. 

Mr. Quierry. If he was bigger than you, he Jet you up a little too 
soon. You disappoint me in one respect. If I can simplify, ove: 
simplify, perhaps, your testimony, I gather you are against monop- 
olies generally, as a general proposition 4 

Mr. Roxgerrson. As a general proposition, with the one exception, 
T am very much against monopolies. 

Mr. Quieter. Right. You recognize where an inventor or con- 
pany or both take great risk in the way of time, effort, and capital, 
perhaps the appropriate reward is to give them the monopoly whichis 
now provided for under our patent system ¢ 

Mr. Ronerrson. Yes. 

Mr. Quiciey. You think an entirely different rule of law, equity, 
and justice should prevail when the invention which results not from 
the time and effort and the capital expenditure on the part of a com- 
pany or an individual or a group of individuals, but it flows rather 
to a i extent from the moneys put up by the U.S. Gover: 
ment 
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Mr. Rozerrson. Yes; and I might say especially if also the instiga- 
tion comes from the U.S.Government. 

Mr. Quieter. Right. Now, do you think that the present NASA 
jaw is wrong insofar as it attempts to prevent the monopoly from 
forming in private companies as a result o a Government research con- 
tract, it attempts to prevent that by seeking to create a monopoly in 
the U.S. Government ? 

Mr. Rosertson. I think that is the wrong approach, definitely. 

Mr. Quieter. You think that is the wrong approach. In other 
words, you are saying the monopoly in Uncle Sam is just as bad or 
worse, perhaps, than a monopoly in a private individual, it may be 

‘ae Rosertson. If it were exercised it would be very much worse. 

Mr. Quieter. So what you are suggesting is a modification of the 
basic concepts of patent law, that we don’t provide a monopoly; that 
instead, under a research and development contract with NASA, a 
contractor who comes up with an invention during the course of his 
Government research and development contract, could be assured first 
aright of use; is that right ? 

r. Ropertson. Right. 

Mr. Quieter. Secondly, that it would not be a monopoly, that other 
competing companies would have a similar right of use which could 
not be enjoined in a court of law ? 

Mr. Rosertson. Right. 

Mr. Quictey. But if a competitor company who did not ~~ 
the invention elected to take advantage of this right of use, they woul 
have to pay a royalty to the inventing company ? 

Mr. Rosertson. Right. 

Mr. Quieter. Now, your further suggestion is that perhaps under 
certain circumstances this would be a reduced royalty ? 

Mr. Roperrson. Right. 

Mr. Quieter. Now, you don’t visualize that any Government ad- 
ministrative agency would get involved in saying to a company, com- 
pany A, “We want companies B, C, D, and E to go ahead”? This 
would be entirely up to the individual companies; is that right? 

Mr. Rosertson. I am not sure—— ‘ 

Mr, Quiciry. In other words, 1 want to make clear in my own 
mind that you are suggesting here that the Administrator of NASA 
can say to company A, after it has perteoted one of these inventions: 
“Now, look, we would like you to make that available to company B and 
Cand D’’? 

Mr. Rozerrson. There are two ways that it could be done. I pre- 
fer the one where the Administrator wouldn’t even have to say that, 
and the company still couldn’t say no; where anyone would have the 

htto come in and follow the processes or make the new product. 

. Quieter. So that basically and fundamentally what you are 
suggesting is no different than what could be done now under the 
patent system, except of course that company A couldn’t go in and get 
a injunction to prevent the infringement, al) they could hope to get 
was to be compensated by an appropriate royalty payment ? 

Mr. Rosertson. That is right. 

_ Mr. Quieter. So what you would, in effect, do is, in the case of 
inventions resulting from Government research contracts, you would 


| 
Jong 
ASA 
arch 
hove 
my | 
with 
aled 
Set 
Te. 
| 
8,1 
mall | 
fut | 
act, 
ida 
aS In 
his 
am 
the 
what 
| for 
of | 
> too 
Ve} 
tion, 
i 
COM: 
ther 


486 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


permit, in effect, widespread infringement without the right to hay, 
those infringements enjoined, but with the right in the inventing 
company to be compensated in the form of royalties? 

Mr. Rozertson. That is approximately right, yes. 

Mr. Quieter. Now, where you disappointed me was, and whey 
your brother left you up too soon was, that I fully expected you to a0 
one step further in your modification of the patent system, and that js: 
I have often wondered, I haven’t mentioned it during the course of 
these hearings, because I think sometimes I have been too much of 
devil’s advocate, but I have often wondered what is so sacred about 17 


years. Why wouldn’t one of the possible solutions to this problem }y | 


that NASA could, under direction from Congress, give some kind of, 
monopoly, an exclusive monopoly for a period less than 17 years) 
What is so sacred about the traditional number that certainly, at beg, 
must have been a compromise ¢ 

If I ever heard of a compromise figure, it is 17. Isthisa possibility 
which would permit us to give, perhaps not to the maximum incentiye, 
which I think you pointed out very well we are not really interested 
in a maximum incentive or we would make it 50- or 117-year monopoly; 
we are interested in the best possible incentive under all the cireun. 
stances ? 

Mr. Rosertson. That is certainly a possibility. And it incidentally 
would remove the constitutional fears, so far as there is any valid 
constitutional fear, because you would be giving an exclusive—the 
exclusive rights for a short period of time. 

Mr. Quietry. I am not even going to venture to suggest what the 
period should be, but it seems to me that circumstances have changed, 
that Government money and research and development contracts have 
eaused in the Congress of the United States, and in the industrial 
community generally in this country, to do some revised thinking 
about the whole patent system. I think there has been a tendency to 
either junk it, formally or informally, as we have done in the Atomic 
Energy Act, and I don’t think this is a good thing. But I am not con- 
vinced, after hearing a week’s testimony, that the ultimate and only 
possible answer to the problem is to go all the way back to the old 
approach. I don’t think it is either/or. I think there might be, ther 
might be a satisfactory way, down the middle, but frankly I will admit 
up to this point I am not ready to attempt to write the law 

Mr. Roserrson. I think you have got a very good field for consid- 
eration, though. One of the considerations justifying the 17-year 
monopoly is that a great many times the inventor doesn’t succeed in 
spite of strenuous efforts in getting his invention on the market for 
15 years; in fact, sometimes not for 30 years. He is too far ahead of 
his time to ever get any profit. 

So in the case of the privately developed invention, there is a great 
chance during 15 years, if we shortened it even that much, that he 
would not get very much reward. There is much less of this in the 
case of Government-financed inventions because they are developed at 
the very beginning to the point where they are usable. 

Mr. Quieter. I have no further questions. 

Frankly, I do appreciate your testimony, and I think you have mate 
a real contribution to what we have here. 
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Mr. Rozertson. If I may follow up your thought with one more 
thing. It would be possible to have that shortened period of the full 
monopoly be followed by a royalty right even for the rest of the 17 

ears, and it would also be possible for the period of full monopoly to 

gin, if it is shortened, to begin from the time when he gets on the 
market, so that he would have a chance to be the first on the market 
effectively. If, for example, you made it 1 year on the market, that 
would be appreciable. If you made it only 1 year regardless of 
whether he is on the market or not, it would usually be gone before 
he got there. 

Mr. Quictey. You see, I feel that this committee has a responsi- 
bility that goes beyond just amending the NASA Act. Because I 
think ultimately—everybody that came in here is agreed that what we 
need ultimately in this country is a uniform patent policy, as far as 
the Government’s dealings are concerned. 

Frankly, if we just flip back to the DOD approach, we are a long, 
long way from uniformity, because, let’s face it, the Atomic Energy 
Commission is here to stay and it has already demonstrated its ability 
to defend its patent position before several Congresses of the United 
States. What I am hoping is that by perhaps finding a way down 
the middle of the street with NASA we can ultimately, over a period 
of time, work out an equitable, fair, and uniform policy that would be 

ursued by all departments of the U.S, Government on research and 

evelopment contracts. 

Now, I think we are going to move away from that if we just take 
the easy way out and adopt the DOD approach. I think we make a 
mistake if we went to the AEC approach. I think the answer is 
somewhere in between, and I am still struggling to find out where it is. 

Mr. Rozertson. I agree with you. I hope you will come up with 
something worthy of uniformity. 

Mr. Mr. Bass? 

Mr. Bass. Is your firm in Chicago, Jones, Darbo & Robertson, is this 
exclusively a patent practicing firm ? 

Mr. Rosertson. Substantially exclusively patents and related 
things, like copyrights. 

Mr. Bass. You practice patent law exclusively ? 

Mr. Rosertson. Except for perhaps 10 percent of my time in trade- 
marks and copyrights. 

Mr. Bass. How long have you been in practice ? 

Mr. Rosertson. Since 1929, though my first few months were in 
the corporate patent department. From 1927 to 1929 I was a junior 
examiner in a patent office. 

Mr. Bass. How much experience have you had in representing 
clients contracting with the Government ? 

Mr. Rozertson. I have not been in on the contracting end of it at 
all. Iam in a very poor position, as I told you earlier, to judge any 
better than you can what the particular reaction is at that time. 

Mr. Bass. So you have had no experience in this particular field? 

Mr. Rozertson. Yes; I have had some experience with the patent 
contracts afterward and some experience to possibly judge the reac- 
tion of a very small number of manufacturers who are under contract. 

Mr. Bass. What experience was that ? 
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Mr. Rogertson. Well, research and development contract with the 
Defense Department, or some branch of it, in which I prepared patent 
applications and informed the agency of the preparation and of the 
other inventive features, on which I did not prepare an application 
so that they could decide whether they wanted to pursue that or not, 

Mr. Bass. So that as I understand it you have represented clients 
who naxe had research and development contracts with the Govern. 
ment! 

Mr. Rozertson. Yes. 

Mr. Bass. In connection with patent applications that they haye 
later filed. 

Mr. Rogertson. Yes. 

Mr. Bass. How many instances of that nature / 

Mr. Roserrson. Very few. There is only one client that I think 
of at the moment that I was in that position with. There is at least 
one other that I remember had a contract, we didn’t file any patent 

r. Bass. One, possibly two, then. 

Mr. Ropertson. Yes. 

Mr. Bass. Now, as I understand your recommendation to this com- 
mittee, the only additional incentive that you would provide for an 
R. & D. contractor with the Government would be the right to sue 
other firms using a particular invention for compensation or royalty, 
is that correct ? 

Mr. Rozertson. That could be one interpretation of it. If it were 
coupled with something which made the situation more often one of 
a royalty agreement instead of suit, that would be a better expression 
of it, in my opinion. But I think that would result automatically. 
The power to sue for royalty compensation would usually result in 
a royalty agreement. 

r. Bass. Do you think that right to sue is of any great value! 

Mr. Rozertson. Yes. In two respects. Not only the cost of the— 
not only the money they would receive, but also the fact that the 
other company would have to pay it, the competitor would have to 
pay it, it eae be an element of cost in the competitor’s cost figures 
which would somewhat offset any deficit resulting from the Govern- 
ment contracts which that contractor had to put in his cost figures. 
I might say that is a fairly important consideration. I recently set- 
tled a lawsuit in which by client paid a small royalty, but there was 
a provision that at the end of 1 year he would not have to pay that 
royalty unless his competitors were also paying it. 

r. Bass. In my experience—I am not a patent attorney, I was a 
neral practitioner before I came down here, but my experience has 

n with a small firm particularly engaging patent attorneys is an 
expensive proposition. I would think with a small firm the right to 
sue would be of quite doubtful value because it is so expensive. 

Mr. Roszrtson. That is definitely one of the faults of the present 
patent situation, even in a commercial system, where they have the 
right to obtain injunctions. 

Mr. Bass. Then I don’t see much additional incentive in your 
proposal as compared to the present setup in the Space Act. 

Mr. Rozertson. I think I might agree with you, as compared to the 
present setup as exercised it is not much additional; as compared to 


ive 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 489 


those instances under the present setup where they go further, of 
course, and give the outright monopoly power, then it is less incentive. 
{ think the average may be higher but I don’t really have enough 
basis to judge where the present average is to compare my average 
ith it. | 
wr, Bass. Mr. Robertson, you are familiar, of course, with the pres- 
ent policies of the Department of Defense in relation to R. & D. 
contracts 

Mr. Roserrson. Generally. 

Mr. Bass. So I would gather that logically you would also feel that. 
that policy should be changed, too? 

Mr. Rosertson. I do feel that way. 

Mr. Bass. Do you know of a single instance in the Department of 
Defense contracting where a contractor has acquired an unfair mo- 
nopoly, undeserved ? 

Mr. Roserrson. I would suspect that according to my theories prac- 
tically all of them are undeserved. 

Mr. Bass. All of them ? 

Mr. Rosertson. To the extent that they were full monopoly powers. 

Mr. Bass. You are logical in your answer, I will admit to that. 
But that is a rather extreme position to take, it seems to me. This 
has been going on for a number of years and we have had many, 
many contracts and to say every e one of these contracts covers 
undeserved and unfair right or windfall is going quite a ways. 

Mr. Roperrson. Well, I might counter that by asking in how many 
of them was there really any lower purchase price, lower contracting 

rice because of this obtaining this monopoly power than there would 
airs been if the monopoly power hadn’t been given. I don’t have any 
figures, but I suspect not very many of them were much lower. I am 
of course speaking in generalities, I don’t know. 

Mr. Bass. Thank you. 

Mr. CuenowetuH. May I ask another question ? 

Mr. Mrrcuei. Yes. 

Mr. CHenowetTH. I am interested in your attitude toward the in- 
ventor and your solicitude for him, which I think is entirely proper. 
The statement was made before our committee today by a patent 
attorney that the inventor probably would receive about 25 percent of 
the profits of the business where the article was marketed on the 
patent obtained. Would that be about right, in accordance with 
your practice and experience in Chicago? 

Mr. Rosertson. I hate to have Chicago look mean with respect to 
the rest of the country. I don’t believe that anywhere is 25 percent to 
the inventor likely in the case of an employed inventor. 

Mr. Cuenowertn. In the case of what? 

Mr. Roserrson. An employed inventor. 

Mr, Cuenowetn. I am just talking about an individual inventor. 
Now, he has an invention, comes into your office and wants to market 
that. Someone goes out and finds the capital and gets the people 
with manufacturing ability and advertising and marketing; what 
would be a fair compensation for the inventor in that field ? 

Mr. Rorertson. The compensation is very rarely based on a per- 
centage of profits. A very common basis of compensation is about 5 
percent of the manufacturer’s selling price. 
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Mr. CuenowetH. Five percent of the selling price ? 

Mr. Ropertson. Yes. I have known as low as a quarter of 1 per. 
cent that turned out to be a very big total. 

Mr. Cuenoweru. Would you agree that the invention, itself, jg 
without value until he finds someone who can market that at a profit 
and then he shares in that profit? Otherwise he may have invented 
the finest thing in the anid: but it is of no financial, pecuniary valye 
to him, until he finds the other group, risk capital and know-how to 
market it. 

Mr. Rozertson. That is right in the case of an individual inventor. 
In the case of a corporation, an invention may be of value to them 
even though they do not market that particular invention. 

Mr. Curnowern. You still say here is this poor inventor in your 
office, has this valuable invention, you go out and get the compan 
organized to market that invention and everyone is perfectly satisfied 
you still say then that that monopoly is undesirable, and that that 
poor inventor shouldn’t have the profits from that invention which he 
is obtaining through this company ? 

Mr. Rosertson. No, sir, I am afraid you have misunderstood me, 
Laon the very situation in which I say the monoply is thoroughly 
justified. 

Mr. Cuenowetu. You justify that one. 

Mr. Rosertson. Is very valuable to the country. 

Mr. Cuenowetu. That is the only one you justify ? 

Mr. Rosertson. The only one is not in the case of the private in- 
ventor. There is the same situation in the case of the corporation who 
hires the inventor and the corporation takes the risk that is involved 
financially and often instigates the invention. 

Mr. Cuenowetu. The corporation takes the risk in all of these 
cases, doesn’t it? They put up the capital, they find the people who 
are willing to invest their money in their enterprise, not knowing 
whether it is going to succeed or not ? 

Mr. Rosertson. I have known research and development contracts 
in which no risk was taken by the contractor. 

Mr. Cuenowertu. I am talking about the situation after the inven- 
tion has been made and the patent is obtained. That is the field I am 
just at the moment. 

r. Rosertson. Such risk as is taken then commercially would be 
the corporation’s risk. 

Mr. CuenowetH. But you object to that? You say that is a mo- 
nopoly, you want other corporations to come in and share the fruits 
of this man’s inventions? You are willing to let them pay hima 
nominal amount—— 

Mr. Rozerrtson. If the Government in effect created the invention, 

es. 
: Mr. Cuenowetu. I am not talking about the Government, I am 
talking about the general patent practice. 

Mr. Rosertson. This man who created the invention isn’t usually 
going to get the fruits of that anyway. 

Mr. Cuenoweru. You say he is going to get 5 percent. 

Mr. Rosertson. Not if he is a hired inventor, he doesn’t get 5 per- 
cent. 

Mr. Cuenowetu. What does he get? 
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Mr. Ronertson. If he gets a raise he is lucky. 

Mr. CurnoweTH. You are an employed person ? 

Mr. Ropertson. Yes. He may be getting a good salary to start 
with because of his inventive ability although my personal observation 
is that many corporations don’t recognize inventive ability as being 
gsrare as it 1s, they seem to think that anybody can invent. 

Mr. Cuenowetn. [ sort of detected all through your statement a 
sort of hostility toward corporations, those who make a profit in 
their business, those who manufacture an article with a profit motive. 
Am I correct in that? 

Mr. Ropertson. No, you are not correct in that. 

Mr. Cuenowetu. I hope I am not, because that is the basis of our 
whole economy, of the whole free enterprise system. 

Mr. Rosertson. That is right. 

Mr. CHenowetTH. I don’t see why it should be different in patents 
than anything else. 

Mr. Roperrson. That is correct. But does it follow that the same 

atent incentive is justified for a person whose risk is largely assumed 
by the Government as for one who undertook the entire risk ? 

Mr. CuenowerH. We haven’t heard very much this week, Mr. 
Robertson, where the Government has assumed the lion’s share of the 
risk. I don’t know whether you have been here at the hearings all 
week. 

Mr. Rosertson. I have not, no. 

Mr. CHenowetH. You would have heard many of these patent at- 
torneys like yourself tell about their clients who have assumed a good 
deal of that risk themselves. So it has been a two-way street and it 
has been something they both shared. Just to say how much the 
Government has participated and how much the other, that is just 
like splitting hairs. But I think there is a field here, like in the De- 
partment of Defense contracts, everyone has gotten along pretty well. 

Mr. Rosertson. Conceivably it could be everyone except the pur- 
chasing public and the competitors. 

Mr. CHENowETH. Well, I have never heard any 

Mr. Rozertson. I hope we never do, but the surest way never to is 
not to make it possible. You know we have always been confronted 
with theories that patents were bad because the inventions are shelved. 
Fortunately there has never been an instance pointed out of the mythi- 
cal or typical type of shelving. I think, however, that the patent 
people are a little bit dangerous in not providing some protection 
against that possibility, because human nature being what it is, there 
is going to be a situation of that nature and when there is the patent 
system is going to suffer as a result. The same way here, even if there 
has never been an instance of the abuse of the monopoly power I think 
it is dangerous to the patent system and unwise from the public stand- 
point to have that possibility of abuse there, in the undeserved situa- 
tion. 

Mr. Cuenowetu. As a matter of fact, you can’t separate the monop- 
oly features from the patent system, can you? 

r. Rosertson. I think you can. 

Mr. Curnoweru. How would you do it? 

Mr. Rosertson. Simply either of two ways: Provide that there 
should be no monopoly, no—— 
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Mr. Cuenoweru. No exclusive right? 

Mr. Rozertson. No exclusive right is all right, yes. 

Mr. Cuenowertu. I think you violate the Constitution. 

Mr. Rosertson. No. 

Mr. Cuenoweru. That is the word that is used in the Constitution) 

Mr. Rosertson. Yes, but I think that that power includes the legge 
power. 

Mr. CuEenowertu. It is a very interesting subject. 

That is all, Mr. Chairman. 

Mr. Mrrcueuu. Mr. Robertson, you have mentioned abuse of patents 
several times. Is one of the things that you have in mind—TI don 
think we have really gone into that—but is one abuse of a patent that 
rom are referring to the charging of what you would consider an ex. 

orbitant price when it is placed on the market ? 

Mr. Rosertson. I have got to divide that answer. It is not one of 
the abuses I have referred to as being the abuses that brought the 
patent system into ill repute in certain circles some years ago. There 
were other types of abuses there. Price fixing among the industry, 
and things of that kind. In the case of a patent which is privately 
developed, all the risk and incentive and instigation being privately 
furnished, I don’t—I am very reluctant to regard any pricing as 
abusive. 

The same pricing which I would not regard as being an abuse in 
that situation I would regard as being an abuse in the situation where 
the manufacturer, the owner of the patent, didn’t take—because of 
Government support didn’t take enough risk to justify that high 

rice. 

3 Mr. Mircuet,. Now, you have, insofar as Government instigated 
and financed research and development projected—you have referred 
to the fact that the Government might, under your theory of what 
should be adopted in the patent field in general—that the Govern- 
ment might have some hand in setting what royalties would be assessed. 
Now, was that because you were concerned about what the market 
price would be on this invention that resulted from the use of the tax- 
payer’s money ? 


Mr. Roserrson. About equally that and the hampering of the com- — 
pany that ought to be able to compete. If it pays excessive royalty, — 


it can’t 

Mr. Mrrcnet,. You mean that would increase the incentive for 
others to come in and manufacture the same product ? 

Mr. Rosertson. The right to insist on a low royalty would increase 
that incentive, yes. 

Mr. Mr. Yeager? 
_ Mr. Yeracer. Professor Melman advanced the theory that research 
today is so much the product of combined effort that it is difficult to 
determine who the inventor is or when the invention was made, and 
soon. Do you concur with that ? 

Mr. Rosertson. Yes. 

Mr. Yracer. You do. Are you familiar with the University of 
Chicago study which has been published under the title of, I think, 
“Sources of Invention”? 
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Mr. Ropertson. I have read it. 

Mr. Yeacer. As I recall that, it indicates that about 65 or 70 reent 
of the great inventions since 1900 have been made by individual in- 
ventors. Would you dispute that? I may be somewhat incorrect in 
those figures, but my recollection is that at least a majority, since the 

inning of the so-called industrial team research concept has come 
along—that still the individual inventor has led the field? 

Mr. Ropertson. By the “individual inventor” you mean both 
private, lone-wolf inventor, and the employed individual inventor? 

Mr. Yeacpr. Yes. 

Mr. Rosertson. Yes, I think that is probably still true. It may 
not be true quite as often as the statistics would indicate, because in a 
lot of corporations the benefit of the doubt in debatable situations is 
given in favor of filing as an individual inventor. You get into var- 
jous complexities when “per call it a joint invention. But, nevertheless, 
certainly the individual still does a great deal of the inventing. But 
ithas always been mixed. 

After all, Alexander Graham Bell, though he took out the patent 
in his own name, made famous his assistant. “Mr. Watson, come 
here,” were, I believe, the first words heard over the telephone. 

Mr. Yeacer. Along a different line, and following Mr. Quigley’s 
suggestion about the time of the ome effective date—is it true: 
that in many patents today the effective life of the patent is substan- 
tially less than 17 years. 

r. Ropertson. I think you mean the time during which there is 
any commercial activity ? 

r. YEAGER. That is correct, yes. 

Mr. Rosertson. Yes. Certainly, there are enough of them that are 
less than 17 years, so that since the maximum can only be 17 years at 
actual patent protection, the average is substantially less. 

Mr. Yracer. I have heard in some cases that the value of the patent, 
due to the rapidity in modern invention, is gone almost before the 
patent is issued. 

Mr. Rosertson. I don’t think that is anywhere near a safe general- 
ization. There undoubtedly are situations where that is true. But 
ya are a great many others where the patent is used for the full 
If years. 

r. Yeager. Would the fact that the effective commercial use is sub- 
stantially shorter than 17 years—would that enhance your argument 
in favor of the royalty situation, or would it have no effect on it ? 

Mr. Rosertson. I don’t see offhand that it has any effect. 

Mr. Yeager. That is all, Mr. Chairman. 

Mr. Mr. Carstarphen ? 

Mr. CarstarrpHen. Mr. Robertson, the theory you have been discuss- 
ing here this afternoon is in some measure being practiced today under: 
the copyright law, is it not, in those cases where one may make a 
copy of a recording upon the payment of a 2-cent somal to the 
po of a copyright of a record ? 


Mr. Rozerrson. That is right. I hadn’t heard it attacked on con- 
stitutional grounds, either. 
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Mr. CarstarpHEeN. One further question, please. Do you feel that 
overlooking the royalty aspect, that the publication theory is adequate 
for your proposition ? 

Mr. Roserrson. I am afraid I don’t know what you mean. 

Mr. CarstarPHEeN. Well, I have reference to the theory of the pub. 
lication, notification, so that it would be taken out of the patent 
context. 

Mr. Ropertson. I think maybe I do know. . 

If you refer to the Government protecting its position in freedom 
to manufacture by taking out what sometimes has been ,alled publi. 
cation patents, I think there is a great deal of merit in that possibility, 
I think that whenever the Government now takes out an ordinary 
patent, it should be only a publication patent. 

Mr. CarstarrHen. Thank you, sir; that is all. 

Mr. Cuenowetu. May one more? 

Mr. Yes. 

Mr. Cuenowernu. Are you a member of the Patent Law Association 
in Chicago? 

Mr. Rosertson. I am reluctant to answer that question because | 
want to make it clear first that I do not in any sense represent them, 
Iam a member; I speak only for myself, however. 

Mr. Cuenoweru. How many members in that association ? 

Mr. Ropertson. Somewhere around 500. 

Mr. Cuenowetu. Do you have regular meetings ? 

Mr. Roperrson. We do not have any meetings of the association 
at which these matters are discussed. 

The association position as taken by the board of managers is the 
result usually of a committee report. 

Mr. Mrrcnetzt. Mr. Robertson, the members of this subcommittee 
are all lawyers and it makes us feel right at home when we see lawyers 
disagree. [Laughter. | 

But we are endeavoring to get as many ideas and theories concerning 
the particular job that we have been assigned and we certainly appre- 
ciate your coming and giving us the benefit of your thoughts and we 
appreciate your presence. 

Mr. Rozertson. Thank you. I appreciate your attention and your 
courtesy. 

Mr. Mrircuety. The subcommittee will stand in recess until 10 
o'clock in the morning. 

(The following letter was requested to be added as clarification:) 

JONES, DARBO & ROBERTSON, 
Chicago, Ill., December 9, 1959. 
Hon. ERWIN MITCHELL, 
Subcommittee Chairman, Committee on Science and Astronautics, New House 
Office Building, Washington, D.C. 
Deak Six: I did not know whether it would be permissible for me to add 


anything in my comments, but there is one point that I would like to make clear 
beyond misunderstanding. 

In view of the misunderstanding I would like to make very, very clear that 
I am not criticizing the patent system in its ordinary functioning, nor suggesting 
any general change in it. I am talking primarily about what the Government 
should do with the right to exercise ownership it sometimes has under general 
principles of equity. I think I have made clear that I do not think the Gov- 
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ernment should go so far as to take over the ownership, nor even dedicate every- 
to the public. But on the other hand I do not think it should go to the 
other extreme of giving to the private contractor the monopoly power which the 
Government equitably owns. 
In intermediate situations in which the Government contributes substantially 
put is hardly the sole equitable owner, the right to dictate is less clear, but a 
yate concern putting up substantial money for development of an invention 
py another company also interested in its development would often insist on more 
than a free ligense to itself. A private concern might demand the right to grant 
licenses and to share in all royalty receipts. A fair equivalent for the Govern- 
ment to ask is that there be open licensing for royalties reasonable in view of 
all facts, at least when no need for monopoly is shown. 
Yours very truly, 


Louis ROBERTSON. 


(Whereupon, at 5:22 p.m., the subcommittee was adjourned, to re- 
convene at 10 a.m., Saturday, December 5, 1959.) 
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PROPERTY RIGHTS IN INVENTIONS MADE UNDER 
FEDERAL SPACE RESEARCH CONTRACTS 


SATURDAY, DECEMBER 5, 1959 


House or REPRESENTATIVES, 
SuscOMMITTEE ON Parents AND Screntiric INVENTIONS, 
CoMMITTEE ON SCIENCE AND ASTRONAUTICS, 
Washington, D.C. 
_ Thesubcommittee met, pursuant to adjournment at 10 a.m., in room 
 914-B, New House Office Building, Hon. Erwin Mitchell (chairman 
of the subcommittee), presiding. 

Mr. Mircuety. The subcommittee will be in order. 

Our first witness for this morning is Mr. Robert R. Lent, chairman 
of Patents and Proprietory Rights Committee of the Strategic In- 
dustries Association. 

Mr. Lent. 


STATEMENT OF ROBERT R. LENT, CHAIRMAN, PATENTS AND 
PROPRIETORY RIGHTS COMMITTEE, STRATEGIC INDUSTRIES 
ASSOCIATION; ACCOMPANIED BY HARVEY RIGGS, PRESIDENT, 
STRATEGIC INDUSTRIES ASSOCIATION AND PRESIDENT OF THE 
INTERNATIONAL ELECTRONICS RESEARCH CORP., BURBANK, 
CALIF.; AND DAVID SAUNDERS, GENERAL COUNSEL, STRATEGIC 
INDUSTRIES ASSOCIATION 


Mr. Lent. Thank you, Mr. Chairman. I should like to introduce 
_ the people who are with me. Mr. Harvey Riggs, who is president of 
the Riestegic Industries Association and is also president of the Inter- 
national Electronics Research Corp. in Burbank, Calif. 

In addition to Mr. Riggs, Mr. David Saunders, who is general 
counsel to the Strategic Industries Association. 

Mr. Mircneti. Would you like Mr. Saunders to come to the witness 
table with you ? 

Mr. Len'r. Mr. Saunders is sitting here. 

Mr. Mircneti. And the other gentleman that you mentioned ? 

Mr. Lent. Mr. Riggs. 

Mr. Mircnett. Would you like for him to sit up there? 

Mr. Lent. No, this is fine. 

My comments this morning will be brief because I feel that more of 
the problem can be developed in the question and answer period We 
are especially appreciative of the privilege of appearing before you 

ay since we represent a group most intimately affected by the 
policies of the Government in respect to our constitutional right in 
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our writings and discoveries The vast majority of small busines 
firms in the electronics and space sciences fields were founded on the 
prospects for patented devices and the record will show that many of 
our great inventions are still coming, not from the giant laboratories 
but from the small businessman-inventor Strike at him and you strike 
at the heart of this Nation’s technological momentum and its hopes 
for survival in an increasingly technical world. 

The small businessman in the electronics and space sciences field 
is militantly convinced that he cannot do business with the Goyerp. 
ment under the provisions of section 305 of the Space Act. The 
visions of that section are unrealistic, unworkable, and self-defeating. 

The fundamental idea of Government ownership of a patent js 
unrealistic. This is borne out by the fact that I have found no recopq 
of the Government having granted an exclusive license on a Govern. 
ment-owned patent to an individual company in exchange for a royalty 
fee. It has not done this for the simple reason that our democratic 
society could hardly permit its Government to license one of its citi. 
zens to do something to the exclusion of all other citizens 

Conversely, the present practice of granting nonexclusive licenses 
to any and all citizens who apply for rights to manufacture under 
Government-owned patents destroys the value of such patents by 
definition. Thus, there appears no practical positive purpose in Goy- 
ernment ownership of patents. Ultimately, such practice must pro- 
duce an infringement proceeding, resulting in the spectacle of the 
Government suing one of its citizens for infringement of a patent 
owned by all the people. 

Compounding such a paradox in purpose would be the rapid growth 
of a government department designed to obtain, administer, and police 
Government-owned patents through the unquestioned realm of regula. 
tions that would appear magically in the first few weeks of its 
existence. 

Government ownership of patents is unworkable. There appears 
little possibility of even the most astute minds developing universally 
acceptable language defining the Government’s proper rights in an 
invention. Under the mechanics of section 9 of the armed services 
procurement regulation, the value of patent rights in products sold to 
the Government is nullified, leaving only the commercial rights to the 
inventions with marketable value. Assuredly no one in Government 
can hold to the concept of the Government owning commercial 
rights to a invention lest he embrace an economic ideology foreign to 
the American free enterprise system. 

The major area of Government patent interest is in the hardware, 
resulting from research and development contracts under its sponsor- 
ship for the creation of new devices or systems. Such contracts are 
awarded logically to the single firm best qualified by experience and 
capability to produce such new device or system. Such firms, by defi- 
nition, have already amassed a great fortune in knowledge, technical 
know-how and proprietary trade secrets in precisely such devices— 
a capability comprising a truly priceless and irreplaceable asset. 
Under the workings of the present law, the Government usurps to 
itself all of this asset and demands the contractor sacrifice all that has 
gone on before in exchange for a single Government contract. Here 
isa truly unworkable concept. 
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The only workable approach to this problem of proper Government 
rights in the fruits of its sponsored research and development effort 
is the fashioning of each contract toward a specific, detailed, clearly 
defined objective. The end product of such an effort, funded wholly 
by the Government, is clearly the property of the Government—just as 
your home belongs to you. But assuredly the Government can prop- 
erly claim no right to every valve, every circuit, every mechanism and 
every device comprising the end product, as is presently demanded. 
Likewise, the fixtures in your home are hardly licensed to you to man- 
ufacture, although your home itself is uniquely your property. 

The development of component parts of an end product was not 
an objective of the contract, they are created clearly as byproducts of 
the main task and they are normally not eee eee only to 
the given end product. Conversely, where the objective of the Gov- 
ernment-sponsored research and development contract is an advance- 
ment in the state of the art of such generalized nature as to comprise 
basic research funded by the public, the Government should have the 
benefits of such research. Insofar as the new discoveries are con- 
cerned, this can be provided for by a royalty-free nonexclusive license 
to the Government. 

The concept of Government ownership of patents is self-defeating. 
Research as such is not the business of private enterprise. Our busi- 
ness is production, and our research activities are conducted at such 
level and of such nature as to create new products that we can pro- 
duce in as large quantities as can be sold at a profit. This is our 
responsibility as custodians of our stockholders’ investment and our 
employees’ economic security. We are asked to perform Government 
research and development on Government weapons and systems that 
have only the Government as customer. Yet we are sagen 4 renego- 
tiated, cost-analyzed and rebated out of a reasonable profit on such 
services. In consequence, hundreds of highly capable electronics 
and engineering companies in America simply refuse to perform 
R. & D. contracts for the Defense Establishment. 

Those of us who accept Government R. & D. contracts, do so for 
only one reason: the expectancy that a product may result that can 
be produced and marketed at a profit. So long as this possibility 
exists, We will continue to devote a large share of our knowledge and 
our creativity to the Government’s business of weapons research and 
development. But ensuing Government ownership of all the con- 
stituent parts of devices produced under Government contract slams 
the door on such opportunities. I submit respectfully, gentlemen, 
that persistence of Government patent ownership philosophy will 
ultimately make it necessary for the armed services to perform all of 
their research and development in their own laboratories, thereby 
freeing private industry for its private commercial purposes. 

We are issued at periodic intervals, a publication entitled “Inven- 
tions Wanted by the Armed Forces,” prepared by the National In- 
ventors Council, and we are urged on every hand by bold posters on 
the walls of the Pentagon to come forward with our specific ideas, 
our drawings, our models and studies. None can question that our 
missile and space programs face technological problems almost ter- 
rifying in their scope and urgency. The small business establishment 
who must thrive on his technical creativity and whose heart pounds 
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with the patriotism of the challenge, moves forward in response to 
such calls with the full awareness that his constitutional rights to 
the fruits of his creativity may well be usurped by the same siren 
This paradoxical damming of our technological fountain in the name 
of our Government’s privilege in our patent system bodes only trag- 
edy in our fight for survival. 

In summation, gentlemen, we urge upon the Congress the recognition 
that we, as small business, are not Government factories nor Govern. 
ment employees. We are not selling our know-how, our trade seere 
and our accumulation of knowledge—in short, ourselves—to the Goy- 
ernment; we are merely selling our products to a customer. 

We are at all times prepared to assign to the Government a non- 
exclusive royalty-free license to our inventions, which result from Goy- 
ernment sponsorship in order that the Government be permitted to 
yee procurement contracts on a competitive bid basis. Our accumu- 

ation of knowledge and experience with the product, usually allows 

us to compete successfully for ensuing volume production—althongh 
not always, to be sure. Therefore, it is our recommendation to this 
subcommittee that the provisions of section 305 of the National Aero- 
nautics and Space Act be deleted. 

In lieu thereof, we recommend that section 305 provide that each 
contract or other arrangement entered into by the National Aeronau- 
tics and Space Administration which relates to scientific research, con- 
tain provisions governing the disposition of inventions produced 
thereunder in a manner calculated to protect Government interest and 
the equities of the individual or organization with which the contract 
or other arrangement is entered into. 

As you well know, similar language has been incorporated in the 
National Science Foundation Act of 1950 and it is our considered opin- 
ion that such language provides the Government with the means for 
protecting the public interest while at the same time preserves the tra- 
ditional incentives of our 169-year history of the patent grant. 

I thank you. 

Now, that concludes my formal testimony, Mr. Chairman, but I 
should like to add an informal note. 

We have not had the privilege of attending all of the hearings and 
so we are unaware of the continuity of the testimony. However, we 
were informed on our arrival in Washington, last night, that a repre- 
sentative of the Government testified before this committee in which 
he defended the type of language that is now in section 305 of the Space 
Act. He indicated that similar language was in the Atomic Energy 
Act and that it had been used for some time and that he saw nothing 
wrong with Government ownership of the patent and that as far as he 
was concerned everything was just great with the Government owning 

patents. 
: T am inclined to dispute this, I wonder if it is great, and then I won- 
der for whom is it great. 

Perhaps a patent counsel of a department within the Government, 
it might be great to have it all laid out so that you are not concerned 
with the problems of patents which impede your progress in your 
daily business. 

In my 14 years with the Government in the Air Force, I too, at one 
time had things everything my way, and for a couple of minutes 1 
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was able to go on unmolested by the problems of the world. But yet 1 
wonder if it is t for the American public and also for the Nation as 
a whole, that Government ownership of patents doesn’t seem to make 
sense in any way that you can look at it. 

We have situations in which we know, and I can give you case his- 
tories, where people refused to do business with the Government. be- 
cause they are denied the fruits of their research and development. 

There is no fanfare associated with this because these are small 

le and they do not announce over television that they refuse to 

0 Gusiness with the Government. They simply turn their back on 
the requirements of the Government and go and spend their research 
and development dollars to the development of commercial products. 

Mr. Mrrcne.y. Mr. Lent, if I may interrupt you right at that point. 
That has been one of the prime questions during the hearings. It has 
been presented to us that we have research people who just will not do 
business with NASA because of the provisions of existing law. As I 
understood you, then, you said you know of examples. 

Mr. Lent. Yes. 

Mr. Mircueti. Can you give us someexamples? This is something 
that is very vital that should be in the record. 

Mr. Lent. Yes, I can, Mr. Chairman. I know of hundreds of them. 
However, I have authority from the presidents of two companies to 
use them as specific examples. 

The first one I—I presume you would like to have me give this to 

ou. The first one I would like to give you is a company known as 
the Airborne Research & Development Corp. of Burbank, Calif. 

This company is headed by a young man by the name of Richard 
Hahn, the vice president is Mr. Howard French. These two men are 
veterans, both, as I recall, combat crew members of the war, so I do 
not believe we can question their patriotism. They were working 
with a company and were told that it was impossible to design a valve 
which would not leak in being used in cryogenic fluids, in other words 
low-temperature fluids such as liquid nitrogen and oxygen. These two 
chaps are ie 3 capable and very, ee in their de- 
sign approach. They believe when somebody says you cannot do 
something, that is an opportunity for a business enterprise. So they 
quit their job and scraped together a few dollars and they proceeded 
to design a valve which operates with liquid oxygen and nitrogen, 
and it oe not leak, and it has been accepted by the military and is 
in use in most of the high-performance aircraft in the Military Estab- 
lishment. 

Now, the importance of a cryogenic valve on a liquid oxygen air- 
breathing system on a high-performance fighter is the difectane be- 
tween life and death of the pilot. 

Mechanical valves have been with us for many, many years, in fact 
centuries, and it is hard to believe that a new design of a mechanical 
valve could be patented. However, these two young men applied to 
the Patent. Office for a patent and made 12 claims and surprisingly 
enough, gentlemen, they were awarded 12 claims on that valve. So- 
this oe you some idea of the creativity and the imagination of these 
two boys. 

They are now doing approximately a million dollars a year in busi- 
ness and they are selling to almost all of the missile activities and also- 
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the aircraft programs. Their valves are used not only for air-breath. 
ing liquid oxygen systems but also for pressurization control within 
a certain envelope in a missile or in an aircraft. The effect, there, of 
course, if those valves fail to operate or fail in any way, it not only 
can mean the life of the pilot, or in a space vehicle it could mean the 
actual loss of the missile in flight; so this is an important item. The 
have been so harassed by the U.S. Government, and_specifical] 
through the contractors working for NASA and for the Defense De. 
partment, that they have now turned their back on the military anq 
on the Defense Establishment and said: Why should we do this when 
we have it taken away from us after we have done it 

Now, keep in mind that this is development of their own dollars, 
This was not subsidized by the Government. But the fact that they 
were working on a contract which was a prime of a NASA contra 
meant that anything that they developed during the life of any given 
contract with the prime contractor of NASA became the property of 
the Government under the law. 

So they said it is not to our best interest. 

Mr. MitcHeti. Subject, of course, to the possibility of waiver? 

Mr. Lent. Well, it is difficult, Mr. Chairman, to discuss this. Cer. 
tainly the Administrator, the present Administrator, has very, very 
lenient waiver policies. But I remind you, sir, that the law says 
differently, and I think the Administrator has been criticized quite 
articulately by people from the Atomic Energy Commission and other 
people in the Government for the leniency of his waiver policies. But 
the law does not say what his waiver says. And we are talking about 
the law that is presently on the books. 

But anyway, these gentlemen decided that they could make more 
money in other items, and so this tremendous skill, this tremendous 
creative and imaginative capability that this company has is now de- 
voted to the manufacture of ladies’ compacts. They are continuing 
to build cryogenic valves, but their research and development time 
is being spent right now in the design and development of a ladies’ 
compact which has a light that automatically goes on when it opens 
and the woman can put on lipstick in the theater or in the car. 

So I would suggest to you that the next time you see a woman put- 
ting on lipstick with a light flashing in her face that you think possi- 
bly of the welfare of the pilot in that aircraft that was cleniied i 
creative talent. 

The other one is a company that I formerly was employed by. 1 
left them a month ago. I was the marketing executive of the com- 
pany and it is known as Statham Instruments of Los Angeles, Calif,; 
it is the largest manufacturer of transducers for the measurement of 
pressure and acceleration in the world. 

All of us, I believe, have been brought up and nurtured on the 
philosophy that some day we can invent something, patent it, and make 
a million dollars. I mean this is our life, this is the way our system 
has been devised. This literally happened to Louis Statham who is 
president of this company. He invented the unbonded strain gage 
transducer, and his first patent has now developed into a portfolio of 
some 50 patents and he is now a $10 million organization out on the 
west coast. 

Transducers are really the sensing element of all the missiles and 
aircraft that are used in research and development testing. Without 
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the measurement of “migerese or acceleration in a missile your design 
criteria could never be proven. It is a very important element. 

Mr. Statham has never accepted a dollar of Government money in 
the development of his products. Every dollar that has been 
expended fas been expended out _of profits over the about 15- 

history of the company. So he owes no one anything. 

sells at. a fixed price and at a guaranteed performance. 
In the development of a product he will do the design at his own ex- 

nse, he will then go to the contractor and give them the product free 
of charge for evaluation of test, and then if they decide that it will 
work, then he will offer them for sale in production quantities at a 
certain price with guaranteed performance. 

Mr. Statham at the time that I left, and I am quite sure that he has 
not changed his mind in the past 30 days, has stated irrevocably, and 
it is in writing in magazines and also in speeches that I have given, 
that he will never accept a Government research and development 
contract because in doing so he is obligated to give away the fruits 
ofhisresearch and development. 

Now, these are two specific cases in which I tell you that they will 
not do business with the Government on a research and development 

ntract. 

"fox, I do not know if the committee is aware of really what is the 
practical effect. I am not a lawyer, Iam a lay person, primarily en- 
gaged in the marketing of technical products. So I can -_ speak 
to you from a practical point of view. I cannot speak to you theoreti- 
cally. But the practical effect of section 305 of the Space Act is as 
follows, and may I give you an analogy ? 

Let us assume that I represent a company and that I go and call on 
McDonald Aircraft out in St. Louis and McDonald Aircraft has a 
contract with NASA for the development of a space capsule. So in 
my conversation with the engineers they advise me of a problem that 
they have for which they have no known solution. So they tell me: 
“Do you have any solution for measuring this particular en 

rameter?” My answer is, “No, I don’t, there is nothing I know of 
in the state of the art that will accomplish the task that you ask for. 
But let me talk to my engineers and let’s see what ideas they have and 
if they have anything I will come back and talk to you.” 

So, I go back to my engineering department and one of my clever 
boys comes up with a brilliant idea, which is a product which will 
resolve this specific problem. 

Then I go back to McDonald Aircraft and we talk it over and 
they say: “This looks good. Why don’t you try it out?” So I go 
back and we spend our own money to develop this product, we spend 
our own personnel for the creative design of the product. We build 
a prototype at our expense and then we go back to McDonald Aircraft 
and we hand them the product and say: “Here it is, free of charge. 
Test it, evaluate it; if it meets your requirement it comes packed 12 to 
abox and sell for 300 bucks apiece.” 

The moment I talked to those men, the first time, I lost. my patent 
rights, because there was a tacit agreement or an understanding 
between McDonald Aircraft and my company that if I did resolve 
this problem they would buy that product, and I refer you back to 
the language of the law: “Any contractor understanding.* So this is 
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the seriousness of the situation and this is why people with busines 
acumen consider it ridiculous to do business with the Governmey; 
under conditions such as this. 

I think it is more unpatriotic to go broke or to go bankrupt jy 


this point in our country’s development than it is to not do busing | 


or do a design for the Government. I think, economically, ag long 
as we have taken on the Russians economically, as well as wise 
and as far as the arms race, that the stability and the strength o 
the private enterprise system is far more important, that it become 
unpatriotic to go bankrupt. 

ut I would like to continue along one other line, Mr. Chai 
and that is that when I say I doubt seriously whether anything jy ) 
great as far as the use of this type of work. I would like to call you 
attention to a certain thing. am sure if I asked the members of 
the committee and the guests in the room who Charles Kettering w 
that probably each of you would know that he invented the auto. _ 
mobile self-starter and was one of the greatest contributors of inyep. | 
tions to the automotive world. But I wonder if I asked the samp | 
question, who is Jerome S. Spevack, how many of you people could | 
answer that question. I would like to read from an editorial from 
the Los Angeles Examiner, approximately 2 months ago. I don 
have the date on it. The title of the editorial is “Victory for 
Persistent Inventor.” 


Word that Jerome 8S. Spevack has gotten his patent for making heavy wate 
is cheering news indeed. The then 24-year-old chemist had come upon his basic 
idea in wartime 1942 and now stands to be a multimillionaire in selling the 
potent stuff to the free world. 

When he got into the censored atomic picture, it cost upward of $100 for, 
glass of what looks, tastes, and smells like regular water, but, as its pric 
indicates, has a much more important property: the best moderator yet found 
for controlling particles that split atoms and produce the heat that is the heart 
of atomic power. It is also the source of the prime material for hydroge 
bombs and nonradioactive nuclear powerplants. 

Spevack originally patented his process and assigned it to the Government, 
which kept it secret but didn’t make much use of it because of cheaper methods 
then extant. Eight years later he figured ways to cut costs and applied fora 
new patent, which was also kept under wraps. 

Against engineering advice, the AEC tested his new ways and proved him 
right, even though competition had brought the price down to $14 a glass by | 
1956. He went twice to the Supreme Court to keep the AEC from divulging | 
his process to friendly countries until he could protect his foreign rights. 

Now, in the greatest American traditions of invention and persistence, a. 
single man with an idea has fought against entrenched opposition and has wou 
hands down, 


Now, the development of heavy water I think was quite a contribu. | 
tion. But here is a man that had to sue himself, literally, as a citizen 
of the United States to protect a right that was granted to him under. 
the Constitution. He had to r to the Supreme Court to keep thes | 
people from giving away his discoveries to a friendly foreign nation, 
even though they would not permit him to benefit from the patent 
in the United States. Seventeen years later he is finally awarded «| 
patent. pon 

Now, gentlemen, this is an object lesson to every potential inventor 
and creator, and I doubt whether this is conducive to the inventor 
coming to the Government with his ideas and his inventions. 

Mr. HELL. Mr, Bass? 
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Mr. Bass. Mr. Lent, will you tell us a little bit more about your edu- 
cation and background ? 

Mr. Lent. I would be glad to, sir. ; 

[am originally from Iowa, and I have a high school education with 
some college. rior to the war I was in sales work with—I was a 


- [ncky Strike peddler, and also a beverage firm, Canada Ginger 


as a district sales manager. In 1942 at the beginning of the war 
[ decided that I should be in the military and so I enlisted as an 
aviation cadet and subsequently was commissioned as a second lieu- 
tenant and graduated from the flying school and went into combat, 


| few 84 missions over Germany and ended up being shot out of the 


air 30,000 feet above Germany and ended up et out and 
spending the next 8 months as a house guest of Mr. Hitler in Stalag- 

1. 

a Bass. You were a bomber pilot? 

Mr. Lent. Yes, sir. Then upon my return from prison camp I got 
into administration in the Air Force, and for approximately 6 years 
I was in the administration of civilian personnel, mostly in the scien- 
tific and technical area. I was head of civilian personnel at one time 
at Wright Field back in 1948. I then got into research and develop- 
ment in the last 4 years of my career in the Air Force, assistant to the 
Deputy Chief of Staff, Development, of Air Force, in the Pentagon, 
aa assuch concerned myself with research and development problems. 

Subsequent to that I resigned from the Air Force and went to work 
in industry as a Washington representative for Reaction Motors, a 
rocket engine company. Then I was district sales manager of the 
west coast for Baldwin-Lima-Hamilton Corp. and I have just left a 
position as executive of marketing for Statham Instruments. I am 
now a marketing consultant on the west coast and am a member of 
Strategic Industries. 

Mr. Mrrcneti. Will the gentleman yield for just one question in 
that same line ? 

You sight detail of what Strategic Industries Association is 
comprised. 

. Lent. Well, it is comprised of right at the present approxi- 
mately 130 companies who are devoting the greater share of their 
activity to the defense business. 

Almost all of them are privately owned—in fact all of them are 
privately owned or have few stockholders. 

The average volume I would say of the companies that are members 
of Strategic Industries perhaps is around $300,000 a year. We do 
have one or two that are up to $10 million, but we try to fimit member- 
ship to a thousand employees or less and $10 million or less. 

Mr. Bass. Are they all on the west coast ? 

Mr. Len. Yes; at the present time they are all on the west coast. 

However, we firmly believe that we represent the problems of ‘- 
proximately 6,000 companies in similar positions throughout the 
United States, and we are now embarked on getting away from our 
provincial tag and extending our membership and our help to com- 


ae all over the country, because we think this is a very serious 
problem. 
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We have a great deal of communication from people around the 
country who are confronted with the same problems that our member 
companies are. 

So we have been in existence for 5 years and just recently we reno. 
vated the organization and started our growth period, and we haye 
grown from approximately 8 companies to 130 in the last 3 or 4 months, 

So we are interested in good government and there seems to be q 
feeling in this city that big business is a horrible thing and should 
be censured, and small business is a wonderful thing and should be 
given Government protection. Strategic Industries: does not sub. 
scribe to this philosophy. We do not desire preferential treatment jn 
any sense of the word. We believe we are capable of being—of tak. 
ing care of ourselves and we want to be selected on the basis of our 
competence and our abilities rather than because we are small. We 
do not. believe that legislation such as section 305 of the Space Act 
or the terminology that is presently in the Atomic Energy Act is 
for small business. We think that it is in the effect of strangling 
the very existence of small business, because big business does not 
need patent protection. 

I think they will state this to you irrevocably. It is convenient for 
them, but they don’t require it. But small businesses, it is the life. 
blood of that organization, and without this protection we have no 
capability of competing in the marketplace with large industry. It 
* the only common denominator, the only leveler that small business 

as. 

So we don’t—we are not against big business. Big business is our 
customer and we think in this great country of ours that there is a 
requirement for large business, for medium business, and for small 
business, and all of us want to work in unity together. 

All that we ask out of the Government or out of the Congress is 
that you promulgate and pass good legislation and that you demand 
the departments follow the spirit and the intent of the legislation that 
youenact. This is the only thing that we ask. 

Mr. Bass. Would you tell us a little more about the objectives 
of the Strategic Industries Association and about the membership? 

Mr. Lent. We are interested in improving the conditions of busi 
ness intercourse between small business and the Government. I now 
have them here so I can read them to you. SIA philosophies are: 
To work for improved practices in defense procurement, to seek neither 
subsidy nor preferential treatment, to strengthen the free competitive 
system with equal opportunity for firms to prosper solely on the basis 
of their efficiency, quality, and lower net cost, and to help members 
become better informed on defense procurement problems and de- 
fense production needs. This is our mandate. 

Mr. Bass. Thank you, Mr. Lent. And you are the executive head 
of this organization ? 

Mr. Lent. No, I am not. Our philosophy within our organization 
is to have a minimum of staff. We have an executive director and a 
part-time secretary. We believe it is the responsibility of the members 
to carry the load on this sort of thing. So TI, asa member of Strategic 
Industries, and as an officer and a director of the organization, have 
been assigned by the president, Mr. Riggs, to be chairman of the 
patent and proprietory rights committee. In the development of the 
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ition of Strategic Industries on this subject it becomes my respon- 
sibility as chairman to represent the organization in that. respect. 

In other words we do not feel it is to the best interest of the members 
to have staff members or paid members of the staff to represent our 
interest, because we think that we know our problems, that we can 
speak more authoritatively than can a paid member of the staff. 

Mr. Bass. I may have missed this, so please pardon me, but what 
company are you with now? 

r. Lent. Presently, sir, I am a marketing consultant and I am 
working for four companies. 

Mr. Bass. I see. 

Mr. Lent. All of them are in the—three of the four are in Strategic 
Industries Association. 

Mr. Bass. Well, thank you very much, Mr. Lent. You have pre- 
sented a very convincing statement and I certainly join with our 
chairman in expressing our appreciation of your coming here and tes- 
tifying before this committee. 

Mr. Lent. Thank you, Mr. Bass. 

Mr. Mrrene.. Mr. Lent, what we are dealing with is a matter of 
philosophy of government, isn’t it ? 

Mr. Lent. Yes. I think it is very basic. 

Mr. MircneLt. We have been assigned a precise problem, and that 
is whether or not there should be some change in the patent provisions 
of the Space Act, but you haven’t directed, specifically, your remarks to 
that change, nor to the proposed language that NASA has suggested. 
I would appreciate it if you would briefly give us your views on 
what they love suggested. 

Mr. Lent. Mr. Chairman, in my prepared text I did recommend 
language which was very close to the language which is presently con- 
tained in the National Science Foundation Act of 1950. 

[have only had an opportunity—in fact last night was the first time 
I had seen it—of seeing what the NASA had recommended. Perhaps 
I should go on and explain to you our philosophy. Our philosophy 
is that the best thing is no legislation. You have the Constitution, you 
have the patent law, you have the law on trade secrets, all of which 
have withstood the test of time. 

I think perhaps the reason. 

Mr. Mircnett. If I may interrupt you, is it your thinking that 
there is no conceivable occasion when the Government should take title 
toan invention ? 

Mr. Lent. No, sir; irrevocably, I do not agree. I think the reason 
that the Constitution has withstood the test of time is because it is 
stated in principles, and so if we had our real desires, it is that we 
would like to see nothing in the Space Act which has to do with 
inventions or discoveries. In other words, why say it? The law is 
already established as to what the rights are in the areas of patents. 

However, we are realistic and believe that in all probability there 
will be language. 

Mr. Mircuect. If I may interrupt again ? 

Mr. Lenr. Yes. 

Mr. Mrrcnety. In view of the fact that we have two statutes, one 
the Atomic Energy Act, and the other the Space Act, where Congress 
has stated its will concerning patent rights, do you think that it would 
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be better to just repeal, rather than have something more definite 
coming from the Congress expressing its intent insofar as the 
Space Agency is concerned ? 

Mr. Lent. Yes, Mr. Chairman, I do. The details of the handling 
of problems such as this appear to me to belong in regulations, imple- 
menting regulations, and not in acts of Congress. In other words, 
when you deal with specific authorities and specific instaaces in leg- 
islation, I think that you are compounding a problem which ulti- 
mately causes a breakdown in administrative interpretation and 
administrative management of such a law. But if Congress states g 
principle that they desire, then the promulgation of regulations by 
the departments who are charged with the responsibility of operating 
in that specific area have the capability of extending the philosophy 
of the Congress down to their day-to-day operation. 

Mr. Mircneiy. Do you think that is desirable, that the Con 
assume—and we are strictly assuming—that this committee and the 
full committee and the Congress will agree with your philosophy on 
that—would it be advisable in your judgment for there to be a decla- 
ration of intent or a declaration of policy as to what the Congress 
felt should be the Government’s policy insofar as the Government 
ownership of patents is concerned ? 

Mr. Lent. Yes;I do. In fact, not only do I—I think that the Con. 
gress has reached a point that they must reaffirm the constitutional 
guarantee to its citizens of the fruits of their research and develop- 
ment or their creativity and discoveries. I think that this thing has 
been eroded so long by hastily enacted legislation and also because 
on atomic energy, for instance, it was so shrouded in security that 
everyone was awed by the thing, and so we let slip at that time a right 
which should very definitely be reserved for the citizens of the United 
States. So I believe it is necessary for Congress to reaffirm this, but 
I would caution them against trying to state it specifically, in that to 
state specifically when the Government shall be entitled to the owner- 
ship of a patent, or when it is not. 

Now, what is the Government’s interest here? The Government’s 
interest is to insure, in behalf of the people, that nothing deters the 
advancement of our progress in this space world that we are enterin 
into. I believe that adequate laws are provided for the President iad 
for the Congress and the departments to carry out any type of action 
necessary to insure that the progress of our scientific development is 
not impeded by profiteering on the part of an individual or a group 
of companies. 

The laws are there for you to use. We ask that you use the laws 
presently in existence and not turn around and to eliminate a right 
that our people have had since the inception of this country. We 
don’t believe that it requires that. But the emergency powers of the 
President gives him the right to do almost anything in this respect 
to get the mission accomplished. So I don’t think that it is necessary 
for you to usurp the patent rights of individuals just to insure that 
no one impedes the progress of our scientific development. 

Mr. Mrrcnetu. Thank you very much, Mr. Lent. 

Mr. Bass. No further questions. 

Mr. Mr. Yeager? 
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Mr. Yeacer. Mr. Lent, you have indicated that you thought it might 
be better to have no language at all in the Space Act concerning rights 
in inventions. A little earlier in your testimony I think you men- 
tioned—and I believe quite correctly—that NASA at present is con- 
¢ruing its waiver provisions fairly liberally. By the same token, a 
succeeding administration or administrator might construe them much 
more rigidly. 

Mr. Len. Yes. 

Mr. Ynacer. Now, in the National Science Foundation Act, which 
you are more in favor of than the current one, there is no provision 
in there that the Government shall take any right? 

Mr. Lent. That is correct. 

Mr. Yeager. Could you conceive of a situation where an adminis- 
trator might become so “liberal” that he did not even require a license 
to use, and in that event might it not be useful to have in the statute 
a requirement that in Government-sponsored research and develop- 
ment the Government at least acquire the irrevocable nonexclusive 
royalty-free license to use, for its own purposes, the product involved ? 

Mr. Lent. Mr. Yeager, I don’t think so. May I draw your atten- 
tiontothe Armed Services Procurement Act ? 

My review of that act indicates no comment by the Congress on 
inventions or on propeioheny data. Yet, the Defense Department has 
spent a great deal of time and a great deal of study in the development 
of the Armed Services Procurement Regulation, and section 9, parts 1 
and 2, cover this subject very, very carefully, and I think that they 
have succeeded very well in establishing the rights of the Government 
to license and to the patent control. But there was nothing in the leg- 
islation which demanded that the Defense Department do so. It was 
in their desire to properly administer the law that these regulations 
were promulgated. So I don’t think it is necessary for you to say any- 
thing in your act which covered this particular problem. 

I think that it is up to Congress, though, to police the actions of 
the Departments to insure that they are not giving away rights to 
everything indiscriminate of the need of the U.S. Government. 

Mr. Yeacer. All right. A second question. In the example which 

ou gave of the two companies which positively had declined to do 
finns In the second one, the president of that company, I believe, 
suid that he would never under any circumstances engage in R. & D. 
contracts with the Government. Did you mean the Government or 
did you mean NASA and the Atomic Energy Commission? 

Vir. Lent. Specifically, it is the Defense Department, NASA, and 
the Atomic Energy Commission. 

Mr. Yeager. What was the objection to DOD? 

Mr. Lent. Because, unfortunately, the ethics of the Defense De- 
partment——— 

Mr. Mrrcne.u. If I might interrupt at this point—the language that 
you have proposed that we adopt, the National Science Foundation 
mnguage, would permit NASA to contract in accordance with DOD, in 
effect 

Mr. Lent. Yes. We will say, may I suggest to you, Mr. Chairman, 
that the Defense Department, in ASPR-9, section 1, does not have 
ownership of patent. In other words, they do not demand title to 
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the patent. They do request that they be given a royalty-free nop, 
exclusive license to the military use of that product. 

Mr. Mrrcuetu. That is the regulation, but they have the authority 
to do it when they contract ? 

Mr. Lent. To take the patent ? 

Mr. Right. 

Mr. Lent. I am not aware of that authority. 

Mr. Mrrcneii. You mean you are not aware of the authority of 
DOD to take title to an invention that is developed pursuant to on 
of their contracts? 


Mr. Lent. No, I am not. I am not aware of it being in the Py. | 


curement Act of 1947, and it certainly is not in the regulation, 

Mr. Mrrcuext. Well, I think, Mr. Yeager, we have had testimony ty 
that effect. 

Mr. Yeacer. I believe there is no question the authority is there if 
they want to bargain for it: 

Mr. Lent. You made a very important difference there when yo 
say to bargain for it or negotiate for it. 

Mr. Yeager. I think that was the question of the chairman. 

Mr. Mrrcuetu. The policy is not to do so, but the authority is there, 

Mr. Lent. Well, the question that I understood was why woul 
not Mr. Stathem enter into a research and development contract wit) 
the Defense Department. 

Mr. Yeacer. This was my second question, yes. 

Mr. Lent. The answer is that the ethics of the Defense Department 
are deplorable in the fields of proprietory rights; that there are con- 
ditions which exist presently, as far as their handling of proprieta 
rights which just discourages people right and left from doing bus: 
ness withthem. I can give you a situation which comes from a speech 
that I made not toolong ago. If Imay,let me just quotethis. And 
this I can defend pretty strongly : 

Now, let us look at the Defense Department’s position on proprietory rights 
This subject is dealt with in section 9, part 2, of the Armed Forces Procurement 
Regulation. In this section of ASPR, the first major mistake is that the 


definition of “proprietary data” does not conform to the law on trade secrets, 
This basic error is compounded by the fact that subordinate procurement 


Ff 


agencies place severe interpretations on these already harsh provisions, which 


has the result of literally treating as nonexistent a valuable property which the | 


law of the land respects and protects. 
Here I speak specifically of drawings, of machine tolerances, of test 


and assembly procedures. In this respect the back-alley | 
usiness ethics of the defense procurement agencies are condoned and | 
encouraged by the General Accounting Office. The General Account: | 


ing Office has handed down several decisions which have the practical 
effect of encouraging complete disavowal of patent and proprietory 
rights in defense procurement. 

For instance in August 1958 GAO advised the Defense Department 
that when seeking the lowest price for a product they should not 
permit a potential patent infringement to deter them, because the 
patentee has recourse through the Court of Claims. 

Now, this is the problem in the Defense Department. It is nota 
problem of law, it is a ee of business principles and administri- 
tive interpretations. But in the case of Atomic Energy and in NASA 
it isa case of law. 
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So he didn’t want to do business with the military because of their 
pusiness practices. 

Mr. YEAGER. Business practices. 

Mr. Lent. And with the other two, of course, he didn’t want to do 
pusiness because of the law. 

Mr. Yeacer. One final question, Mr. Lent. In the illustration you 
gave, the hypothetical one I think involving McDonnell Aircraft Co., 
where they made a prototype mechanism which would be useful, I 
think you stated there that the moment you bring this to McDonnell 
or talk to them about it, you lose certain patent rights? _ ; 

Mr. Lent. The company that I represented lost their patent rights 
because they had entered into an understanding. 

Mr. Yeacer. Where is that word “understanding” ? | 

Where does that come in? Is that in the Space Act somewhere? 
[don’t recall it being in there. 

Mr. Lent. “Whenever any invention is made in the performance of 
any work under any contract of the Administration,” and it was in- 
terpreted by—we talked to one of the assistant patent counsel of 
NASA, and his interpretation was “any contract, agreement or un- 
derstanding” that this situation developed. ‘h 

I might add here that what I said, this is not a wild-eyed supposition. 
Tasked this precise question of the purchasing agent of one of the 
Government’s major missile manufacturers. His answer was “Yes.” 

I then went to Washington and asked this precise question of a 
Space Agency official, and his answer, likewise, was “Yes.” 

Mr. Yeacer. They construed that to mean understanding? 

Mr. Lent. Yes, sir. 

Mr. Yeacer. Thank you very much. 

Ihave no further questions. 

Mr. Judge Chenoweth. 

Mr. Cuenowetu. Mr. Lent, what do you propose as a substitute for 
section 305 ? 

Mr. Lent. I propose the language similar to that of the National 
Science Foundation, Mr. Chenoweth. 

Mr. Curenowetu. If NASA could do business along the same 
basis—in the same manner as the Department of Defense, wouldn’t 


that be satisfactory to you 2 


Mr. Lent. Yes, it would, sir. 
Mr. Cuenowern. I think that is what NASA wants to do. 
Mr. Lent. Yes. I would call your attention, though, if they 


_ want to do it like the Defense Department, there is no need to say 
_ anything in the act. 


r. CuENoweTu. I was just wondering if we just couldn’t put in 


_ very simple language that the Government shall have a nonexclusive 


royalty-free license for Government affairs in every patent. They 
have it anyway. 


Mr. Lent. I would suggest that this would be acceptable to indus- 


try. In other words, they have learned to live with this type of 


operation with the Defense Department, and I don’t think that 
industry would object violently, although of course, there are certain 
objections to this. I have heard it proposed that when the Govern- 
ment is going after the development of specific hardware, that if 
they insist on having royalty-free license or ownership of the pat- 
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ent, that they should pay a premium for that development program, | 


In other words, they should add to the profit structure and to re. 
munerate the individual company for this work. Now, I do not be. 
lieve, Mr. Congressman, that this represents the thinking of all jp. 
dustry, but I do believe that industry would accept that language 
and work with it. 

Mr. Cuenoweru. We have heard no suggestions during this entire 
week’s hearings, which have been very interesting, when we have 
listened to eminent patent attorneys and leaders in industry, make 
any such suggestion that I can recall. 

Mr. Lent. On the paying of the premium? 

Mr. Cuenowetu. Yes. I think they are perfectly willing to give 
the Government nonexclusive royalty-free license to contract any- 
where they want to on Government production, and let them retain 
the commercial exploitation. They would be perfectly satisfied with 
that, as I understand it. 

Mr. Lenr. I would say that you are correct, that industry will 
work cooperatively with the Government in that type of language, 

Mr. Cupnowern. You definitely feel that 305 is working a hard- 
ship, then, and operating as a barrier, a hindrance in the full de- 
velopment of the space R. & D. program ¢ 

Mr. Lent. I think it is a tremendous deterrent, Mr. Congressman, 

Mr. Cuenoweru. You have no hesitation, or qualification, in mak- 
ing such a statement ? 

Mr. Lent. I will state it irrevocably. 

Mr. Crenowern. That has been your personal observation and 
now your conviction ? 


Mr. Lenrt. It has been my personal experience and conviction and, | 
as I stated before you came into the hearing, there is no fanfare asso- | 


ciated with the scientists or creator turning his back on the Govern- 
ment. You just don’t see him, and he spends his research and develop- 
ment dollars along some other lines. 

Mr. Cuenowern. You feel that the program could be greatly ac- 
celerated and expanded if we would repeal 305 and let NASA oper- 
ate on the same principles as DOD is now operating ? 

Mr. Lent. Tremendously so. 

Mr. Cuenowern. Thank you very much. 

Mr. Mr. Carstarphen 

Mr. CarstarPHEN. In line with Mr. Yeager’s questioning, Mr. 


Lent, would you say that it is becoming more and more the policy of | 


the DOD to say, in effect, to the contractor, “You furnish us with 
your trade secrets, your data, your charts, your know-how, we will 
not be so much concerned with your patent?” Would that bea 
correct assumption ? 

Mr. Lent. Yes, it is a correct assumption or correct statement, I 
should say. And that, ultimately, the Congress has got to bring the 


Defense Department to task on these types of policies that they are — 


promulgating. It has the same effect as this law has, it denies the 
availability of creative talent to come to the aid of their problems. 
Now, I can speak authoritatively in this one respect, in that in my 
position as an executive to the Deputy Chief of Staff—Development, 
our policy was to have our research and development accomplished 
outside of Government facilities. Eighty-five percent of our dollars 
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spent with private industry to develop our products, the things 
ere needed hs carry out our mission. It would be foolhardy for 
the Defense Department ever to assume that they could accomplish 
this same creativity within their Government organization, _ 

So it used to be the practice of where industry would join hand- 
jn-hand with the Defense Department in their development planning 
and their objectives 5, 10, 15 years in advance, and then industry 
would start their development programs hoping to intercept a require- 
ment that the military would have some 10 years in advance. This is 
the only way that you accomplish the solution to this type of problem. 

But now the military, in turn, slaps the company in the face, liter- 
ally slaps him in the face, if he has gone to this trouble. A specific 
instance is a company on the east coast that developed a technique 
for moving the wheels of a large bomber on snow and ice. They spent 
a quarter of a million of their own funds. They worked on this and 
developed the prototype, the working model of it. The service bought 
the working model and tested it out and proved that it was 
satisfactory. 

The military previously had spent a great deal of money trying to 
develop this same technique, and as a pilot I can tell you this is a 
serious problem, and five other companies had tried to solve it, some 
under defense subsidies and others on their own money. They failed. 
This company developed it. The Air Force said “This is grand. 
Here is a contract, build us two service test units.” They sold them 
two service test units, the Air Force tested it. and then as a result of 
the evaluation they wrote a specification which was put out on a com- 
petitive bid basis and was awarded to an organization on a 10 percent 
price differential, with no respect shown to the fact that these people, 
using their own money and their own engineering talent, had de- 
veloped this device which solved a very serious problem. So, I do 
believe the Congress in the very near future must bring the Defense 
Department to task on these business practices, because, I have been 
told by the president of that specific company that that is the last 
time he does that, and I wouldn’t blame him. 

Mr. CarstTarPHEN. Thank you very much, Mr. Lent. 

That is all, Mr. Chairman. 

Mr. Mircuety. Thank you so very much, Mr. Lent, for your appear- 
ance and your presence. 

Our next witnesses for this morning are Mr. Elwin A. Andrus, and 
Mr. Kimball S. Wyman, who are appearing as representatives of the 
Milwaukee Patent Law Association. 

Mr. Yeacer. Mr. Chairman, I wonder if I might be recognized for 
about a minute to ask permission to incorporate certain material as 
appendix matter in the record ? 

r. Mrrcnetn. Please do, Mr. Yeager. 

Mr. Yracer. First, the complete text of the current Space Act. 

Secondly, while our hearings have covered the practices of the 
DOD, Atomic Energy, NASA and Science Foundation, they have not 
covered other aspects. Some we have written for, some we have not. 
I would like to include pamphlets which have been prepared by the 
Subcommittee on Patent, Trademarks, and Copyrights, Senate Com- 
mittee of the Judiciary, which sets forth the patent practices of the 
Government Patents Board, Post Office Department, Veterans’ Ad- 
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ministration, and Tennessee Valley Authority, in order to make the 
record as complete as ible. 

Next, a summary of the volume 1, report and recommendations of 
the Attorney General to the President, involving the investigation of 
Government patent practices and policies. This report has been mep. 
tioned several times in the pabeataeen, 

A report of the Attorney General relating to section 708 of the 
Defense Production Act of 1950, which is pertinent to the problems 
involved. 

“The Impact of the Patent System on Research,” which study was 
made by Professor Melman, and which was referred to frequently, 

Finally, as appendix matter, include an article on the patent pro- 
tection, atomic energy legislation, by Stephen Reisenfeld, which ap- 
peared in the Atomic Energy Law Journal in the winter of 1959; an 
article entitled “The National Aeronautics and Space Act of 1958 
Patent Provisions,” by Wilson R. Maltby, which appeared in the 
George Washington Law Review; and “The Property Rights and In. 
ventions Under the National Aeronautics and Space Act of 1958,” b 
Mr. O’Brien and Mr. Parker of the Patent Section of NASA; “A Com- 
parison of the Patent Provisions of the NASA Act and the AEC Act,” 
also prepared by Mr. Parker of the Space Administration ; and finally, 
in response to some testimony given by Dr. Waterman, which discussed 
the functions of the Research Corp. in this field, we have a document 
which sets forth their method of operation. I think this also might be 
useful. I would like to ask permission of the committee to include this 
matter as appendix material in the record. 

Mr. Mrrcueru. If there is no objection, the entire material Mr, 
Yeager has referred to will be included in the appendix. 

Mr. Cuenowetn. But not printed ? 

Mr. Yeracer. Yes. 

Mr. Cuenowern. You will print all of those volumes ? 

Mr. Yeracer. Not all of them, parts of them. I mean just as in- 
dicated. For example, in this one it is not the whole thing, simply one 
article, and in this one just a summary, 

Mr. Cuenowetru. How voluminous would it all be? 

Mr. Yeacer. [I couldn’t say. All of this material is germane to the 
matter we have been discussing, and most of it has been referred to 
and requested at one time or another to be provided. 

Mr. Cuenowertn. It would be more or less for reference for those 
who were studying the hearings. 

Mr. Yeacer. Yes, sir. It would be difficult for them if they didn’t 
have it available. aoe } 

Mr. Cuznowern. J have no objection, Mr. Chairman. 

Mr. Mircue tt. It is so ordered. 

My, Curnowrrn. Mr. Chairman, I received a Setter from an at- 
torney in Los Angeles, with a copy of a letter addressed to you as chair- 
man of the subcommittee TI assume he wanted that placed in the 
hearings. 

Mr. Mrronet. [think Mr. Yeager is already in receipt of that. 

Mr. Yeracer. Yes, sir; we have that. 

Mr. Cuenowern. Mr. Reed C. Lawler. It apparently was addressed 


to all members of the committee. 
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Mr. Mircuett. I think all members of the committee received that 
and it will be made a part of the record. 

Mr. Yeacer. Yes, sir. 

Mr. Cuenowertu. Fine. Thank you. 

Mr. Mrrcneti. Mr. Andrus? 


STATEMENTS OF KIMBALL S. WYMAN AND ELWIN A. ANDRUS, ON 
BEHALF OF THE MILWAUKEE PATENT LAW ASSOCIATION 


Mr. Anprus. Mr. Chairman, I am here today with Mr. Kimball 
Wyman, of our organization, too. 

‘e each have a separate statement, which is short, and I suggest 
that he open with his statement, followed by my statement, and then 
followed by any questioning that the committee may desire. 

Mr. Mr. Wyman? 

Mr. Wyman. Mr. Chairman and members of the committee, we 
greatly appreciate the opportunity to present the views of the Mil- 
waukee Patent Law Association, as well as those served by that asso- 
ciation as clients, industrial clients in particular, but also independent 
inventors. To give you a brief background, I am a graduate engineer 
and attorney and have been aoa in the practice of patent law for 
nearly 30 years, including a few years as an examiner in the U.S. 
Patent Office. 

I am a member of several bar associations and a past president of 
the Milwaukee Patent Law Association. I will not read my formal 
statement. It is of record. I will comment from portions of it and 
read portions of it with a view of minimizing repetitive matter and 
let any questions develop that may come up. 

Mr. Mrrcuetit. Your prepared statement will be made a part of 
the record, if there is no objection, in its entirety. 

Mr. Wyman. Thank you. 

(The statement of Mr. Wyman is as follows :) 


STATEMENT OF KIMBALL 8S. WYMAN REPRESENTING THE MILWAUKEE PATENT LAW 
ASSOCIATION 


Iam a member and past president of the Milwaukee Patent Law Association, 
and I am speaking today for that association, hereafter referred to as MPLA. 

I’m charged with expressing to you a point of view that indicates how a con- 
siderable portion of Wisconsin business feels on patent arrangements with 
NASA. In brief, and I'll go into more detail later, business doesn’t want to sit 
on its hands as far as NASA projects are concerned. But NASA certainly 
must meet business halfway in the matter of invention rights if support by 
business is to be wholehearted. Certain changes in legislation are definitely 
needed, 

Just so you know why MPLA arrived at a point of view such as I’ve outlined, 
let’s take a look at MPLA. 

MPLA consists of 108 active members serving over 950 established manufac- 
turing concerns located in Wisconsin. In the Milwaukee area alone there are at 
least 70 durable goods manufacturers which are served by MPLA members, 
Bach manufacturer employs more than 400 people and 17 of them each employ 
over 2,000. Practically all of these companies and many more in Wisconsin 
outside the Milwankee area are highly diversified and manufacture nationally 
or internationally known products. 

Patent protection has been instrumental in the creation of new products and 
in the establishment and growth of these companies. In fact, many of the 
nationally known Wisconsin companies had their inception because of our 
patent system. 
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In 1988 Wisconsin ranked 12th among the States in the number of U.S, patents 
issued to its residents, and since then the number has increased to more than 
1,000 per year. Over 40 percent of the working population of Wisconsin is 
engaged in manufacturing and is dependent upon the patent system for their 
continued livelihood. 

Now, on the matter of business sitting on its hands in regard to NASA, The 
profit motive is essential to a competitive economy. Manufacturers must make 
a profit which permits developing and marketing improved or new products, 
essential, and especially so for embryo concerns, is the retention of exclusive 


rights to all their inventions regardless of whether they stem from Government _ 


or private contracts. If these exclusive rights can be retained, manufacturers 
are interested in contracting to perform applied research, that is, in design; 
and building a machine to operate in accordance with functional specifications 
furnished by the purchaser, or a prototype of such machine. However, there jg 
a marked difference between scientific research (Commonly termed basie or pure 
research) and the mentioned applied research. 

Scientific research doesn’t involve commercial products and doesn’t utilize 
engineering facilities, technical personnel, and information normally employed jn 
a company’s manufacturing operations. While some manufacturers may do q 
limited amount of scientific research for their own benefit, they normally do not 
contract to do such work for others, even the Government. Most manufacturers 
have neither the facilities nor the personnel to perform scientific research. (Cop. 
sequently, both industry and our Government utilize normal channels, such as 
universities, for the performance of such research. In the case of NASA, al 
applied research is in effect treated as though it were scientific research and the 
Government takes title. This of course, is why industry is reluctant to take 
NASA contracts. 

On the other hand, a manufacturer contracting to design and build even g 
prototype of a product is usually selected because of its engineering background 
and facilities, its technical personnel, and because of its activities in the same 
or a closely related commercial field. Any resulting inventions will likely pertain 
to the contractor’s commercial activities and so be of special interest and of 
great value to management. Therefore, if NASA takes title to such inventions, 
the loss of patent rights may seriously jeopardize the contractor’s competitive 
position, and if continued, may even put him out of business. If the United 
States is interested in maintaining a strong competitive economy, and I assume 
it is, it must refrain from taking title to inventions. 

Let’s examine the philosophy and practice necessitated by section 305 of the 
National Aeronautics and Space Act of 1958. Under this section, all inventions 
which may be conceived or which are first actually reduced to practice in ful- 
filling any NASA contract involving research and development shall be the exclu- 
sive property of the Government. This is so even though the person making the 


invention was not employed or assigned to perform research, provided the inven- | 


tion is related to the contract and was made during working hours or with a 
contribution from the Government. And while the NASA-sponsored substitute 
for section 305 is stated as authorizing the Administration to adopt contractual 
provisions governing the disposition of invention rights, there is neither guid- 
ance nor assurance that this substitute will achieve any of the five asserted objec- 
tives ; namely: 
1. To avoid creating inequities in dealing with private contractors; 
2. To remove current restraints which prevent NASA from contracting for 
lesser rights in inventions than full title; 
8. To avoid conflict and confusion with Department of Defense policy in 
dealing with identical contractors, often on identical matters ; 
4. To help unify Government procedure from both an equitable and an 
administrative standpoint ; and 
5. To insure the willingness of private contractors to do business with 
NASA. 
Government departments and agencies have always considered contracts to 
design and build a machine to meet functional specifications or special require 


ments as involving research and development. There is no reason to believe that | 


NASA will adopt a different policy in this respect. In fact, the inventions speci- 
fied by NASA regulations as being Government property clearly include those 
resulting from : 
(a) the development, or manufacture for the first time, of a machine, 
article of manufacture, or composition of matter to satisfy NASA specifica- 
tions or special requirements ; 
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(b) the development of any process or technique for attaining a NASA 
objective not readily obtainable through the practice of a previously devel- 
0 process or technique ; and 

(c) the testing or experimenting with any machine, article of manufac- 
ture, composition of matter, process, or technique to determine whether the 
same is suitable or could be suitable for a NASA objective. 

There is no reason to assume that substitute section 305, now proposed by 
NASA, will in any way change the NASA published regulations. These regula- 
tions, especially the waiver provisions, impose serious obstacles to a contractor’s 
obtaining title to inventions made under NASA contract. These obstacles are: 

First, whether the contractor is even permitted to reserve a license is solely 
a matter of discretion on the Administrator’s part. 

Second, title in the contractor and even reservation of a nonexclusive license 
can be voided solely at the Administrator’s discretion. 

And third, I refer to the conditions set forth in the NASA regulations as 

teria : 

q (a) for waiving title on the part of the Government, 

(b) for permitting a contractor to reserve a license, and 

(c) for voiding a contractor’s title or license. 

These conditions are unrealistic and foreign to both our patent and com- 

tive philosophies as are also the Space Act definitions of “made” and “con- 
tract” set forth in section 305(j), subparagraphs (2) and (3). 

“(2) the term ‘contract’ means any actual or proposed contract, agreement, 
wderstanding, or other arrangement, and includes any assignment, substitution 
of parties, or subcontract executed or entered into thereunder ; and 

“(3) the term ‘made,’ when used in relation to any invention, means the con- 
ception or first actual reduction to practice of such invention.” 

Confronted with these obstacles, manufacturers are certain to be reluctant 
and in some instances may even refuse to take NASA contracts. Surely this is 
no basis for accusing industry of hampering the space program. 

The aforementioned Space Act, as well as proposed substitute section 305, 
is founded on the assumption and the NASA regulations assert, that in order to 
protect the interest of the United States our Government needs title to inven- 
tions made under a NASA contract. Regardless of what definition is given 
to the interest of the United States, there is neither evidence nor proof that the 
mentioned assumption and assertion are warranted. Neither is there proof 
that such interests would not be fully protected by giving the Government a non- 
exclusive license in all such inventions since it would then have the right to 
make, have made, and use, including the right to license use by foreign govern- 
ments if that be a legitimate Government purpose. Accordingly, it is submitted: 

(a) that there is no need for our Government’s taking title to inventions 
made in fulfilling NASA contracts; and 

(b) that the taking of title to such inventions undermines our competi- 
tive economy. 

Manufacturers represented by MPLA, and I am sure they are representative 
of industry generally, are both capable and anxious to collaborate with our 
Government in achieving and maintaining leadership in astronautical develop- 
ment. This entails providing incentive for the best qualified concerns to con- 
tract with NASA to perform research and development in fields of activity re- 


- Jated to those in which the contractor has an established patent and commercial 


position. As I have mentioned, manufacturers are interested in contracting 
for such work provided they can do so without jeopardizing their competitive 
position. This of course necessitates their being able to utilize our patent sys- 
tem to obtain the much needed protection. 

Astronautical development is basically no different from that undertaken as 
a daily diet by most industrial concerns. There is seldom reluctance on the 
part of these concerns to negotiate mutually beneficial contracts insuring the 
performance of work by those having the best qualifications. Most NASA con- 
tracts are concerned with hardware, that is, products and product components, 
similar to what is being commercially marketed by the contractor. Besides 
being contrary to our competitive philosophies, it is also inequitable for NASA 
toclaim or take title to inventions made under such contracts. 

It is believed that if the United States desires to attain a position of leader- 
ship in the field of astronauties it must adopt an incentive-producing policy and 
practice as regards contractor’s rights to inventions. And it is respectfully sub- 
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mitted that this result will only be achieved by enacting legislation which wiy 
preclude NASA from taking more than a nonexclusive license in inventions 
made under NASA contracts. 

I thank you. 

Mr. Wray. I am sure that thus far reference must have beep 
made to the effect that business has been sitting on its hands in regard 
to NASA program. I wasn’t here all week so I can’t be sure about 
that, but I have seen written comments to that effect. Let’s take q 
closer look at the picture. 

The profit motive is essential to a competitive economy. Manufac- 
turers must make a profit which permits developing and marketing 
improved or new products if the economy is to prosper. 


Also essential and especially so for embryo concerns and small busi. | 


ness, is the retention of exclusive rights to their inventions, regardless 
of whether they stem from Government or private contracts. If these 


rights can be retained, manufacturers are extremely interested in con. 


tracting to perform applied research; that is, in designing and build- 
ing a machine to operate in accordance with functional specifications 
furnished by the purchaser, or a prototype of such a weet 7 

I would like to point out the use of the words “research,” “scientific 
research,” “research and development” have been used extensively, 
I would like to comment that there is a marked difference in, you might 
say, categories of research. 


The difference is really significant between so-called scientific re- | 


search, which is a search for information, commonly termed basic or 
pure research, and the mentioned applied research; that is, building 
a machine or a prototype to functional specifications. 

Scientific research doesn’t involve commercial products, doesn’t 
utilize engineering facilities, technical personnel, and information 
normally employed in a company’s manufacturing operations. 

While some manufacturers may do a limited amount of scientific 
research for their own benefit, they normally do not contract to do 
such work, even for the Government. Furthermore, most manufac- 
turers have neither the facilities nor the personnel to perform scien- 
tific research. As a result, both industry and Government utilize 
normal channels, such as universities, research organizations, such 
as MIT, to obtain performance of such work. 

In the case of NASA, all applied research is in effect treated as 
though it were scientific research, and the Government takes title. 
This, of course, is why industry is reluctant to take NASA contracts. 
On the other hand, a manufacturer contracting to design and build 
even a prototype of a product is usually selected because of his back- 
ground and facilities, his technical personnel, and because of his 
activities in the same or a closely related field. Any resulting inven- 
tions will likely pertain to the contractor’s commercial activities and 
s0 be of cpa) sakerest and of great value to management. 

Therefore, if NASA takes title to such inventions, the loss of patent 
rights may seriously jeopardize the contractor’s competitive position 
and, if continued, may even put him out of business. 

I would like to say this is especially so for the embryo concern or 
small business, since invariably at the beginning they have their egg, 
or at least if they have more than one egg, they are all in one basket. 

If the United States is interested in maintaining a strong compett- 
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tive economy, and I assume it is, it must refrain from taking title to 
inventions. 

Now, let’s examine the philosophy and practice necessitated by sec- 
tion 305 of the 1958 Space Act. Under this section all inventions 
which may be conceived or which are first actually reduced to prac- 
tice in fulfilling any NASA contract involving research and develop- 
ment shall be the exclusive property of the Government. 

While a NASA-sponsored substitute for section 305 is stated as 
authorizing the administration to adopt contractual provisions gov- 
erning the disposition of invention rights, there is neither guidance 
nor assurance that this substitute will achieve the desired objectives. 
And when I say “guidance”! use it in a manner synonymous to assur- 
ance, to mean that there must be stated a practice which will preclude 
the Government from doing anything else. In other words, I agree 
with what Mr. Quigley stated yesterday, I believe this questioning 
that a mere statement of policy would not be adequate. Government 
departments and agencies have always considered contracts to design 
and build a machine to meet functional specifications, or special re- 

uirements as involving research and development. There is no rea- 
son to believe that NASA will adopt a different policy in this respect. 

In fact, the inventions specified by NASA regulations as being 
Government property—and I see no reason to assume that the substi- 
tute proposed section will change these regulations or their adminis- 
tration in any respect—clearly state that the inventions shall be the 
property of the Government, providing they result from (a) the de- 
velopment or manufacture for the first time of a machine, article of 
manufacture or composition of matter to satisfy NASA’s specifica- 
tions or special requirements: (%) the development of any process 
or technique for obtaining a NASA objective not readily obtainable 
through the practice of a previously developed process or technique; 
and (¢c) the testing or experimenting with any machine, article of 
manufacture, composition of matter, process or technique to deter- 
mine whether the same is suitable or could be suitable for a NASA 
objective. 

either is there any reason to assume that substitute section 305 
now proposed by NASA will in any way change the thinking in this 
respect. 

tow, these regulations, and more especially the waiver provisions, 

impose serious obstacles to a contractor obtaining title to inventions 
made under a NASA contract. These obstacles are: First, whether 
the contractor is even permitted to retain a license is solely a matter 
of discretion on the Administrator’s part; second, title in the contrac- 
tor and even reservation of a nonexclusive license can be voided solely 
at the Administrator’s discretion; and third, I refer to the condition 
set forth in the NASA regulations as criteria: 

a) for waiving title on the part of the Government; 

6) for permitting a contractor to reserve a license; and 

(c) for voiding a contractor’s title or license. 

These conditions are unrealistic and foreign to both our patent and 
competitive philosophies. It is inconceivable that a contractor or 
any organization—any business organization engaged in the produc- 
tion and selling of products—would undertake a development on any 
basis, which, after spending time and money for 2 or 3 years, their 
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right. to proceed could be voided at somebody’s discretion. Certain] 
management could terminate it if it was proved to be not economically 
sound, but that is something entirely different. 

Is it any wonder that when confronted with these articles manufae- 
turers are reluctant and in some instances may refuse to take NASA 
contracts? I would submit that surely this is no basis for accusing 
industry of hampering the space program. 

Section 305 of the 1958 Space Act, as well as proposed substitute 


305, is founded on the assumption, and the NASA regulations seem | 


to assert that in order to protect the interest of the United States, our 
Government needs title to inventions made under a NASA contract, 
Regardless of what definition is given to the interests of the United 
States, there is neither evidence nor proof that the mentioned assump- 
tion and assertion are warranted. 

Neither is there proof that by giving the Government an exclusive 
license in all such inventions—since it would then have the right to 
have made and used—including the right—the license to use by for- 
eign governments, if that be a legitimate government purpose—that 
the interest of the United States would not be served. 

Accordingly, it is submitted that there is no need for our Govern- 
ment taking title to inventions in fulfillmg NASA contracts. Also, 
that the taking of title to such invention undermines our competitive 
economy. Manufacturers represented by members of our associa- 
tion—and I am sure they are representative of industry generally— 
are both capable and anxious to collaborate with our Government in 
achieving and maintaining leadership in astronautical development. 
This entails providing incentive for the best qualified concerns to 
contract with NASA to perform research and development—that is, 
applied research in fields of activity related to those in which the con- 
tractor has an established patent and commercial position. 

As I have stated, manufacturers are interested in contracting for 
such work providing they can do so without jeopardizing their com- 
petitive position. This, of course, necessitates their being able to 
utilize our patent system to obtain the protection necessary to encour- 
age the commercial utilization of improvements. 

Astronautical development is no different from that undertaken 
as a daily diet by most industrial concerns. There is seldom relue- 


tance on the part of these concerns to negotiate mutually beneficial | 


contracts, insuring the performance of work by those having the best 
qualifications. 

Most NASA contracts are concerned with hardware—that is, prod- 
ucts and product components similar to what is being commercially 
marketed by the contractor requested to do the work. 

Besides being contrary to our competitive philosophies, it is also 
inequitable for NASA to claim or take title to inventions made under 
such contracts. It is believed that if the United States desires to at- 
tain a position of leadership in the field of astronautics, it must 
adopt an incentive producing policy and practice as regards con- 
tractors’ rights to inventions, and it is respectfully submitted that 
this result will only be achieved by enacting legislation which will 
preclude NASA from taking more than a nonexclusive license in in- 
ventions made under NASA contracts. 

Mr. Mirenett. Thank you, Mr. Wyman. 
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Judge Chenoweth ? 

Mr. Cuenowetu. Off the record. 

(Discussion off the record.) 

Mr. CuenowerH. Mr. Wyman, you have presented a very con- 
structive statement and very helpful. I think that we are all prett 
well agreed that section 305 was a mistake and should be repealed. 
Now, I think the main problem of this committee is what are we 
going to adopt in its place. All week long we have been hearing 
eminent patent attorneys like yourself tell us that there is absolutely 
nothing to be gained by Government taking title to a patent, that 
they have all of the rights they need, and perhaps more than they will 
ever use by the nonexclusive royalty-free license. Do you agree with 
that position 

Mr. Wyman. Yes, I do. 

Mr. Cuenowetu. Then we shouldn’t become involved in language 
here that might cast any doubt on the situation. Why couldn’t we 
just include something which would provide that in every case where 
there is a Government research and development contract, that the 
Government take the royalty-free nonexclusive license and the title 
to the invention remain in the contractor? Would that take care 
of the situation ? 

Mr. Wyman. I think that would be an excellent way of handling 
it. 
Mr. Cuenowertn. Do you think we need anything more? 

Mr. Wyman. No. 

Mr. Cuenowern. All week long the committee has been seeking in- 
formation on some contingency wherein it might be extremely de- 
sirable for the Government to take a patent, take ownership to a 
patent. Up to now we haven’t found any. 

Could you give us any such instance ? 

Mr. Wyman. I have never had any experience which would indi- 
cate that the Government needs more at any time than a nonexclusive 
license. In fact, they have that under the law anyhow. 

Mr. Cuenowetu. Can you conceive of a situation developing where 
some invention might be brought about which would make it desir- 
able for the Government to take more than the nonexclusive license? 

Mr. Wyman. No, I can’t. 

Mr. Cuenowetn. As I get the picture after hearing leading patent 
lawyers of the country like yourself before the committee all week— 
as a matter of fact, the ownership of a patent by the Government is 
of no value or worth whatever; it is a dead issue, nothing is done with 
it. Is that correct ? 

Mr. Wyman. I think that is correct. It may be a deterrent to ever 
getting the invention into commercial use. Inventions have no value 
unless they can be commercialized. 

Mr, Cuenowetu. It appears to me that this committee ought to 
merely provide for the license and not set up any machinery or pro- 
cedure here whereby there might be the possibility of a waiver. There 
might be a possibility of the Administrator being in doubt. and per- 


haps following the temptation—then, maybe to take title. Do yon 


think we ought to avoid that situation ? 
Mr. Wyman. I agree with that wholeheartedly. 
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Mr. Cuenoweru. That is the conclusion I have reached at the end 
of the week’s hearings. Thank you very much, Mr. Wyman. 

Mr. Mr. Yeager? 

Mr. Yeacer. You said one thing there; that the Government had 
the power in any event to acquire a license to use. On what, basis 
were you speaking ? 

Mr. Wyman. That is under the 1910 act. Of course, the Govern. 
ment may have any invention made for its use, for governmental pur- 

oses, and the recourse is not an injunction against the supplier. The 
elaatcecsaaka can always fulfill its requirements. The only recourse 
on the part of the patentee is to sue the Government in the Court of 
Claims if it feels its patent has been violated. So, for that reason 
they have the right ot have made and use any patentable invention, 
They cannot be stopped from doing so. There may be a claim filed 
against them; they might prevail and require the Government, per- 
haps, to pay a royalty for such use. 

Mr. MrroHELL. Technically, though, Mr. Wyman, that isn’t a license, 
though ? 

Mr Wray. It is not a license. 

Mr. Mrrcuety. It is just that there can be no injunctive relief 
against the Government. 

Mr. Wyman. That is right. What I was proposing and I think 
what Mr. Chenoweth had suggested would eliminate the suits in the 
Court of Claims on questions of patents arising under Government 
contracts, at least, or Government relationships. 

Mr. Yeacer. That is all. 

Mr. Mrrceneti. Mr. Carstarphen. 

Mr. CarsTarRPHEN. No questions. 

Mr. Mrrenety. Thank you very much, Mr. Wyman. 

Mr. Andrus. 


STATEMENT OF ELWIN A. ANDRUS, ON BEHALF OF THE 
MILWAUKEE PATENT LAW ASSOCIATION 


Mr. Anorvs. I would like to give an additional statement which is 
joint with Mr. Wyman on behalf of the Milwaukee Patent Law 
Association. 

I am a past president of that association. Iam a past chairman of 
the Section of Patents, Trademarks, and Copyrights of the American 
Bar Association. I am currently a vice president of the Seventh Fed- 
eral Circuit Bar Association, made up of lawyers who practice before 
the Federal courts of Indiana, Illinois, and Wisconsin. I have rep- 
resented and was at one time chief counsel of one of the largest in- 
dustrial manufacturing companies in Wisconsin. 

For the past 20 years I have been senior partner of a firm which 
now consists of seven patent lawyers. I have lectured on patent law 
for some 3 years in the past—not at the present time—at the time the 
law school of the University of Wisconsin at Madison, while main- 
taining my practice in Milwaukee. 

I would like to explore with you just a few minutes some of the 
fundamentals that I see in this picture, fundamental basic concepts of 
your problem. 
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As I see it, our patent system has a much more fundamental purpose 
than to merely encourage the making of inventions. 

If our sole purpose is to promote the making of inventions, then 
an award system such as the Russian Patent System uses, or maybe 
such as, for instance, in section 306 of the National Space Act, would 
be sufficient. The Constitution says that our patent system is to pro- 
mote the useful arts and sciences, and so it does. But primarily by 
encouraging the owner of the patent to make the investment necessary 
to commercialize and commercially utilize the invention for the public 
benefit. Without the patent that last step of commercially using or 
employing the invention, supplying it to the public, would never be 
undertaken in many instances. 

I was told many years ago in New York and I have never forgotten 
it, in speaking of average costs, it is not the typical case of extreme, 
but average, that the average cost of getting a new invention into the 
streams of commerce is approximately eight times the cost involved 
in the originating or making of that invention. 

From this it can be seen that the great advantage of our patent system 
js that instead of awarding an inventor in X dollars when he completes 
the invention, the patent system then protects as an incentive the 
spending of the money necessary to additionally commercialize that in- 
vention for the benefit of the public. In that way our system promotes 
the utilization of the invention in the competitive, commercal market, 
where its value is established and rewarded only in proportion to its 
ability to compete; and an invention that does not compete in the 
market gets no reward. 

Now, what you are doing with a section such as 305 of the National 
Space Act, for instance, is to stop the working of the patent system 
and that incentive in a vast area of research. The red will be that 
such inventions as may be made for the Government under contracts 
will never reach the public in commercial channels, although many 
of them are capable, i esac of doing so. 

Now, the public interest, as I look at it, is not fulfilled when an in- 
vention is made, or even when the Government uses the invention for 
its own purposes. 

In order to fulfill and satisfy the public interest, inventions must be 
carried into commercial use for the benefit of the public. And where 
the public can evaluate them in a competitive market. 

Our patent system functions in the public interest solely because 
it awards only he who carries that invention the additional step into 
commercial use for the public. 

Now, in the field of NASA it is clear that the Government has no 
intention of applying any of the inventions it now makes or takes over, 
applying them into the channels of commerce. Many of these inven- 
tions will be of that nature that should be used in commerce. I ho 
we never see the day that our Government enters the commercial field 
in order to provide the public with the benefit of these inventions in 
that field. Russia does it, but we don’t need to if we keep in mind that 
patent incentives are a bulwark of our private competitive commercial 
system, a part of it, and we should let patents function in that com- 
mercial area. 

Now the person or persons who are most likely to adapt in invention 
for public use are those responsible for its making or origin and who 
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have the facilities and incentives. That is recognized by our present , 
patent system by awarding the patent to the original inventor and hig 
associates. 

This both determines who should receive the credit and at the same 
time designates him and his associates as the parties most likely to 
follow through to a point where the public may benefit from the inven. 
tion in competitive commercial enterprise. 

Now, there should be no fear of spending the taxpayer’s money for 
research in this area and then letting the contractor retain the patent 
rights as an incentive to find some commercial use of these inyep. | 
tions. According to average costs that I mentioned a moment 
the contractor must still spend much larger sums on its own to brin 
these inventions into the public use, into the channels of commerce, Jy 
the meantime the Government will of course obtain a free right to 


utilize the invention for governmental needs of a noncommercial pa. 


ture. 

Now, the right of the Government to utilize an invention in its nop- 
commercial fields is bound to cost the taxpayer something. In one ip. 
stance for this right the Government may pay the normal cost for 
making the invention as under a contract he research, as we are pro- 
posing here. Wherever there is a contract for research, where the bor. 
ernment spends the taxpayers’ money for it, the Government should 
take a free nonexclusive license in the field it needs it for, but not in 
the commercial field. 

Now, another way they pay for it, where they don’t sponsor it with 
taxpayers’ money, where it is private capital that develops the inven- 
tion, the Government of course can deal for a license on a royalty basis 
negotiated, or it can wait and pay whatever damages might be as 
in the Court of Claims if it is on for its use. That is present 
law as it stands. It is quite possible, however, that the specific cost of 
the research might be the cheaper way for the Government to obtain its 
needed rights. 

There is no windfall to the contractor. 

Mr. Mireney. If I may interrupt at this point. 

Mr. Anprvs. Yes. 

Mr. Mrrcner.. Of course you know some advocate that: the Gov- 
ernment is spending this money and, granted, the Government is com- 
pletely protected under existing law and existing policy as far as its 
rights and use of any invention that might develop, but that with the 
Government expenditure of money why should this particular manv- 
facturer, who has developed this invention with the use of Government 
money, have an advantage over the other? That is sort of the prevail- 
ing philosophy. What is your response to that ? 

Mr. Anprvs. Well, why should anybody that develops anythi 


have an advantage over another? That is one of my questions. 
would respond by that type of a question in one respect. 


My thought is this, that if the contractors are permitted to retain 


their patents they are more apt to be encouraged as Mr. Davis put it, 
more apt to be encouraged in utilizing some additional funds on their 
own and going ahead with this thing in the sense of putting it to com- 
mercial use where it becomes of public benefit. The shortsightedness 
of the type of philosophy you just mentioned, it seems to me, is that 
it ignores the entire purpose of the patent system, because unless these 
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inventions that are capable of competing in the commercial market 

t to that market, there is not going to be the fulfillment of the public 
interest that we need. 

Mr. Mircuetit. What you are saying, then, Mr. Andrus, is that for 
the best public interest, to be worthwhile and beneficial to the public 
interest, 1t must be on the market, in use. 

Mr. Anprus. That is right. If it will not compete with what is 
already on the market, then it falls by the wayside, it is obsolete. 
Then the manufacturer that has the title gets nothing, he cannot 
earn anything out of it. But if it does compete, we have got to 
encourage his getting it to that point for the benefit, and you are not 

oing to do it by abolishing patents in a whole segment of research. 
So Se damsbataiiey, it is a question of whether you want the patent 
system or you don’t want it, tome. 

Mr. Mircneti. I think then you do not agree with Professor 
Melman. 

Mr. Anprus. No, sir; I most certainly do not. 

Mr. CuenowetH. Would my colleague yield ? 

Mr. Yes. 

Mr. CuENowetTH. Wouldn’t another argument and an effective argu- 
ment be there is no advantage for the Government whatever to take 
title? 

Mr. Anprus. There is none; that is right. 

Mr. Cuenowetu. There is no use for it after it gets it? 

Mr. Anprus. That is right. But it in effect destroys the patent 
system in this whole field, and we are trying to advance in this field 
faster than in our other fields because we are competing with foreign 
countries and here we abolish the very means that we use to encourage 
this in the other field. 

Mr. Cuenowetu. What Mr. Mitchell asks is a natural and normal 
inquiry: If the Government is putting up the money for R. & D., 
why shouldn't they take title to what is produced? It is a perfectly 
logical question to be raised and something the committee is going to 
have to answer. 

Mr. Anprus. That is right. I have no quarrel with the logic of a 
taxpayer’s expenditure, but I say to you unless we go forward with 
these inventions and actually encourage them, I wonder if it isn’t a 
little shortsighted to say that the Government is payin too much of 
the taxpayers’ money for the free right to use the invention on its own 
behalf. It has need for these space inventions, it is going out in 
advance of the commercial field there, and until the commercial field 
can take over, the Government is going to have to stay in that field 
to that extent. But I doubt whether you are spending more taxpay- 
ers’ money that way than you would if you were to buy the right to 
use inventions that are already made by private capital under our 
present laws. I doubt whether you would be spending any more, 

Mr. Mircuet.. They are simply stating, as Judge Chenoweth 
pointed out, many say: Well, the taxpayers are putting up for this 
invention, why should it not be in the public domain ? 

Mr. Anprus. That is potent. 

Mr. Mrrcneti. That, in a sense, is really the underlying question 
of these whole hearings. 
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Mr. Anprus. Well, as I say, it goes back to whether you want the . 
patent system or whether you don’t, to encourage the actual thing that 
you want; namely, commercial utilization for the benefit of the public, 
and you will not get it if you stop there and say: Everybody has q 
free right to use it. Nobody is protected in the investment initially 
to find and grope their way into the competitive market with an jn. 
vention. Is that sufficient ? 

Now, there is no windfall to the contractor by reason of his retain. , 
ing all commercial patent rights since he gets nothing by the patent 
unless he goes further. Now he is performing an act. and he has to | 
further and commercialize that invention to the point where the pub. | 
lic has the benefit of its competition in the commercial world. There 
he contributes something on his own and he is going to have to do it, 
If it fails to compete, as I said before, it gets him nothing and if jt 
succeeds, he deserves some protection in that sense. | f 

Now we need never fear, as I look at it, some ethereal domination 
of any scientific field by a patent. One of the chief workings of our 
patent system is that it promotes competition. I have preached that | 
many a time, that the patent system is a promoter of competition and 
therefore is comparable to our antitrust laws which are designed to | 1 
promote competition. t 

Now, once an invention gains the favor of the public in the competi. e 
tive commercial world and is covered by a patent on the part of the | 
concern that is marketing it, competition, by its competitors, imme. | 1 

2 


a 


diately requires efforts on the part of all others to find ways around, 
and better ways, and soon private research expenditures will take on 
the effort which the Government finds in this field to be quite burden- 
some, I assume. At least they are spending a good deal of money in | 1 
this field. I 

Now, in this way developments will pyramid upon each other inow | | 
natural competitive system and ultimately relieve the taxpayer of the 
now stupendous appropriations they have to make in this field. 

If you are looking forward to the time when private capital and 
private enterprise will take the burden of NASA off the taxpayer's 
shoulders, when space travel becomes commercial, itself, and many 
other things get way beyond us, beyond our present status, if you are 
looking for that time, you must, as I look at it, immediately restore 
the competitive incentives of the patent system in this area of 
technology. 

Whatever you do in the patent provisions of the present act, we 
would recommend that Congress definitely provide for retention of all 
commercial patent rights by the contractor. It is the only way the 
public benefit can be fully realized and the only way to ultimately lift 
the cost. of research in this field from the taxpayers’ shoulders. 

I thank you. 

Mr. Mrrcneti. Judge Chenoweth. 

Mr. Cuenowetn. Mr. Andrus, I am very appreciative of this very 
fine and scholarly statement on patents. It is certainly very informa- 
tive and very helpful to the committee. I am curious to know some- 
thing about the Russian patent system. I wonder if you could take 
just a moment and tell us how Russia handles a patent. 

Mr. Anprvs. I have never read their patent law, but the material, 
insofar as I have read it, implies that they follow an awards principle. 
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{spear as I can gather, that is the principle of their system, awarding 
the inventor in some form, either in additional goods, vacations, assist- 
ance, and standing, and so forth The Government, itself, is in the 

Mr. Cuenowetu. There is no competition in Russia 

Mr. Anprvs. That is right. ib 

Mr. Cuenowern. There is no need to worry about anyone infring- 
ing on patents over there. 
nprvus. That is right. 

Mr. Cuenoweru. They have a way of taking care of all infringers, 
[understand. In other words they reward the inventor. 

Mr. Anprus. They reward the inventor. 

Mr. Cuenowetu. I think you make very important points here. It 
is very intriguing to me that the patent system is not just to provide 
for making inventions. If we sto there we haven’t done anything. 

Mr. Anprus. We haven’t brought it to the public benefit fully. 

Mr. CuenowetH. Unless it goes to commercial production, the pub- 
lic gets no benefit. 

Mr. Anprus. It gets one benefit which I have overlooked in my state- 
ment in a sense, because I didn’t think it was particularly important 
toour issue here. That is, the patent system does provide a means of 
encouraging the disclosure of inventions so that other members of the 
public are fully informed of these developments, whereas if you did 
not have the system you would have a tendency of secrecy to a much 

ater extent than we have today and I think that would be detri- 
mental to development. 

Mr. Cuenowern. I want to impose on you for some information. 
The question was raised yesterday as to where we get the 17-year 
limitation on patents. Could you give us the background of that 
limitation ? 

Mr. Anprvs. Well, I cannot give you the history of it accurately. 
Ihave heard different statements concerning it and I would be hesi- 
tant to say anything about it under those circumstances. Actually, 
if you want my view on the 17 years, and I think Mr. Quigley asked 
the point whether the term might be adjusted under this act and have 
a shorter term for these patents and that sort of thing, my personal 
opinion as to that is that you never can judge what invention should 
be entitled to a long term or what might be entitled to a short term. 
You certainly cannot pick it out by just an area of research or develop- 
ment. 

Seventeen years is a good average. It has been on our books for so 
many years, there is no reason for changing that phase of things as 
far as I can see, because my experience is that many inventions are 
obsolete long before the 17 years are up, and the fact that the patent 
exists on the invention does not mean anything because something has 
taken its place in the commercial world, competitively speaking. 
Some do not ever get into the commercial rae because they are 


hever competitive with what is presently on the market. 

Some last longer than 17 years or would last longer commercially. 
There the public gains considerably more. 

I don’t see why we should tamper with a system that is established 
onan average term for a patent under those circumstances. 

Mr, Cuenowern. After your long experience in dealing with pat- 
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ents and being an authority on this subject, you see no reason to change | 


the 17 years? 
Mr. Anprvs. I see no reason whatsoever. 


Mr. Curenowertu. There has not been any agitation to change it op | 


the part of patent attorneys or in the patent field ? 
Mr. Anprus. Not that I know of. 
Mr. CuEenowetH. Everyone accepts it and is satisfied; no injusticg 
or hardship has been worked on anyone ? 
Mr. Anprus. I haven’t heard that remark at all. 


Mr. CuEenowetH. You would not suggest to the committee that we | 


ought to change that in any way ? 

Mr. Anprus. No, sir; I would not. I think the committee would be 
sufficiently wise in its accomplishment if it provided that the contractor 
in a NASA instance would retain the patent rights subject to a free 


right in the Government for its purposes which are presumed to be | 


noncommercial. 

Mr. Cuenowern. You concur in the suggestion I made then to My, 
Wyman? 

Mr. Anprus. One hundred percent. 

Mr. Cuenoweru. Thank you very much, Mr. Andrus. 

That is all, Mr. Chairman. 

Mr. Mircneti. Mr. Andrus, you refer to the Russian awards sys. 
tem which constitutes in effect a patent system. 

Mr. Anprvs. Yes. 

Mr. Mircuety. Do we reward our inventors in this country ? 

Mr. Anprus. Well, we do in the competitive manner because all 
of our inventors are working in the competitive field, both from a 
standpoint of their jobs, in research, or individually, if they are work- 
ing alone on inventing and research. The only reward they ultimately 
can get is that their inventions get to market, however. You take an 
individual inventor, he is not a manufacturer; he has to get it into 
commercial use. 

Mr. Mircuety. Here is something I think we have gone around, in 


this week of hearings, but we haven’t had any witnesses give us any 


precise testimony on it. 


Industry, in employing a man they feel can produce, very often, 1 
understand, will contract with him and any discovery that he makes — 


becomes the property of the Government. 

Mr. Anprus. Yes. 

Mr. Mrrcneti. Now, is that the general rule in industry today? 

Mr. Anprvs. Well, so far as I know, that is reasonably the general 
rule in industry in the research field; research employees assign their 
invention. The industry pays a lot more than just the salary of the 
employee, you must remember, because there are facilities supplied, 
assistants supplied, and, in many instances, that is quite an invest- 
ment. That isthe No. 1 point. 

No. 2, that still resolves the inventor in the competitive field. As 
he develops a reputation for being an inventor, which is, let us say, 
better than his neighboring inventors, he commands more income 
from industry in that respect. It is all competitive. 

Mr. Mrrenext. Asa result of his work he becomes more marketable. 

Mr. Anprvus. That is right. It is the same thing as an individual 
inventor working in his attic, he has got to induce some company or 
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gome commercial organization to take on that invention in order for 
him to earn anything, —s out of it. 

So has the researcher in the corporate research department got to 
induce his company. He has got to make inventions that are worth- 
while and induce his company to take them on commercially, Or 
else he doesn’t have the reputation that I am talking about and does 
not rise as high as another one who might succeed in making more 
and better inventions. 

Mr. Mircuetyi. Well, of course, this is another criticism that has 
been advanced about not so much the patent system, itself, but the 
ways and means that industry is deploying in the patent system: That 
the inventor, himself, who some say that our Founding Fathers were 
thinking about the individual having rights to his discoveries, that 
now he no longer has it, but that his boss can take advantage and profit 
from these ideas. 

Mr. Anprus. Let me explain to you: If an individual were working 
in his attic and having to supply his own facilities for his research 
and keeping it all to himself, he is going to, during that time, have to 
support himself. On what? That is the next question. 

Now, the difference between the individual doing the invention and 
keeping it entirely to himself is that he goes to this corporation—this is 
the principle involved—and says, “You pay me a salary during the 
tine I am carrying on this research to know whether I am going to 
make an invention; maybe I never will, but you pay me a salary so I 
can live during this time and you furnish the facilities.” I don’t 
think there is anything illogical about the corporation saying, “Well, 
we, in our commercial endeavor, make the livelihood of a large number 
of research people, a large number of commercial people, manufac- 
turing people and everything. and we must maintain a profit in that 
commercial field, total, in order to keep these people on.” 

Now, the researcher in the research organization wouldn't want to 
be fired the minute he has made the invention. He wants to continue 
in order to have a livelihood for the rest of his life, in essence. A good 
many of them do stay with the same organization for a long ponies 
of time, but they may transfer to another one, just the same. But he 
is getting his livelihood in the competitive market and is being paid in 
acompetitive market for his production. I don’t see anything wrong 
with that. 

Mr. Mircnerii. We have had a discussion during the week concern- 
ing a parallel or possible parallel between the employer-employee rela- 
tionship and the Government and the contractor a A 

Mr. Awprus. Personally, I don’t see any parallel between those. 

Mr. Mrrcuetn, Several I think stated that one of the differences is 
that the employer provides the laboratory, the facilities, and that the 
Government does not. Now, is that true actually ? 

Mr. Anprus. It may not be accurately. In some instances I believe 
Government has paid for facilities and research under its contracts, 
too. 

Mr. Mrrenerx. So in that particular instance that would not be a 
distinguishing feature between the two, would it? 

Mr. Anprus. It wouldn’t be in all instances, let us put it that way. 
But I don’t regard them as being parallel at all. 

Mr. Mr. Yeager. 
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Mr. Yeacer. One question I would like to address to both witnesses 
We have had at least two patent lawyers here who have stated categor. 
ically, I believe, that in the event a client of theirs was considering an 
R. & D. contract with NASA that they would recommend against tak. 
ing it. This is distinguished from a procurement contract or some. 
thing of that nature. My question is: Would you be inclined to give 
that advice? Secondly, in your association with other patent attorneys 
within the Milwaukee circle do you think a number of them would 
so inclined ? 

Mr. Wyman. I think it depends on the subject matter. To get back 
to what I tried to make a point of, if it is scientific research, pure 
research, and an organization was qualified with facilities, personnel, 
and so forth to do it, and was in the business of selling engineering 


information as such, then there would be no reason—there would be | 
every reason in the world for them to undertake such a contract and 


they would normally do it on the usual basis of paying for what 
rights the Government wanted to obtain, if they wanted all of the 
patent rights, merely a license or not. 

Now, on the other hand, if the R. & D. contract pertains to the con- 
tractor’s commercial position—which is usually why they are ap. 
proached in the first place, because of the years of experience, facility, 
and personnel in that particular field—I think it is very likely that 
most of them would recommend against taking the contracts if the 
——e is going to get title. I don’t see how they can afford to 
take it. 

I would like to say one thing about this employee and employer 
relationship if I may. I think there is another aspect of it, besides 
merely furnishing facilities, and that is this: In addition to furnishing 
facilities the pon a of course, is given a salary, unemployment 
compensation, which I am sure is available in practically all States, 
which if you don’t employ him he is paid. 

Now, if the contractor contracts with NASA or any other Gov- 


ernment agency there is no assurance when that contract is completed — 


he is going to have another contract, he isn’t going to be put on the 
avid. or if he doesn’t get it he is going to be paid for it anyhow. 
hat is a vast difference. 

Then the other thing I would like to point out is that they say the 
taxpayer pays for research, why aren’t we entitled to it? I think 
that is a very good question. I think the answer was given by Mr. 
Andrus that it destroys all incentive to take such a contract. The 
relation has been made, or the comparison has been made that that 
is the way industry operates. That is not so. 

Now, it is true that industry usually requires the employees to 
assign their inventions. Now, let’s get a true analogy. Sup osing 
a company, such as a utility, comes to a contractor and says: I want 
you to build me a turbine generator unit, operate at such and such 
a speed, have such space limitations, under such a temperature, over- 
load conditions and so on. Are you interested? ‘The contractor, con- 
templated contractor, is not told how to build it. All they want isa 
result. He says I will take that contract for so munch. And he does. 
And he designs and he develops that machine and he puts it into 
operation. 
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The purchaser of that machine gets no patent rights, never. If 
they did it would destroy the contractor’s competitive position en- 
tirely, if the purchaser of that machine can go out and say, “On the 
next machine I am going to go over to company X; I will give them 
complete patent rights,” and invariably inventions are involved in 
sucha design. So I think that is the analogy rather than the employee- 
employer relationship. 

Mr. Anprus. I might add there that the purchaser does get a free 
nonexclusive license to go out under those circumstances. I repre- 
gent a machine tool manufacturer, too—more than one I guess—who 
take that type of contract and they keep the contract rights totally 
and the customer pays for all the research, all the development and 
engineering on the pre? and first machines. The customer never 
gets any patent rights or any part of it. 

That is regular commercial practice in that field. 

Mr. Yeacer. Thank you. I have no more questions. 

Mr. Mr. 

Mr. CarstarPHEeN. Mr. Andrus, what is your position, sir, with 
regard to the method or the means of placing in the public domain 
the invention or the patent of the Government employee in a Gov- 
ernment research laboratory ? 

Mr. Anprus. Personally, I have proposed for quite some time the 
same relationship as I am now proposing for the contractor; namely, 
that the employee keep all the commercial rights and try to interest 
commercial people to bring it into the market for the public benefit, 
because I see no other way of encouraging those inventions getting 
into the commercial stream. 

Now, again you might say: Why that? Our Government is not 
like a corporation immediately concerned with commercial competi- 
tion and it has no function in the commercial field as we think of 
itnormally. Consequently, it is not in the same position of requiring 
to take title from the prom share taking title away from them. Since 
our Government doesn’t want to, and should not as I look at it, in 
the division of rights, enter into commercializing on these inventions 
that are made in its research laboratories, I believe that the inventors 
= should be the ones who try to promote that for the public 

nefit. 

Now, in doing that, I believe, also, that you might get quite a num- 
ber of research technical-trained people in the inventing field for 
somewhat less salary if they were permitted to retain their own in- 
ventions. I understand that that has been the policy of some of the 
Government agencies, incidentally, in the past. I hidions that that 
was done with some of the defense agencies; even during the war I 
ran into that, where their own research staff were permitted to keep 
their inventions, and they contended that they got them for 50 percent 
of the normal salary that those same men would command in the 
commercial world and they thought they were doing well to do that 
because then the taxpayers’ money was saved, and a good many of 
these inventions may or may not have actually come into the com- 
mercial practice through that. 

Mr. Carstarruen. Thank you, sir. That is all. 
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Mr. Mrrcueii. Gentlemen, we are most appreciative of your testi. 
mony and your appearance here today. 

Mr. Anprus. Thank you. 

(The statement of Elwin A. Andrus is as follows:) 


STATEMENT OF E_win A. ANDRUS, REPRESENTING THE MILWAUKEE PATENT Law 
ASSOCIATION 


My name is Elwin A. Andrus, of Milwaukee, Wis. I am appearing here today 
as one of the joint representatives of the Milwaukee Patent Law Association 
to present the following comments upon the present patent provisions of the 
1958 law establishing the National Astronautics and Space Administration, 
Section 305, property rights in inventions, and section 306, contributions awards, 
are the specific problem for discussion. 

I am a past president of the Milwaukee Patent Law Association and a past 
chairman of the Section of Patent, Trademark, and Copyright Law of the Ameri- 
can Bar Association, and I am currently a vice president of the Seventh Federa] 
Circuit Bar Association. 

You have just heard from my colleague, Kimball Wyman, a statement bearing 
upon the practical side of encouraging industry through patent incentives. | 
want to present and discuss with you some fundamental basic concepts concerp- 
ing the patent incentive. 

Our patent system has a much more fundamental purpose than to merely 
encourage the making of inventions. If our sole purpose is to promote the making 
of inventions, then an award system such as the Russian patent system, or such 
for instance as the system set up in section 306 of the 1958 National Space Act 
here under consideration, would be quite satisfactory. 

The Constitution says that your patent system is to promote the useful arts 
and sciences. And so it does; primarily by encouraging the owner of the patent 
to make the investment necessary to commercially utilize the invention for the 
public benefit. Without the patent this last step of commercially using or supply- 
ing the invention to the public would never be taken in many instances. 

I was told many years ago in New York that the average cost of getting a new 
invention into the streams of commerce is approximately eight times the cost 
involved in the originating or making of the invention. 

From this it can be seen that the great advantage of our patent system is that 
instead of awarding an inventor in X dollars and then taking title to the invention 
so that there remains no protection as an incentive for spending anything to 
commercialize the invention for the benefit of the public, our system promotes 
the utilization of the invention in the competitive commercial market where its 
value is established and rewarded only in proportion to its ability to compete, 

What you are doing with section 305 of the National Space Act is to stop the 
working of the patent incentive in a vast area of scientific research. The result 
will be that such inventions as may be made for the Government under contracts 
will never reach the public in commercial channels. 

The publie interest is not fulfilled when an invention is first made, or even 
when the Government uses the invention for its own purposes. In order to fulfill 
and satisfy the public interest, inventions must be carried into commercial use 
for the benefit of the public and where the public can evaluate them in a com- 
petitive market. Our patent system functions in the public interest solely because 
it awards only he who carries the invention forward and gets it into commercial 
use. 

In the field of NASA, it is clear that the Government has no intention of anply- 
ing any of the inventions it now takes over to the channels of commerce. Many 
of these inventions will be of a nature that could be used in commerce. F 

I hope we never see the day that our Government enters the commercial field 
in order to provide the public with the benefit of the inventions which the Govern- 
ment will own under section 305. Russia does it, but we don’t need to if we keep 
in mind that patent incentives are a bulwark of our private competitive commer- 
cial system and let patents function in the commercial area. 

The person or persons who are most likely to adapt an invention for public 
use are those responsible for its making or origin and who have the facilities and 
incentives. That is recognized in our patent system by awarding the patent to 
the original inventor and his associates. This both determines who should 
receive the credit and at the same time designates him and his associates as the 
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parties most likely to follow through to a point where the public may benefit 
from the invention in competitive commercial enterprise. 

There should be no fear of spending the taxpayer’s money for research in this 
area and then letting the contractor retain the patent rights as an incentive to 
find some commercial use of the inventions. According to average costs the 
contractor must still spend much larger sums on its own to bring the inventions 
to the public in the channels of commerce. In the meantime, the Government will 
of course obtain a free right to utilize the invention for governmental needs of a 
noncommercial nature. 

The right of the Government to utilize an invention in its noncommercial fields 
is bound to cost the taxpayer something. In one instance, for this right, the 
Government may pay the normal cost of making the invention as under a con- 
tract for research. In another it may pay 2 royalty for a negotiated license, and 
in still another it may pay damages assessed by the court of claims. It is 
quite possible that the specific cost of the research might be the cheaper way 
for the Government to obtain its rights. 

There is no windfall to the contractor by reason of his retaining all commercial 

tent rights since he gets nothing by the patent unless he goes out and com- 
mercializes the invention to the point where the public has the benefit of its 
competition in the commercial world. If it fails to compete in the open market 
he gets nothing. If it succeeds he deserves the patent protection under our 
system and the public then gets the real benefit of the invention. 

We need never fear some ethereal domination of any scientific field by a patent. 
One of the chief workings of our patent system is that it promotes competition. 
Once an invention gains the favor of the public in the competitive commercial 
world, competition immediately requires effort on the part of others and soon 
private research expenditures will take on the effort which the Government 
finds so burdensome in the space fieid. In this way developments will pyramid 
upon each other in our natural competitive system and relieve the taxpayer of the 
now stupendous appropriations in this new field. 

If you are looking forward to the time when private capital and private 
enterprise will take the burden of NASA off the taxpayer’s shoulders you must 
immediately restore the competitive incentives of the patent system in this area 
of technology. 

Whatever you do with the patent provisions of the present act, we would 
recommend that Congress definitely provide for retention of all commercial patent 
rights by the contractor. It is the only way the public benefit can be fully 
realized and the only way to ultimately lift the cost of research in this field 
from the taxpayers’ shoulders. 

I thank you. 


Mr. Mircuetyt. We will at this time for just a very brief period 
take a recess. 

I might make this announcement in advance of the recess: That 
Judge Chenoweth has a flight that will require him to leave at ap- 
proximately 1 o’clock. So we will try to expedite the remainder of 
the hearings as best as we can and I will ask the witnesses to be as 
oa as you feel that you can although we certainly want to hear you 
ully. 

We will recess for a few minutes. 

(Short recess taken.) 

Mr. Mrrcuety. The subcommittee will be in order. 

Our next witness for the day is Mr. Floyd H. Crews, who appears in 
behalf of the New York Patent Law Association. Mr. Crews. 


STATEMENT OF FLOYD H. CREWS, REPRESENTING THE NEW YORK 
PATENT LAW ASSOCIATION 


Mr. Crews. Thank you, sir. 

I live at 19 Montrose Road, Scarsdale, N.Y., and I am a patent 
lawyer and am a member of the firm of Darby & Darby in New York. 

Iam appearing today as a representative of the New York Patent 
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Law Association, an organization with more than 1,000 members, ] 
am a past president of the association. I am also at the present time 
chairman of the Committee on Patents of the Association of the Bay 
of the City of New York and chairman-elect of the section of Paten 
Trademark, and Copyright Law of the American Bar Association, 

The board of governors of the New York Patent Law Association 
has adopted the following resolution: 

Resolved, That the board of governors of the New York Patent Law Associa. 


tion approves the resolution of the house of delegates of the American Bar As. 
sociation adopted during its February 22-24, 1959 meeting. 


The resolution of the house of delegates of the American Bar As. | 


sociation which was thus approved reads as follows: 


Resolved, That the American Bar Association approves the retention by a con. 
tractor of full title to all patent rights arising out of research or development 
contracts sponsored primarily for governmental use by any Government depart. 


ment, agency or the like, subject only to a royalty-free, nonexclusive license to | 


the Government for governmental purposes, but not to enable the Government 


to furnish services and supplies to the public in competition with a contractor 


and its licensees; and be it further 


Resolved, That the American Bar Association specifically disapproves those | 


provisions of the national aeronautics and space law of 1958 relating to such 
patent rights. 


The remainder of my remarks has not been approved by the board _ 


of governors, but is my own explanation of why I approve and sup- 
port the resolution I just read. 

I should like to discuss what the effects upon aeronautics and space 
technology would be if section 305 contained no waiver provision. | 
believe such an approach will throw light on the fundamental question 
of what policy should underlie any amendment of section 305, 

The patent system accomplishes at. least five positive and important 
things in promoting the progress of the useful arts : 

1. It stimulates invention; 

2. It promotes disclosure—avoids secrecy ; 


3. It encourages venture capital to take large risks im new and un- | 


tried fields of technology ; 

4. It stimulates further competition in invention ; 

5. It makes inventions freely available to the public after the ex- 
piration of the patents. 

If section 305 contained no waiver provision these benefits would 
be almost completely lost. I will discuss each of them. 


1, IT STIMULATES INVENTION 


We like to think of ourselves as an inventive Nation. Perhaps we 
are, since degree of inventiveness is purely a relative matter. But it 
should not be forgotten that we are turning out new inventions at the 
rate of approximately one invention per person for each 4,000 years— 
hardly a rate to cause excitement. 

We are a great industrial Nation. We are said to have vast national 
resources. But we have important natural resources only to the ex- 
tent we have developed and expanded our meager store by invention. 
Water power, for example, is a nuisance rather than an asset except for 
electricity. The American Indian had all the natural resources we 
have today, but he never used them or knew they existed. Our greatest 
natural resource has been our inventiveness. 
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We have become a great industrial Nation by inventing at the rate 
of one invention per person for each 4,000 years. Instead of a flood 
of invention we have had a trickle. We do not dare turn the trickle 

wn. 

That section 305 without the waiver provision would turn the trickle 
down has, to my mind, been demonstrated convincingly by Mr. Robert. 
A. Solo in his study No. 18 for the Subcommittee on Patents, Trade- 
marks, and Copyrights of the Committee on the Judiciary of the U.S. 
Senate (the so-called O’Mahoney subcommittee), issued earlier this 
year. I suggest that that study deserves the most careful consider- 
ation. 
7 Iam going to abbreviate this statement if I may and the reporter, 
Iguess, will put it all in the record. 

r. Mircnet.. If there is no objection, your statement in its entirety 
will be included in the record. 

Mr. Crews. Yes, sir. 


2. IT PROMOTES DISCLOSURE—-AVOIDS SECRECY 


So far as I know no one has ever questioned the value and im- 
rtance of the patent system in this area. We have in the Patent Of- 
ce nearly 3 million patents, covering in detail every ramification of 
every subject in the physical sciences to which the mind of man has 
been applied. And all of these patents are classified and subclassified 
by subject matter. The U.S. Patent Office has become the greatest 
storehouse of usable technical information ever seen in the world. It 
excels the greatest library in the world, and probably all of them put 
together, so far as technology is concerned. We can all be very proud 
of the service done by the patent system and the Patent Office in dis- 
seminating scientific knowledge. 
The greatest harm that could be done to American technology—and 
I think that means to the country itself—would be to create conditions 
under which inventions would be kept secret. 
Actually, it is difficult to give a technical secret away. It must be 
iven away to the right person, at the right place, at the right time. 
ut what we are striving to do, and what the patent system has accom- 
plished admirably, is to give secrets away under usable conditions. 
Only by giving secrets away under usable conditions can technology 
advance. Only in that way can we be released from the slow advance 
of one independent, isolated, unknown invention per person for each 


_ 6,000 years. Only in that way can we build on the past. 


Without the waiver provision of section 305, there would inevitably 
be secrecy rather than open disclosure. This, again, is demonstrated 
by Mr. Solo’s study. 


3. IT ENCOURAGES VENTURE CAPITAL TO TAKE LARGE RISKS IN NEW 
AND UNTRIED FIELDS OF TECHNOLOGY 


Without the waiver provision, section 805 would in effect wipe 
out private patents in aeronautics and space, as most of those directly 
interested would have some sort of Government contracts. 

A patent provides protection for 17 years and then is gone. Section 
303 would wipe out the 17 years and make it available immediately. 
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Offhand, this would seem to be a tremendous advance—an advan, 
of 17 years multiplied by the number of inventions. 
What we have to remember is that it is not the number of inventions | 
that are made, but the number that get into use that is important | 
Today Patent Office could have been set down complete in Washing. | 
ton or Plymouth Rock in 1620 without effecting any change in the 
economy. | 

I have a long list of things that most everyone is familiar with, 

We have only to remember the history of invention to realize hoy 
important patents have been to technological advance through their 
contribution to risky enterprise. The steamboat, locomotive, cotton 
gin, revolver, barbed wire, tvpewriter, linotyne, telegraph, telephone 
bicycle, electric light, electric motor, internal combustion engine, air 
brakes, macadam roads, talking machine, airplane, moving pictures, 
washing machine, radio, nylon, synthetic rubber, television, coaxial] 
cable, helicopter, penicillin, plastics, transistor, electronic computer 
video tape, and color TV—not to overlook the Boeing 707, the Douglas 
DC-8, and whatever planes will follow—are a few familiar examples, 

More than $100 million has been spent on color TV with no returm 
so far. It would not have been spent without the reasonable hope of 
profit. Without patents there would be little hope of a return which 
could justify such a gigantic risk. And this is a typical case except 
for the amount involved. 

Mr. Mrrenery. The hope of return, is the incentive for a person 
working and trying to develop something, but some people say that 
system compared with the Russian system, shows that they are more 
efficient than we are in R. & D. You have heard that argument, I am 
sure. 

Mr. Crews. Oh, yes. 

Mr. Mrrcnei. And they have a patent system, not similar to ours 
but based mostly on an awards system. Others say that without an 


} 


awards system or without our patent system that. just the fact thata 
man who has the ingenuity to come up with something, the acclaim 
that he would receive from his colleagues in the same field is sufficient 
incentive. What is this incentive business that we have been hearing 
about all week? Just how important is it and compare it with the 
Russian procedure. Why is the American patent system that we have 
so important and better, if it is? 
Mr. Crews. Yes. It is of vital importance. 


If you have a specific objective to accomplish such as a company in 
the Army to take a post, you need someone in command who gives 
the orders and you need complete obedience. If your objective is to 


develop something new that involves the use of imagination and in- 
itiative you don’t need, don’t want people subjected to orders, do just 


what you do; you have to free the minds of man to explore new | 


fields. 
Now, without the incentive of the Patent System I don’t know when 
we would have had the telegraph. Morse actually got the grant from 


Congress for part of the money for the telegraph. He worked for | 


years over it. Bell could not sell a telephone after he invented it 
De Forest could not sell the oscillator after he invented it. Some 
of the greatest inventions ever made no one could see their use. Wht 
the inventor with great ability to make the invention. It takes almost 
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another invention on the part of the entrepreneur to see the possibili- 
ties of it and be willing to spend his own money to put it into use. 

One hundred million dollars for color TV. Iam told by some peo- 
ple that a closer figure would be $250 million, has been spent in mak- 

the inventions and in getting ready to market it because of the 
hope of profit somewhere. 

r. MrrcHety. But we are concerned, and some have said, that 
asa result of the existing law insofar as NASA’s patent law is con- 
cerned, that this is hampering our progress in research and develop- 
ment. 

Mr. Crews. Yes, sir. 

Mr. Mrrcnexy. And in effect is helping to increase, so to speak, 
the lag behind Russia. Some point to the efficiency of the Russian 
system; they have the awards system. Why is it important to our 
country, if you so feel, and I judge that you do, that we maintain 
our present patent system and policies insofar as industry and Govern- 
ment are concerned, in contrast to some awards system such as the 
Russians have? 

Mr. Crews. I have seen a great many cases in my own experience 
of people accomplishing things which it was thought to be impossible 
toaccomplish. Somebody who is crazy enough to spend his own time 
and money can go out and try to do it, while under a Government 
bureau, whether the Russian Government or our Government, no one 
would be permitted to work on that job. That is where we get our 
newest and our greatest inventions, from these people who don’t have 
enough sense to know it cannot be done and are crazy enough to go 
out and spend their time and money trying to do it. 

You don’t get the real flights of imagination and the real initiative 
under any rewards system, under any ees system. 

Mr. Mircuetyi. Some say, Mr. Crews, that the Government taking 
title, as would the Soviet Union, and placing this discovery in the 

ublic domain, it wouldn’t be to the public interest because it wouldn’t 
eeoduced. But I say, and others say, to the contrary, “Well, look 
at Russia, it is in the public domain, they award the inventor, but the 
Government takes title and it is in the public domain and they seem 
to do well with some of these inventions.” 

What comments do you have on that? 

Mr. Crews. In the first place, so far as Government taking title is 
concerned, when the Government takes title it pays for something 
and it gets nothing and the public gets nothing. It pays for the 
golden egg and then it buys the goose and kills the goose, because when 
this title to a patent is transferred to the Government, no one has any- 
thing, and this invention will not get into use because no one has the 
protection which is required for many new inventions to get into use. 

As far as Russia is concerned, I don’t claim to know anything about 
Russia, but I have seen things onerate under circumstances that I can 
give a pretty good guess, you just won't let people work on the things— 
people can not elect, themselves, to work on the things they want to 
work on, they can’t elect, themselves, to promote the things, the screw- 
ball things, the things that people thought were screw-ball today, like 
the airplane, like the telephone, like thousands of others; like nylon, 
what Government administrator could afford to commit a Government 
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bureau to spending $45 million to produce nylon, which would be 
worthless when you got it anyhow! That is what Du Pont did. 

Mr. Mrrenety. If I may interrupt. But are you saying in gu. 
stance, a patent philosophy is a philosophy of Government that yoy 
want to be under? ) 

Mr. Crews. I should say so; yes, sir. The patent provisions of the 
Constitution and our patent laws, I think, have done as much or mor 
to promote not only freedom of enterprise, but freedom of the mind 
to explore new fields, as anything that has ever happened to this 
country. I think it has been primarily responsible for our great jn. 
dustrial progress. 

Mr. Mircuet.. I think it has been so evident with many witnesses 
here, but I don’t think a single one has specifically said that the Atomic 
Energy Commission and the NASA Act, in their judgment, was con. 
trary to our system of free enterprise. Do you say that? 


Mr. Crews. Well, we certainly still have our system of free enter. 
prise. I think it isa very, very bad policy for the Government to take _ 


title to inventions because, as I said before, they pay for something 
and they get nothing. They kill what they get, the second they pay 
for it. In my view—I have been discussing this thing from the stand- 
point of if we had no waiver provision. Now, we dlo have a waiver 

rovision and we have a waiver provision that, in my view, has been 

andled very intelligently by the Administrator and his legal staff, 
But that was just due to the fact that we had a well-informed Ad- 
ministrator. Under the same law the Administrator could have 
handled it entirely different and this could have been a piece of monu- 
mental legislative folly, and under this same law we could get a 
different Administrator and under this act he would have the authority 
to interpret it entirely differently. 

Under the new law that. has been proposed by the NASA, it couldn't 
change that. Congress should set the policy, Congress should not 
leave it to an administrator to determine what the policy of the US. 
Government is as to what is in its best interests, and the present act 
and the proposed new act. both do exactly that. 

Mr. Mircuet.. Of course, under the AEC Act and NASA Act of 
last year, in effect, Congress did voice its opinion as to what should be 
done; did it not, Mr. Crews / 

Mr. Crews. If you interpret the NASA Act last year to have estab- 
lished it as the policy of Congress that the NASA shall take title to 
patents in all inventions made by Government contractors, then what 
you say iscorrect. But the act says that the Administrator shall do so 
in the best interests of the United States, whatever the best interests 
of the United States are. If the best interests of the United States are 
that they should take title, if it is in the best interests of the United 
States he shall waive title. They leave it up to him to decide what 
is the best interests of the United States, instead of Congress telling 
him what the best interests of the United States are. 

Mr. Mitcnety. Do you feel there is a need for some overall state- 
ment by the Congress of a policy insofar as the Government taking 
title to contracts in the patent field ¢ 

Mr. Crews. I think there is such a need and I think it is very long 
overdue. I think we should have had it many years ago, and we can’t 
get it too soon now. It should be the policy of the Government not 
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to take title to inventions, because that is the path of progress, that 
ig in the best interests of the United States and of the people of the 
United States and it is in the interest of saving the taxpayer’s dollar 
not to take title to patents. 

Mr. Mircneti. What effect do you think such a declaration of 

liey on behalf of the Congress would have in the field of research 
and development; that is, insofar as Government contracting with in- 
dustry is concerned ? 

Mr. Crews. In the first place, you would have people flooding in 
who wanted these contracts and had special know-how. Today if a 
company has spent enough money in some line of development, it will 
jose all of that. If it hasn’t arrived at the answer yet and it takes 
money from the Government to go ahead with it, it will lose those 
rights, if it takes the Government contract. It may have $1 million 
invested already. If the Government is not going to take title, that 
company will be in there eager to get that contract, because it has got 
all this background; it can turn out the job in a hurry; it can take the 
contract at less money than it would otherwise cost the Government ; 
and when it gets through it has got the private rights which it can 

roceed to exploit, if they are exploitable. 

I think you would have companies swarming in for contracts that 
ou don’t have now. I think it would get the work done faster and 
T think that you would get more and better inventions and solutions 
to the problems of the Government in the space field. 

Mr. Mrrcnein. Do you have any questions at this point, Judge? 

Mr. Cuenowern. No; I have greatly enjoyed hearing Mr. Crews. 
[can see he has given a great deal of time and study to this matter. 
[think his observations have been helpful to me as a member of the 
committee. 

Mr. Crews. Thank you, sir. 

Mr. Cuenowetn. Thank you, Mr. Crews. 

Mr. Mrrcnevy. Do you have further elaboration of your statement ? 

Mr. Crews. I think that that fairly well sums up what I wanted to 
say. I heard you say you wanted to get away at 1 o’clock, and you 
have one more witness. So if there are no more questions as to my 
statement on the record, that will take care of it. 

Mr. Mrrcnev.. Thank you very much. We appreciate your ap- 
pearance and testimony. 

Mr. Crews. You are welcome, sir. 

(The full statement of Mr. Crews is as follows:) 


STATEMENT OF FLOYD H. CREWS AS A REPRESENTATIVE OF THE NEW YORK PATENT 
ASSOCIATION 


My name is Floyd H. Crews. I live at 19 Montrose Road, Scarsdale, N.Y. I 
am a patent lawyer, and am a member of the firm of Darby & Darby, with 
offices in the Chrysler Building, New York City. I am appearing here today as 
arepresentative of the New York Patent Law Association, an organization with 
more than 1,000 members. I am a past president of the association. 

The board of governors of the New York Patent Law Association has adopted 
the following resolution : 

“Resolved, That the board of governors of the New York Patent Law Associa- 
tion approves the resolution of the house of delegates of the American Bar 
Association adopted during its February 22-24, 1959 meeting.” 

The resolution of the house of delegates of the American Bar Association 
which was thus approved reads as follows: 
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“Resolved, That the American Bar Association approves the retention by g 
contractor of full title to all patent rights arising out of research or development 
contracts sponsored primarily for governmental use by any Government depart. 
ment, agency, or the like, subject only to a royalty free, nonexclusive license to 
the Government for governmental purposes, but not to enable the Government 
to furnish services and supplies to the public in competititon with a contractor 
and its licensees ; and be it further 

“Resolved, That the American Bar Association specifically disapproves those 
provisions of the national aeronautics and space law of 1958 relating to such 
patent rights.” 

The remainder of my remarks has not been approved by the board of governors 
but is my own explanation of why I approve and support the resolution I just 
read. 

I should like to discuss what the effects upon aeronautics and space technology 
would be if section 305 contained no waiver provision. I believe such an approach 
will throw light on the fundamental question of what policy should underlie any 
amendment of section 305. 

The patent system accomplishes at least five positive and important things iy 
promoting the progress of the useful arts: 

1. It stimulates invention ; 

2. It promotes disclosure, avoids secrecy ; 

3. It encourages venture capital to take large risks in new and untried 
fields of technology : 

4, It stimulates further competition in invention ; 

5. It make inventions freely available to the public after the expiration 
of the patents. 

If section 305 contained no waiver provision those benefits would be almost 
completely lost. I will discuss each of them. 


1. IT STIMULATES INVENTION 


We like to think of ourselves as an inventive nation. Perhaps we are, since 
degree of inventiveness is purely a relative matter. But it should not be 
forgotten that we are turning out new inventions at the rate of approximately 
one invention per person for each 4,000 years—hardly a rate to cause excitement, 

We are a great industrial nation. We are said to have vast national resources, 
But we have important natural resources only to the extent we have developed 
and expanded our meager store by invention. Waterpower, for example, is a 
nuisance rather than an asset except for electricity. The American Indian had 
all the natural resources we have today, but he never used them or knew they 
existed. Our greatest natural resource has been our inventiveness. 

We have become a great industrial nation by inventing at the rate of one 
invention per person for each 4,000 years Instead of a flood of invention we 
have had a trickle. We do not dare turn the trickle down. 

That section 305 without the waiver provision would turn the trickle down has, 
to my mind, been demonstrated convincingly by Mr. Robert A. Solo in his study 
No. 18 for the Subcommittee on Patents, Trademarks, and Copyrights of the 
Committee on the Judiciary of the U.S. Senate (the so-called O'Mahoney sub- 
committee), issued earlier this year. I suggest that the study deserves the 
most careful consideration. 


2. IT PROMOTES DISCLOSURE, AVOIDS SECRECY 


So far as I know no one has ever questioned the value and importance of the 
patent system in this area. We have in the Patent Office nearly 3 million patents, 
covering in detail every ramification of every subject in the physical sciences to 
which the mind of man has been applied. And all of these patents are classified 
and subclassified by subiect matter. The U.S. Patent Office has become the 
greatest storehouse of usable technical information ever seen in the world. 
It excels the greatest library in the world, and probably all of them put together, 
so far as technology is concerned. We can all be very proud of the service done 
by the patent system and the Patent Office in disseminating scientific knowledge. 

The greatest harm that could be done to American technology—and I think 
that means to the country itself—would be to create conditions under which 
inventions world be kept secret. 

Actually, it is difficult to give a technical secret away. It must be given away 
to the right person, at the right place, at the right time. But what we are striv- 
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to do, and what the patent system has accomplished admirably, is to give 
secrets aWaYy under usable conditions. Only by giving secrets away under usable 
conditions can technology advance. Only in that way can we be released from 
the slow advance of one independent, isolated, unknown invention per person 
for each 6,000 years. Only in that way can we build on the past. 
Without the waiver provision of section 305 there would inevitably be secrecy 
rather than open disclosure, This, again, is demonstrated by Mr. Solo’s study. 


3, IT ENCOURAGES VENTURE CAPITAL TO TAKE LARGE RISKS IN NEW AND UNTRIED 
FIELDS OF TECHNOLOGY 


Without the waiver provision, section 305 would in effect wipe out private 
patents in aeronautics and space, as most of those directly interested would have 
some sort of Government contracts. 

A patent provides protection for 17 years and then is gone. Section 305 would 
wipe out the 17 years and make it available immediately. Offhand this would 
seem to be a tremendous advance—an advance of 17 years multiplied by the 
number of inventions. 

What we have to remember is that it is not the number of inventions that are 
made, but the number that get into use that is important. Today’s Patent Office 
could have been set down complete in Washington or Plymouth Rock in 1620 
without effecting any change in the economy. 

We have only to remember the history of invention to realize how important 
patents have been to technological advance through their contribution to risky 
enterprise. The steamboat, locomotive, cotton gin, revolver, barbed wire, type- 
writer, linotype, telegraph, telephone, bicycle, electric light, electric motor, 
internal combustion engine, airbrakes, macadam roads, talking machine, airplane, 
moving pictures, washing machine, radio, nylon, synthetic rubber, television, 
coaxial cable, helicopter, penecillin, plastics, transistor, electronic computer, 
yideo tape, and color TV—not to overlook the Boeing 707, the Douglas DC-8, and 
whatever planes will follow—are a few familiar examples. 

More than $100 million has been spent on color TV with no return so far. It 
would not have been spent without the reasonable hope of profit. Without patents 
there would be little hope of a return which could justify such a gigantic risk. 
And this is a typical case except for the amount involved. 

It is not the expiration of patents that gets new inventions into use. It is the 
temporary right to exclude that encourages risk in new and untried fields. They 
get into use more widely after the patent expires because they have been devel- 
oped and perfected under patent protection. 


4, If STIMULATES FURTHER COMPETITION IN INVENTION 


This is perhaps the least understood of the important functions performed by 
the patent system. A patent conveys exclusive rights only in the specific mech- 
anism by which a useful result is accomplished—or in a specific product or 
process. A patent on nylon does not grant any rights to exclude orlon or dacron. 
Apatent on an airplane grants no right to exclude a helicopter. 

Improvement is always possible. There is always a better process, a better 
machine, a hetter procuct. The transitor replaced the radio tube which replaced 
the alternator. For some purposes the helicopter replaced the airplane, which 
replaced the automobile, which replaced the horse. 

If patents are abolished, which is the same thing as patents being assigned to 
the Government, there is no need for counterinvention, and no incentive. 

The subject of competitive invention has been discussed thoroughly by Mr. 
George E. Frost in his study No. 2 for the O’Mahoney subcommittee entitled 


' “The Patent System and the Modern Economy.” His study deserves careful 
consideration. 


5. IT MAKES INVENTIONS FREELY AVAILABLE TO THE PUBLIC AFTER EXPIRATION OF 
PATENT 


It is not enough that inventions be made or patents granted. They must be 
brought into use. If Morse had simply invented and patented the telegraph, 
or Bell the telephone, or De Forest the oscillator, without more, there would 
be no real advance. When a new product has been established, or a new in- 
dustry built, under patent protection, the stage of special risk is passed with 
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the expiration of the patent anyone willing to take ordinary business risks may 
enter the field. 

Without the waiver provision there would be no patent protection for Special 
risks and the new product or new industry would not get developed. 
would therefore be no new technology developed which would be available ty 
the public on the expiration of the patent. 


The waiver provision 


I have been discussing section 305 as though it contained no waiver proy, 
sion. Of course it does contain such a provision. 


} 
Waiver is mentioned in section 305(a) as an exception to the basic Policy 


there stated, and section 305(f) prescribes the condition that there may je 
such waiver if “the interests of the United States will be served thereby.” 
The Administrator and his legal staff have done an excellent job of Serving 
the interests of the United States in administering section 305. They have re. 
ognized and understood the vital role played by patents in private hands jp 


advancing technology. But it could have been otherwise. The act left jt | 


with the Administrator to determine what policy would best protect the inter. 
ests of the United States. The act made it possible for an uninformed Aq 
ministrator to have made the act into a piece of monumental legislative folly, 


And with a change in administrators that could still occur, without any change — 


in the act itself. 


My point is that Congress should itself make policy, and not permit policy 
to be made and changed at the whim of some chance administrator. The fact 


that we have been lucky so far in the administration of the act does not make 
this good legislation, or insure continued luck. 

This country has grown great economically and militarily through inventions 
backed by venture capital. That has been possible only through the patent 
system which has encouraged the making and promotion of new inventions at 
great cost and risk. It should be established as the unalterable policy of 
Congress that aeronautics and space should have the full benefit of private pat. 
ents in private hands. That has been proved to be the path of greatest progress 
at least expense. Only in that manner will the minds and pocketbooks of men 
be freed and encouraged to new adventure in prying open the doors of progress, 

I cannot close without saying a word about section 305(h). That is the 
section that authorizes the Administrator to take all suitable and necessary 
steps “to protect any invention or discovery to which he has title” and to 
require that contractors or persons who retain title to inventions or discoveries 
under this section “protect the inventions or discoveries” to which the Aé. 
ministration has or may acquire a license of use. 

This language is meaningless. I do not know, and I am sure no one else 
knows, what it means to “protect” an invention. One could speculate at length 
on what this language meant to the anonymous author. There are a great many 
possible meanings. 

This entire section 305 was added at the last moment on the floor without 
public hearing. The entire section in general, and section 305(h) in par. 
ticular, is an example of the uncertainties and dangers involved in such in- 
promptu legislation. 


Mr. Mircne... Our next witness is Mr. Harry C. Page, who is ap- 
pearing here in behalf of the Cleveland Patent. Law Association. 

We welcome you, Mr. Page. 

Mr. Pace. Thank you, sir. 


STATEMENT OF HARRY C. PAGE, REPRESENTING THE CLEVELAND 
PATENT LAW ASSOCIATION 


Mr. Pace. My name is Harry C. Page and I am a member of and 
am appearing here on behalf of the Cleveland Patent Law Association 
in connection with the patent provisions of the National Aeronautics 
and Space Act. 

Most patent attorneys who practice in the vicinity of Cleveland, 
Ohio, are members of the Cleveland Patent Law Association. Many 
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attorneys from other nearby cities, such as Akron, Ohio, are members. 
The association has a membership of approximately 188. 

The board of directors of the Cleveland Patent Law Association at a 
meeting on April 2, 1959, considered the patent provisions of the 
National Aeronautics and Space Act of 1958 and recommended that 
sections 305 and 306 of the act be repealed and replaced by the fol- 
lowing: 

305 (a). Whenever any invention, improvement or discovery 
jsconceived or first reduced to practice either : 

(i) in the performance of any experimental, developmental or 
yesearch work called for or required by any contract with the Admin- 
jstrator or any subcontract thereunder, or 

(ii) in the performance of any experimental, developmental or 
research work done upon an understanding in writing that such con- 
tract or subcontract would be awarded, the U.S. Government shall 
have an irrevocable, nonexclusive, nontransferable, royalty-free li- 
cense to practice or cause to be practiced by or for the U.S. Govern- 
ment such invention, improvement, or discovery; provided, however, 
that where the inventor or his assignee elects not to file a patent ap- 
plication on any such invention, improvement or discovery the Gov- 
ernment shall have the right to file a patent application thereon and 
the inventor or his assignee shall convey to the Government the entire 
right, title, and interest in such invention, improvement or discovery, 
subject to the retention of a nonexclusive, royalty-free license by the 
inventor or his assignee. 

(b) The Administrator shall promulgate regulations as are neces- 
sary and appropriate to confirm to the U.S. Government the rights 
provided by this section. 

These provisions have the effect of recommending that the Gov- 
ernment take a royalty-free license, and title to the inventions be 
left with the contractor. 

Mr. Mircney. If there is no objection, your request is granted. I 
think, insofar as that is concerned, Mr. Page, if you so desire, we will 
at this point insert your entire prepared statement. 

Mr. Pace. Thank you. 

(The full statement of Mr. Page is as follows:) 


STATEMENT BY HARRY C. PAGE, REPRESENTING THE CLEVELAND PATENT LAW 
ASSOCIATION, CLEVELAND, OHIO 


My name is Harry C. Page and I am a member of, and am appearing here on 
behalf of, the Cleveland Patent Law Association in connection with the patent 
provisions of the National Aeronautics and Space Act. 

Most patent attorneys who practice in the vicinity of Cleveland, Ohio, are 
members of the Cleveland Patent Law Association. Many attorneys from other 
nearby cities, such as Akron, Ohio, are members. The association has a mem- 
bership of approximately 188. 

The board of directors of the Cleveland Patent Law Association at a meeting 
on April 2, 1959, considered the patent provisions of the National Aeronautics 
and Space Act of 1958 and recommended that sections 305 and 306 of the act 
be repealed and replaced by the following: 

“Sec. 305(a). Whenever any invention, improvement, or discovery is conceived 
or first reduced to practice either 

(i) in the performance of any experimental development or research 
work called for or required by any contract with the Administrator or any 
subcontract thereunder, or 

“(ii) in the performance of any experimental, developmental or research 
work done upon an understanding in writing that such contract or subcon- 
tract would be awarded, 
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the U.S. Government shall have an irrevocable, nonexclusive, nontransferrable, 
royalty-free license to practice or cause to be practiced by or for the U.S. Govern. 
ment such invention, improvement, or discovery; provided, however, that where 
the inventor or his assignee elects not to file a patent application on any such 
invention, improvement, or discovery the Government shall have the right to 
file a patent application thereon and the inventor or his assignee shall conyey 
to the Government the entire right, title, and interest in such invention, improve. 
ment, or discovery, subject to the retention of a nonexclusive, royalty-free license 
by the inventor or his assignee. 

“(b) The Administrator shall promulgate regulations as are necessary and 
appropriate to confirm to the U.S. Government the rights provided by this 
section.” 

The position of the Cleveland Patent Law Association is that the suggested 
provisions are much more suitable for a free enterprise system than are the 
present patent provisions of the Space Act. 

The power vested in the Congress by the Constitution of the United States to 
promote the progress of science and the useful arts has been used as a basis for 
our entire industrial civilization. 

The granting of patents on meritorious inventions is one of the important 
factors in our industrial economy. The patent grant gives to the patent owner 
the right to exclude others from the exercise of the invention covered by the 
patent for a limited term of years so that the patent owner may obtain a fair 
profit from the invention. In order to profit from the invention, the patent 
owner must promote the invention or induce others to do so. The patent thus 
provides a strong incentive to those who have the capability to make meritorious 
inventions to add to our industrial economy. The patent grant provides g 
strong incentive to the inventor, or others receiving rights through him, to see 
that the invention is developed into an important commercial factor. 

The incentives just mentioned cease to become important factors in our indus. 
trial economy when the Government becomes the patent owner. It is strongly 
in the public interest, therefore, to preserve these incentives, and the present 
provisions of the Space Act fail to do so. 

The U.S. Government effectively has a license under every patent, subject to 
reasonable compensation to the patent owner, under the Court of Claims Statute 
(28 U.S.C. 1498). It would have a free license under the patents coming within 
the provisions of the patent clauses for the Space Act suggested by our asso- 
ciation. 

Judge Florence E. Allen, who has just resigned from the U.S. Court of Appeals 
for the Sixth Circuit, recently stated in an address tuo our association : 

“Sometimes historians say that we are a great country because we have had 
enormous material wealth. Of course, it is true that when our forefathers came 
here the ores, the chemical wealth of the country, had never been dug except in 
some very limited way, and these vast productive areas of the United States had 
never been tilled. The country was practically untouched ground so far as its 
wealth was concerned. But to me the rich thing that was opened up in the 
United States was the blossoming of the human spirit, the realization among 
men that here at last they did not have to work for some lord or some king; it 
was not necessary for them to be peasants living on a mere pittance and giving 
all of the rest that they produced by their bitter toil to some overlord. 

“Here they could work for themselves, and so initiative was released, and, 
to my mind, the important wealth of America has been its initiative. It was that 
initiative which made us the Nation we were, and our forefathers recognized 
that in the Constitution. In effect, they said the initiative of men of genius 
and ingenuity should be recognized; that Congress should make laws to recom- 
pense them when they devised machines or processes that were new and useful. 
The Constitution makers realized that there must be an incentive for initiative. 

“Now, of course, I understand that the patent law has been somewhat restricted 
of recent years, even though in the last 9 years we seem to be a little more free, 
but, my friends, I want to say this to you from the bottom of my heart : Initiative 
may determine survival. 

“Have we lost our initiative to Russia? 

“Have we lost our initiative in general? 

“T think that the incentive has something to do with it. 

“J think that the great restriction of the reward to the inventor is unfortu- 
nate at a time when the Russians are giving such vast incentive. But, even 


more, and always more important than the material reward, is the reward which 
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comes from evaluating the importance of work, and understanding that the all- 
important thing in life is to have part in some creative process.” 

The repeal of the present patent provisions of the Space Act of 1958 and the 
substitution of adequate patent provisions is necessary to accomplish one of the 
yery purposes of the act; namely: 

“The preservation of the role of the United States as a leader in aeronautical 
and space science and technology and in the application thereof to the conduct 
of peaceful activities within and outside the atmosphere.” 

Mr. Pacer. I would like to present some portions of the remainder 

f it. 

Mr. Mrrcueti. Proceed. 

Mr. Pace. The position of the Cleveland Patent Law Association 
js that the suggested provisions are much more suitable for a free- 
enterprise system than are the present patent provisions of the Space 
Act. 

The power vested in the Congress by the Constitution of the United 
States to promote the progress of science and the useful arts has been 
used as a basis for our entire industrial civilization. 

The granting of patents on meritorious inventions is one of the im- 
portant factors in our industrial economy. The patent grant gives to 
the patent owner the right to exclude others from the exercise of the 
invention covered by the patent for a limited term of years so that the 
patent owner may obtain a fair profit from the invention. In order 
to profit from the invention, the patent owner must promote the inven- 
tion or induce others to do so. The patent thus provides a strong 
incentive to those who have the capability to make meritorious inven- 
tions to add to our industrial economy. The patent grant provides 
a strong incentive to the inventor, or others receiving rights through 
him, to see that the invention is developed into an important commer- 
cial factor. 

The incentives just mentioned cease to become important factors in 
our industrial economy when the Government becomes the patent 
owner. It is strongly in the public interest, therefore, to preserve 
these incentives and the present provisions of the Space Act fail to 
do so. 

The U.S. Government effectively has a license under every patent, 
subject to reasonable compensation to the patent owner, under the 
Court of Claims Statute, 28 U.S.C. 1498. It would have a free license 
under the patents coming within the provisions of the patent clauses 
for the Space Act suggested by our association. 

J dew Wiovente E. Allen, who has just resigned from the U.S. Court 
of Appeals for the Sixth Circuit, recently stated in an address to our 
Association : 

Sometimes historians say that we are a great country because we have had 
enormous material wealth. Of course, it is true that when our forefathers 
came here, the ores, the chemical wealth of the country had never been dug except 
in some very limited way, and these vast productive areas of the United States 
had never been tilled. The country was practically untouched ground so far 
as its wealth was concerned. But to me the rich thing that was opened up in 
the United States was the blossoming of the human spirit, the realization among 
men that here at last they did not have to work for some lord or some king; it 
was not necessary for them to be peasants living on a mere pittance and giving 
all of the rest that they produced by their bitter toil to some overlord. 

Here they could work for themselves, and, so, initiative was released, and, to 
my mind, the important wealth of America has been its initiative. It was that 
initiative which made us the Nation that we were; and our forefathers recog- 
nized that in the Constitution. In effect, they said that the initiative of men 
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of genius and ingenuity should be recognized; that Congress should make laws 
to recompense them when they devise machines or processes that were new ang 
useful. The Constitution makers realized that there must be an incentive foy 
initiative. 

Now, of course, I understand that the patent law has been somewhat restricteq 
of recent years, even though in the last 9 years we seem to be a little more free 
but, my friends, I want to say this to you from the bottom of my heart: Initiative 
may determine survival. 

Have we lost our initiative to Russia? 

Have we lost our initiative in general? 

I think that the incentive has something to do with it. 

I think that the great restriction of the reward to the inventor is unfortunate 
at a time when the Russians are giving such vast incentive. But, even more, 
and always more important than the material reward, is the reward which comes 
from evaluating the importance of work, and understanding that the all-important 
thing in life is to have part in some creative process. 

The repeal of the present patent provisions of the Space Act of 1958 and the 
substitution of adequate patent provisions is necessary to accomplish one of the 
very purposes of the act, namely : 

The preservation of the role of the United States as a leader in aeronautical 
and space science and technology and in the application thereof to the conduct 
of peaceful activities within and outside the atmosphere. 

Mr. Mrrcneityi. Thank you very much, Mr. Page. I was interested 
in Judge Allen’s statement that you quoted concerning the fact that 
the Russians are giving, as you quote it, such vast incentive. Do you 
know, or is that your view, too? Are they giving vast incentive to 
their inventors ? 

Mr. Pace. I know little about the Russian system, but it is cer- 
tainly true that they have made progress that has surprised us in this 
country, and they have done it under a system that is different from 
ours, and there must be some reason for that, there must be some in- 
centive. It is nota free enterprise system. 

Mr. Mrrcnetyt. You heard my questions to the preceding witnesses 
and the questions of other members ? 

Mr. Pace. Yes, I did. 

Mr. Mrrcuety. Concerning this question of the incentive that the 
Russians are giving ? 

Mr. Pace. Yes. 

Mr. Mrrcnetxi. Do you have any comment that you could give us 
about it ? 

Mr. Pace. Well, my only comment is that I think that—I am sure, 
I feel, and I think that people in this country feel that our system of 
free enterprise is a better one than the Russian one, and that they have 
taken a different concept and have built a program on it. 

Mr. Mircueti. Some people say that the result of the Russians’ 
achievements, the fact that they are more efficient, that our system 
in effect, our system of free enterprise cannot compare with them in 
efficiency, as far as scientific development is concerned, would you like 
to comment on that ? 

Mr. Pace. Well, this, of course, I do not believe, but TI have no real 
knowledge of the workings of inside Russia. I think that the concept 
of our patent system that gives an incentive-—— 

Mr. Mircuetu. If I may interrupt 

Mr. Pace. Yes. 

Mr. Mrrcnety. Of course, you did not answer that. question be- 
cause you say you do not have the facts upon which to base an opin- 
ion. But can you conceive that by the Government taking title and 
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yesting discoveries in the public domain would help us in this space 


Mr. Pace. I think we would be very much worse off if that were 

ne. 
rs Mircue.t, And would you give us your reasons why you ex- 
press that opinion 

Mr. Pace. I think the incentive is gone. I think that the incentive 

rovided by our patent laws and our patent system which gives to the 
inventor the title to his efforts, the results of his work, the opportunity 
to exploit it and to see that it is exploited and to carry through, in 
many cases for years, to see that it reaches the fruition, is absent in the 
other case. 

Mr. Judge Chenoweth ? 

Mr. Cupnowetu. Mr. Page, | am very much interested in the lan- 
guage Which you suggest as a substitute for section 305, and in my 
opinion it is the most constructive suggestion, so far as language is 
concerned, that I have seen in these hearings. 

Mr. Pace. Well, this language, I think, Mr. Chenoweth, was not 
originated by our association. I think it had been originated some- 

lace else. So I don’t suppose that I or any of our group can take 
credit for this, but it does go directly to the point, and I think it ex- 
presses the views you have expressed here this morning. 

Mr. Cuenowrern. You have been proposing that we repeal section 
305, and in its place just merely provide that the Government shall 
take this noncancellable, irrevocable, royalty-free license for Gov- 
ernment purposes / 

Mr. Pace. This is our strong recommendation. 

Mr. Curnowern. And let the title to the invention remain with the 
contractor / 

Mr. Pace. This is our conviction. 

Mr. Cuenowetn. You have expressed it here in very splendid 
language, I think. 

Mr. Pace. Thank you. 

Mr. Cuenowern. I am inclined at the moment to tell you, very 
frankly, that I think I am going to present this language to the sub- 
committee when we meet to discuss the type of language we are going 
to include in the bill. It is very helpful to me, and I want to con- 
gratulate you and the Cleveland Patent Law Association on sug- 
gesting this language. 

Mr. Pace. Thank you. 

Mr. Curnowern. You have no doubt whatever, and you state un- 
equivocally that section 305, then, is preventing the maximum effort 
in the space development program ? 

Mr. Pace. I have no doubt whatever. 

Mr. Cuenowern. You make that from personal observation ? 

Mr. Pacer. Yes, I do. 

Mr. Curnowern. And in contact with your clients ? 

Mr. Pace. With my associates and my clients, that is right. 

Mr. Cuenowern. Would you say that is the opinion almost with- 
out exception among the lawyers in your association, patent lawyers 
of Cleveland ? 

Mr. Pace. I believe that to be true. 

Mr. Curnowern. We found that same situation exists elsewhere, 
so | assume it exists there. It seems to be the almost unanimous 
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opinion that section 305 is hindering the orderly and normal anq — 


necessary research and development program in the space movement, 
Certainly 1 think we have an obligation to remove that hindrance ag 
quickly as we can. 

Thank you, Mr. Page. You have been very helpful. 

Mr. Pace. Thank you. 

Mr. Mircnet. Mr. Page, in line with Judge Chenoweth’s questions, 
then, of course you are in agreement with the judge’s theory ang 
philosophy about this problem ¢ 

Mr. Pace. Completely so. 

Mr. Mircuetz. You have heard other discussion here this mornj 
concerning a statement of intent by the Congress concerning the 
Government’s policy, insofar as patent rights are concerned. Let's 


assume that the Congress will “wes our philosophy, and that js | 
e 


purely an assumption, but would it neficial if they did, to state 
what the intent of Congress was? Would it have any effect upon the 
industry generally ? 

Mr. Pace. It seems to me, Mr. Mitchell, if I understand your ques. 
tion, if Congress adopted these provisions, then it seems to me the 
intent is here already stated. 

Mr. Mircuety. Well, of course, we have the Atomic Energy Ac 
and if they adopted those provisions there would be two statements a 
intent, so to speak, would there not ? 

Mr. Pace. That isso. I do think the statement of intent would be 


helpful in the cases where the intent is different from this, or seem- | 


ingly so. 
r. Mrrcuetu. Mr. Yeager ? 

Mr. Yeager. One question. You have seen the proposed revision! 

Mr. Pace. Yes, I have. 

Mr. Yeacer. You wouldn’t feel too badly if that provision were 
incorporated in lieu of—if your proposal could not be reached? 

Mr. Page. I will speak chsh on this. a experience with the 
patent clauses, say, even in the AEC, where they have several different 
types of patent clauses, and try to in some cases put rights into the 
inventor or the company having the contract, that this usually, when 
you deal with the contracting awe handling the subject matter, does 
not work, because while the Administrator may specify several dif- 
ferent avenues that may be taken by the contracting officer, several 
different types of patent clauses, generally speaking, what is presented 
are the most stringent of those. So I think it would be better to have 
the law as our association has recommended it. 

Mr. Yeacer. The proposal, of course, is similar to the National 
Science Foundation one, Dut there is still this element of discretion. 

Mr. Pace. That is right. 

Mr. Yeacer. Under your proposal, as I understand it, the policy 
would be pretty well fixed ? 

Mr. Pace. That is right. 

Mr. Yeracer. This is what would happen ? 

Mr. Pace. That is right. 

Mr. Yeacrer. The Government would always have this much, no 
more ? 

Mr. Pace. That isso. 
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Mr. Yeacer. But I was wondering if that additional discretion 
which NASA has asked for and which they have testified would be 
very beneficial and would not require them to construe their waiver 

rovisions as they do now, that this provision—do you think that would 
workable one? 

Mr. Pace. It is very much better than the other one. 

Mr. Yeacer. Thank you. 

Mr. CARSTARPHEN. No questions. 

Mr. Mircuetyt. Thank you very much, Mr. Page, for your testi- 

ny and appearance. 
Pace. Thank you. 

Mr. Mircneuyi. We have had a request by Mr. James P. Burns that 
he make a supplementary statement. 

Mr. Burns, would you desire to make that in person, or to file a 
written supplementary statement ? 

Mr. Burns. I think it might be well for us to get it in the body of 
the record, Mr. Chairman. 


SUPPLEMENTARY STATEMENT OF JAMES P. BURNS, CHAIRMAN 
OF THE GOVERNMENT PATENT POLICY STUDY COMMITTEE OF 
THE NATIONAL COUNCIL OF PATENT LAW ASSOCIATIONS 


Mr. Burns. First, with respect to the incentive given by Russia: 
The will to survive is the first Pi of nature. In a regime where peo- 
ple can be relegated to concentration camps at the whim and will of 
a dictatorship, there is a great—I don’t know whether you call it in- 
centive or fear. 

One of my famous progenitors said “Tis the fear o’ hell and the 
hangman’s whip that holds the wretch in order.” I believe if I were 
a scientist working under the Russian regime, that the hope that my 
family would survive and have reasonable, decent living conditions 
wuiitd. go further to induce me to put forth effort, creative effort, than 
about any other type of inducement. 

Now, Congressman King asked the question about whether a patent 
could function to foreclose experimentation in a laboratory. About 
1860, way back in the Federal cases before the present Federal re- 
porting system, before Federal No. 1, there was an attempt made by 
a patent owner to enforce a patent against experimentation, and an 
injunction was denied. Injunctions have since been denied in that 
area. Realistically, the Patent Office puts out a publication weekly 
known as the Official Gazette. It carries one claim representative of 
each patent issuing that week. Every research laboratory in this land 


_ isa subscriber to that Official Gazette, and the executive committees 
_ of those research laboratories, either themselves or through delegates, 


review that Official Gazette religiously week by week to keep abreast 
of the current technology, the work of their competition, and that 
instrumentality is one of the greatest stimulants to creative effort in 
the research field that we have. 

Now, a further question went, from Mr. Yeager the other day: 
What would happen if some overriding invention such as a cancer 
cure came out of some of this research ? 

Well, in the first place, under the patent statutes themselves, the 
Commissioner issues patents which are only patents in the public in- 
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terest. There would be no patent issued. And if through inadyert. 


ence it did issue, I think that your Department of Health, Educatio 
and Welfare, which is so alert about cranberries, would move in aw. 
fully fast to take over and have produced the cancer cure, and p 
ably distribute it free, and the patent owner would be left to his 
remedy in the Court of Claims to seek his just compensation. I think 
the cancer cure, of course, was overglamorized—— 


Mr. Mircnevyi. Mr. Burns, if you would, go into more detail why | 


a patent would not be issued. 

Mr. Burns. Because under the patent statutes, themselves, the Com. 
missioner has the authority to refuse a patent, the granting of which 
would be contrary to the public interest. That is a statutory author. 
ity presently vested under our patent laws in the Commissioner. 

Mr. Mircuex.. Is it your view, then, the issuance of a patent for 
the hypothetical question that Mr. Yeager propounded would be con. 
trary to the public interest ? 

Mr. Burns. I would believe that the Commissioner would so hold, 
In fact, I have had a little experience in this field and I will tell you: 
Any applicant who is working in that area is extremely cautious to 
see that all he claims for his product is a pain alleviant. He never, 
if he is represented by astute counsel, lets creep into his application 
any indication whatever that this thing is a cure. So to do will 
sto 


this discovery? If the inventor says, “If I can’t get a patent to it, 
I will just burn the formula.” 

Mr. Burns. It will go like Salk vaccine did; I think it will be 
taken over. 

Mr. Mrrcnetx. Is that not a possibility, if he cannot get a patent, he 
just will not give the public the benefit of the use of it? 

Mr. Burns. No; I think you are wrong in the matter of your pre- 
ih {ong a pretty vicious type of character, Mr. Chairman. I don’t 

i 


eve we have in our system people so subversive that if they came — 


up with a thing as significant as a cancer cure—— 


Mr. Mrrcnetu. I may be presupposing such an individual, but we | 


must deal in possibilities. Is that not a possibility ? 
Mr. Burns. I think not; I think not. 


Mr. Mrrcneix. You think he would do what with his invention, | 


then ? 
Mr. Burns. I think that it would be published; I think it would 
be brought to the attention of the industry. He might attempt to 


obtain protection of various types. He might try to obtain protec | 


tion on methods of producing such a thing. Conceivably he might 
get some semblance of protection, but it would not be of the 


character that would be overriding. I picked this situation about the | 
cancer cure because I think it was picked here to glamorize the situa- — 


tion. Let’s take your overriding invention. Of course, it has no bear- 
ing on this question that is before you on the Government research, 


because the Government has the full, complete right anyway. And | 


if this thing is in the public interest to the extent of a thing like a 
cancer cure, I don’t believe that any court in the land would say that 
the production of that product was not for a governmental purpose, 
even as to the civilian supply of such a product. 


if 
Mr. Mrrenexz. All right, no patent is issued. What. happens to 
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Certainly it is governmental purpose to take care of its civilian 
employees, its military employees, their families. And I don’t be- 
lieve any court in the land would hold that it was not a governmental 
purpose. If it is a governmental purpose to do what the Health, Edu- 
cation, and Welfare now presently does, I don’t think there would be 
any question in the world but that it would be so held. tds Pa 

Mr. Yeager. Isn’t it possible that there would be a distinction in 
that cancer is not of the plague nature of polio, not in the nature of 
influenza, or smallpox, which is where the primary health and safety 
factor comes in giving authority to HEW to distribute it to the public? 
In spite of the great importance of the cancer cure, it seems to me 
there might at least be a question as to whether the authority existed in 
that instance. 

Mr. Burns. Let’s say they don’t have any authority and they go 
ahead and do it anyway. What happens! The only remedy the patent 
owner has is a suit in the Court of Claims for his just compensation, 
and he has there to prove his damages and the Congress has to ap- 

rove the payment after the Court of Claims gives him an award. 
& you have got a pretty good control over him in the situation of 
the inadvertent issuance of such a patent by the Patent Office. And 
this latter course applies to any of the so-called overriding patents 
that have been mentioned by various members of this committee dur- 
ing the course of these hearings. The Government can always, even 
with respect to a patent produced under private sponsorship, with no 
Government contract whatever, an individual’s invention, the Gov- 
ernment can take and use it. The individual cannot enjoin. His sole 
and only remedy is for his just compensation by suit in the Court of 
Claims, which, as was pointed out here the other day, was allowed by 
the act of 1910, which relinquished the sovereign right of the Nation 
to the extent of permitting patent owners to sue the Government for 
the tort. 

Mr. Mircuett. Now, Mr. Burns, on somewhat that same point, we 
have been told, and I know you have heard other witnesses state this, 
that the fact that Government would take title to a particular inven- 
tion will hamper its marketability, that other manufacturers will just 
say, “Since it is going to be open to competition, we will not seek to 
produce it.” Do you feet that way insofar as the hypothetical ques- 
tion that we are discussing about the cancer cure ? 

Mr. Burns. No. I think that we have a pretty farsighted Govern- 
ment that will step in and see to it, in a situation of that kind, that 
something that overrides the-—— 

Mr. Mircueti. Not the Government, but private pharmaceutical 
houses. Do you think that if the Government took title to this paricu- 
lar discovery, that there would be many who would be anxious to 
manufacture that particular drug? 

Mr. Burns. I think they would 


Mr. Mircneui. Feeling that they could receive a profit ? 

Mr. Burns. I think they would always be concerned that the basis 
under which they manufactured it yielded some profit. I think they 
peovebly would not look to obtain from that type of thing the same 

egree of profit that they would in others of their production. I 
think that even if the Government took it over and contracted out to 
have it produced by a pharmaceutical house that had the qualifica- 
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tions to do it, that they should be given a reasonable profit in the ful. 
fillment of their contract. guel 

Mr. Mr. Yeager? ser" 

Mr. Yeacer. I think I have one question, which is not related tp 
this hypothetical situation. We have tried all through these hear. 
ings to find instances of an occasion where it might be beneficial for and 
the Government to take title. These arguments against them haye to? 
been certainly numerous, and I gather from what the members hayg ‘# 
said that many have been persuasive. Is there a possibility that 


Government ownership would be of any use as a setoff to an in ringe- Nal 

ment claim? Of course, I don’t know, to start with, how often jp. 

fringement suits are filed against the Government. _ 
Mr. Burns. Well, I can tell you that there is only 1 out of 17 that a 


ever prevails, and they are not filed frequently. My answer to you tos 
woud: be this: That the very rare possibility of such an offset ig g9 Pt 
remote that the contrary results of taking ownership by the Govern. 8 
ment of the patent property so transcends, in importance, that very 


ti 
i. possible rare occasion as to reduce it to a de minimis status, fe 
‘: Mr. Yracer. Thank you very much. will 
Mr. CarsTarPHEN. I have no questions. = 
ve 

Mr. Mrrenett. Thank you very much. 
.. Mr. Burns. I appreciate your courtesy, Mr. Chairman. 

: Mr. Mircnett. Is there any data that counsel seeks to have inserted 
et in the record at this point ? 
+ Mr. Yracer. No, sir, I think we already have the permission we 

: need to file such additional statements. 

; Mr. Mircuet.. That being so, then the hearings are adjourned. 

| ba at 1:30 p.m., the hearing was closed.) Re 

: Additional statements submitted to the Subcommittee on Patent 

f Law of the Committee on Science and Astronautics follow :) Hol 
WALTER Kippr & Co., INc., | 
Belleville, N.J., December 1, 1959. 
Hon. Erwtn MITCHELL, | 
5: Chairman of the Subcommittee on Patents and Scientific Inventions, the 
Washington, D.C. 


Deak Sir: We are most concerned about the National Aeronautics and Space sen 
Act of 1958 (Public Law 85-568, 85th Cong., H.R. 12575, July 29, 1958) because 
of its impact upon our time-honored system of rewarding inventors by the is- sho 
suance of letters patent for their inventions. Following upon the heels of the 
Atomic Energy Act, this new statute appears to drive still another wedge into | No 
our patent system. As you undoubtedly know, the American patent system with 


its rewards in the form of royalties and other types of remuneration has long = 
been an incentive to research and development and has benefited not only the pat 


inventors and the owners of the patents but our Nation as a whole, both in times of t 
of war and of peace. 

If there was any question up to this time as to whether our patent system toy 
is in jeopardy, all doubt has been resolved by the Space Act. The all-inclu- and 


sive definition of “aircraft, missiles, satellites, and other space vehicles, manned late 
and unmanned, together with related equipment, devices, components, and ber 
parts” contained in section 103(2) of the act and the almost unlimited power of 1 


the Administrator to obtain exclusive ownership and control of all patent rights by. 
in this field granted by section 305 practically preclude the formation of any of { 


other conclusion. of 

Speaking from our own experience as developers and manufacturers of air- pas 
craft and missile parts and components, and specialized fire-fighting apparatus beit 
and safety equipment, our company has spent, over the period of the past 40 R 
years, large sums for research and development and, as might be expected, has and 
come up with many new and valuable ideas. The heart of the incentive for (a) 


ve 


nt 
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such research and development work, much of which brings no real return but 
gerves merely as a steppingstone in industrial progress, is the patent protec- 
tion our company has been able to obtain through the years. 

What is true of our company is true for most, if not all, organizations which 
devote substantial efforts to the development of new ideas, products, methods 
and processes which contribute to the growth of our national economy and 
to an increasing preparedness in the face of cold war threats and pressures. 
Statutes such as the Space Act of 1958 appear to indicate that our Nation is 
responding to these threats and pressures by destroying, bit by bit, the patent 
system Which our country has built and nourished since the founders of our 
Nation first realized the need and desirability of such protection. 

Whatever short-term gains may result from such a course will certainly be 
more than offset in the long run by the detrimental effects that are bound to 
result from the destruction of the incentive to research and development af- 
forded by our patent laws. We trust that this will not occur and that the trend 
to governmentalize discoveries and inventions made by individual inventors and 
private industry will be reversed and that we may once again return to the 
system which has operated so successfully in the past, a system which permits 
individual inventors and private industry to grow under the protection of our 

tent system as our Nation’s economy and preparedness grow. 

We trust that the hearing being conducted by the House Space Committee 
will convince the Congress of the United States that a return to pre-Atomic 
Energy Act and pre-Space Act treatment of patents for inventions is impera- 
tive for the welfare of the Nation. 

We respectfully request your consideration of this matter. 

Very truly yours, 
WALTER Kippe & Co., INc., 
By J. WILLIAM CARSON, 
General Patent Attorney. 


THE GENERAL TIRE & RUBBER Co., 
Akron, Ohio, December 2, 1959. 
Re patent provisions of the National Aeronautics and Space Act of 1958 (Public 
Law 85-568)—Statement on behalf of the General Tire & Rubber Co. 
Hon. Erwin MITCHELL, 
House of Representatives, Committee on Science and Astronautics, 
Washington, D.C. 


Sm: Due to my inability to appear personally to testify in connection with 
the public hearings being conducted relative to possible modifications of section 
305, commonly referred to as the patent section of the subject act, I would like 
to respectfully request that this statement be entered in the record as repre- 
senting the views of the General Tire & Rubber Co. on this matter. 

The legislative history of the National Aeronautics and Space Act of 1958 
shows quite clearly that the patent provisions contained in section 305 thereof 
were introduced just shortly before the passage of the bill in its final form. 


_ No public hearings were held on section 305 of the act; and no views were 


solicited, to our knowledge, from the patent bar or the members of industry 
likely to be most vitally concerned. The earlier drafts of the bill contained no 
patent provisions, which indicates strongly that it was the probable intention 
of the drafters of the law that the patent provisions of the then-existing armed 
services procurement regulations would, in general, be applicable and adequate 
to protect both the interest of the Government and the contractors. In any event, 
and for whatever the reasons, section 305 was introduced into the act at a very 
late stage, to the shock and amazement of those of the patent bar and the mem- 
bers of industry directly concerned. 

There is felt to be no need for me to add to the length of this statement 
by restating the provisions of section 305 but, suffice it to say, the implications 
of the language of this section go far beyond anything heretofore promulgated 
of this nature, and this applies even to the Atomic Energy Act which was 
passed in an atmosphere of concern and near hysteria for the safety and well- 
being of the country in maintaining its supremacy in the field of atomic energy. 

Section 305 of the Space Act is entitled, “Property Rights in Inventions ;’’ 
and provides that all such inventions, as defined in the opening subparagraphs 


(a) (1) and (2), shall be the exclusive property of the United States and any 


patents granted thereon shall be issued to and in the name of the United States. 
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Of perhaps greater concern to the members of industry likely to be involved jp 
contract work with the National Aeronautics and Space Administration, ig the 
breadth of definition provided in opening subparagraphs (a) (1) and (2) of 
section 305 for inventions which are to become the exclusive property of the 
United States. If this language were to be read literally, any employee of a 
contractor making an invention, who is employed or assigned to perform re. 
search, development, or exploration work, and whose invention is related to 
the work he was employed or assigned to perform, and which was within the 
scope of his employment duties, whether or not it was made during workj 
hours or in connection with the work on the National Aeronautics and Space 
Administration contract, would be required to assign such invention to the 
United States either directly or by mesne assignment through his employer, 

Furthermore, if a contractor accepts a contract falling within the purview of 
the Space Act; any invention made by any other employee, whether or not the 
employee is employed or assigned to perform or do research or exploratory 
work must likewise become the property of the United States if the invention js 
related to the Space Act contract. Granted that paragraph (f) of section 305 
authorizes the Administrator to waive all or any part of the rights to be granted 
the United States under section 305 ; however, in order to grant such a waiver, the 
Administrator must first determine and establish that such a waiver is required 
for the protection and best interest of the United States. 

Section 306 of the act is entitled “Contributions Awards.” This section, while 


purporting to provide a cash award to contractor-inventors in lieu of patent | 
rights, can hardly be said to be more than an invention award system since the | 


maximum sum that the Administrator could award without congressional ap 
proval is $100,000. When viewing this sum in the light of the 17-year monopoly 
granted by a patent, it would seem that this would be small compensation in- 
deed for the commercial rights to inventions. Of perhaps greater concern to the 
General Tire & Rubber Co. is the fact that section 306 represents another veiled 
attempt to undermine the function of the patent system and to substitute an 
awards system, to be determined under the supervision of an administrative 
agency, for the incentives of the patent system. This is precisely the mechanism 
used by Communist Russia in opposition to the free enterprise system. 

As a company with a large research and development effort and a subsidiary 
engaged extensively in Government contract work falling within the purview 
of the Space Act, the General Tire & Rubber Co. respectfully enters its most 
vigorous objections to the patent provisions contained in sections 305 and 306 
of the National Aeronautics and Space Act (Public Law 85-568). Our grounds 
of objection discussed above can be briefly summarized as follows: Section 305 
is so vague and indefinite as to inventions which the Government may lay claim, 
that reputable and responsible contractors will be extremely reluctant to accept 
eontracts falling within the purview of this act. It will be readily seen that 
the language of subparagraphs (a) (1) and (2) of section 305 make it theoreti- 
cally possible for the NASA Administrator to acquire rights to all of the patents 


which a contractor or a subcontractor may have, simply because the contractor | 


or subcontractor has accepted one small contract falling within the purview of 
the Space Act. 

The second basic objection to section 305 is a requirement that inventions re 
sulting from research and development activities, in the performance of a Space 
Act contract, shall be assigned as the exclusive property of the United States. 
Why the United States needs title to a patent covering both governmental and 
commercial use is not understood. One of the best ways to stifle initiative in 
the field of nonmilitary space exploration is to destroy the patent incentive pro- 
vided by the patent monopoly in the hands of reputable industry members. 
There is not any recorded instance to our knowledge where industry has spent 
large sums in the commercialization of developments covered by Government- 
owned patents where such patents are available to all prospects on a non- 
exclusive basis. 

Our objection to section 306 is basically that the awards provided do not go 
far enough and, even if they did, this cannot be an adequate substitute for the 


incentives provided by our patent system. Furthermore, such an awards system 


is contrary to our American free enterprise system. 


It is the suggestion and recommendation of the General Tire & Rubber Co. ; 


that sections 205 and 306 of the Aeronautics and Space Act be deleted, except 


for subparagraph (i) of section 305 which defines the Aeronautics and Space 


Administration as a defense agency of the United States for the purpose of 
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chapter 17 of title 35 of the United States Code. This definition of the Space 
Administration as a defense agency appears about all that is deemed necessary, 
since the Administration should follow the policy of the other defense agencies. 
The armed services procurement regulations now promulgated and utilized by 
the bulk of defense agencies contain patent rights provisions which have proven 
to adequately protect the Government and the people of the United States and, 
at the same time, provide to industry contractors necessary incentives and re- 
wards for doing a superior job pursuant to research and development activity 
on behalf of the Defense Department. 

While it may be argued that the problem can be solved by a modification to 
section 305 to make it discretionary with the Administrator in all cases as to 
the invention rights to be acquired from contractors by the United States to 
protect the public interest, it is obvious that such broad discretionary powers in 
the hands of an administrative agency will inevitably give rise to injustices, in- 
equities and eventually a possible serious interference with the objectives and 
functions of the Space Administration. 

In conclusion, the General Tire & Rubber Co. earnestly and strongly recom- 
mends the complete deletion of sections 305 and 306 with the exception of sub- 
paragra ~“h (i) of section 305 which defines the Space Administration as a de- 
fense ageucy. 

Respectfully, 
W. O’Net, President. 


DECEMBER 2, 1959. 
Hon. ERWIN MITCHELL, 


Chairman, Subcommittee on Patents and Scientific Inventions of House Com- 
mittee on Science and Astronautics, Washington, D.C. 

Hon. CONGRESSMAN MITCHELL: Enclosed is a copy of a letter which I have 
written to you for consideration by your subcommittee that is investigating 
proposed changes in section 305 of the National Aeronautics and Space Act. 

In the enclosed letter, I have recommended that Congress repeal section 305 

because it impedes progress and that Congress enact a law requiring Government 
agencies to pay a reasonable price or royalty for the license that it obtains on 
all patents that it uses even when the patents are based on inventions made under 
Government contracts. 
' It seems to me that the best way to encourage the making and development of 
inventions needed by the National Aeronautics and Space Administrator and hy 
other branches of the Government is to make some provision for the payment 
of reasonable prices or royalties to contractors who make or develop the inven- 
tions. The making and development of inventions requires a different kind of 
effort than merely fulfilling a production contract. Accordingly, it seems to 
me that the Government would obtain more for its research and development 
dollar if it paid for inventions on the basis of the use made of them. It is par- 
ticularly important, it seems to me, that companies that are able to make and 
develop needed inventions which are employed in the performance of production 
contracts that are awarded to other companies should receive some reasonable 
payment based upon the amount of the production contract. If a payment sys- 
tem based upon this principle were to be developed, it would encourage many 
companies, especially small ones, to make greater contributions to our progress 
even though they are not in a position to accept large production contracts and 
the latter contracts are awarded to others. 

Just think of how much the making and development of inventions would be 
accelerated if industry could obtain Government help through R. & D. contracts 
without risk of losing rights in the inventions made by it. Just think how much 
will be lost by withholding from industry the financial incentive for making 
inventions. 

Will you please do what you can to encourage serious consideration of this 
proposal. 


Very truly yours, 


Reep ©. LAWLOR. 
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Los ANGELES, December 2, 1959, 
Hon. ErRwIn MITCHELL, 
Chairman, Subcommittee on Patents and Scientific Inventions of House Com. 
mittee on Science and Astronautics, Washington, D.C. 


Hon. CONGRESSMAN MITCHELL: Would you please accept this letter for Con. 
sideration in connection with the hearings which you are holding with regard 
to prospective changes in section 305 of the National Aeronautics and Space 
Act. I wish to offer a concrete proposal which I believe may answer the req 
needs of Government, industry, and the public as a whole. But first, let me 
discuss some generalities. 

THE GENERALITIES 


First of all, it is axiomatic that the patent section of the National Aeronautics 
and Space Act was written and enacted in haste. This haste has made waste, 
Such waste will continue, in my opinion, unless section 305 is repealed, not 
merely amended insignificantly, and a reasonable law taking into account the 
true public interest is enacted. 

Let us consider first various interests of the National Aeronautics and Space 
Administrator, industry, and the public. On the one hand, the National Aero. 
nautics and Space Administrator desires to obtain the benefit of American 
ingenuity, invention, engineering, and management to enable him to achieye 
his goals in space and aeronautics activities. The entire public, including indys. 
try, shares in this desire. The Space Administrator, like other officers of the 
Government, does not want his work impeded by the selfish interests of industry, 
Nor does he want his work impeded by unrealistic laws. Nor does the public 
want such impediments to stand in the way of progress. 

Under the present hastily enacted law, if anyone does any work under a con. 
tract with the Administrator, or possibly even with the understanding that a 
contract may be awarded, there is grave danger that any and all rights in any 
invention conceived or developed or reduced to practice in connection therewith 
will become the property of the Administrator. The present relatively liberal 
policies of the Administrator are no excuse for retaining a bad law on the books 
when it might someday be used in a far different way, possibly even harshly, by 
a less reasonable Administrator. 

American industry, both large and small, especially small, desires to preserve 
for itself the fruits of its inventions, regardless of whether the inventions are 
conceived, developed, or reduced to practice either in connection with work for 
the Government or otherwise. Many production projects are too large for small 
industry to undertake by itself, and yet there can be little doubt but that much 
original thinking is done by people working in small industry. While big business 
can best manufacture big systems and make large profits from them, small busi- 
ness could, under a proper legislative and administrative atmosphere, contribute 
a large proportion of the big ideas. All businesses should profit from their 
inventions even when other businesses profit from the manufacture of the inven- 
tions. Section 205 discourages industry from making contributions to the success 
of the space program because industry fears that the present law and any con- 
tracts granted thereunder will result in considerable loss of the rights of industry 
in inventions that are conceived, developed, or reduced to practice in any way in 
connection with such contracts. 

There is no valid reason why the Government should take title to inventions 
made in connection with work under a contract with the National Aeronautics and 
Space Administrator. There is not even a real need for a royalty-free license 
on the part of the Government, nor is there even any real need that there be 
a royalty-bearing license specified at the outset when a contract is awarded. 
The act of 1910 dispelled any interference with work for the Government that 
might otherwise arise because patent owners might attempt to enjoin such 
work, 

Since then, the law has effectively been modified by administrative rules and 
regulations and demands upon industry to such an extent that the law in ques- 
tion is seldom applicable. The attitude of many Government agencies toward 
patents and inventions has grown steadily worse through the years. As a result 
of these gradual changes, some industry has become so dependent on Government 
contracts that its will to resist such demands has been all but destroyed. Such 
industry would make a greater contribution to the progress of Government 
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activities under an atmosphere more favorable to the rights of private enterprise 
jn the fruits of its inventions. 

Now, what is it that Govenment really wants, and what is it that industry 
really wants? And where does the true public interest lie? 

Government wants the full benefit of whatever it buys. Industry wants an 
ample reward and payment for whatever it supplies. The public wants both. 

te often one hears a Government representative, and also sometimes even 
a member of the public, say that the Government should own the patents on all 
jnventions made during the course of a research and development contract for 
the Government. Disregarding the constitutional question, this would only be 
true if a reasonable price was paid and if it were really in the public interest 
for the Government to own such patents. On the other hand, one sometimes 
hears a representative of industry say: We can’t afford to do research and 
development work for the Government, because, after renegotiation, the profit 
that remains is so small, and it would be far more profitable to concentrate the 
same effort and facilities in the development of something of commercial value. 
Even when we consider work of primary interest to the Government, some busi- 
nessmen refuse to accept research and development contracts from Government 
agencies. They would rather develop inventions more slowly with their own 
limited funds and then offer the finished off-the-shelf product to the Government. 
The way to accelerate the development of inventions so greatly needed by the 
Government is to adopt a more liberal attitude toward the rights of industry 
in the invention that it makes. 

The patent section of the National Aeronautics and Space Act appears to be 
designed to impede the success of the United States in its avowed endeavor to 
be a leader in the field of aeronautics and space activities. Unless the patent 
section of this law is repealed, the American public will lose, because the law 
discourages much of American industry from cooperating with the National 
Aeronautics and Space Administrator. No matter what other changes are 
made in the law, if the patent sections of the law are not eliminated, it will 
be fatal to the success of the United States in the space race and also in other 
fields. 

By the adoption of section 305, the incentive for many segments of industry, 
perhaps some of the best segments, to assist the National Aeronautics and 
Space Administrator has been destroyed by Congress. Not even the Adminis- 
trator can overcome the handicap that Congress has created by the enactment 
of section 305. It is up to Congress to rejuvenate this incentive. 


THE PROPOSAL 


There is really a simple solution to this problem. This solution is summarized 
as follows: 

1. Do not amend the patent section of the National Aeronautics and 
Space Act. Repealit. And make the repeal retroactive. 

2. Enact a law requiring the Government to pay a premium price for 
research and development work when patent rights are acquired by the 
Government. 

The principal categories of rights in patents that may be acquired by the 
Government from a contractor may be classified in many ways. Among them 
are the following: 

1. Outright assignment and ownership with control in the Government. 

2. A royalty-bearing license granted by industry to the Government for 
governmental purposes. 

3. A royalty-free license granted by industry to the Government for gov- 
ernmental purposes. 

4. No rights whatsoever, leaving all rights in industry, subject to the 
provisions of the 1910 act. 

The nature of the rights that are really needed by Government should never 
exceed a royalty-free license. There is no real reason why the Government 
should ever own a patent. What would the Government do with a patent on a 
better engine for a space vehicle? Sue a foreign country for patent infringe- 
ment because it reached Mars first by traveling over U.S. territory? Or sue 
US. citizens for adapting the engine to the speeding up of urban pedestrian 
traffic? The National Aeronautics and Space Administrator does not need to 
own patents in order for it to be able to conduct its affairs economically and 
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successfully. In fact, the law providing for such ownership tends to interfere 
with progress. 

Accordingly, there are really only three categories to consider seriously: the 
royalty-bearing license category, the royalty-free license category, and the no. 
license category. There is no reason whatsoever why the Government should 
not pay a contractor more for performing a task under a research and develop. 
ment contract if it acquires a license from that contractor than it would 
to another contractor who performs research and development work that does 
not result in patentable inventions. Unless the Government pays a premium for 
a license, it should acquire no license. 

The basic point is this: A license has value. If the Government feels that jt 
needs a license, it should pay for it. An atmosphere of promise-to-pay-a. 
premium will be a great incentive to invention. This is especially true where 
the invention is made as a result of the research and development by one con. 
pany but a production contract is awarded to another. 

Patriotism is not enough. Give American industry a financial incentive to 
make inventions. Give American industry the hope that fair prices will be 
paid by the Government for the use of inventions. Make it clear to American 
industry that no Government agent has the authority to extract a license, 
especially a royalty-free license, as a condition to obtaining a minimum-profit 
contract. Encourage the natural interest that American industry has in making 
a reasonable profit from inventions made in the course of its research and 
development work for the Government. Then and only then will the Govern. 
ment obtain the most for its research dollar. 

I therefore recommend that serious consideration be given to requiring repre 
sentatives of the Government to pay more under contracts where it acquires a 
patent license than it pays under a contract where it acquires no patent license, 
Whether this additional price should be in the form of a percentage royalty, 
as it often was a number of years ago, or whether it should be a lump sum paid 
for a paid-up license is a question which might be left to negotiation between 
the parties with reasonable limits. 

In any event, there is no excuse for the Government to acquire ownership of 
patents arising from work performed by industry unless it wants to continue to 
deliberately discourage many segments of industry from doing any work at all 
for it. It is therefore submitted that it is in the public interest to repeal the 
patent section of the National Aeronautics and Space Act and to replace those 
sections by one which leaves all patent rights with industry and requires the 
yovernment to pay separate and reasonable prices for whatever license it 
acquires from industry under patents, in addition to what the Government pays 
for other benefits obtained from industry under its contracts. 


CONCLUSIONS 


Congress should reassess the patent policies of all Government agencies and 
should carefully evaluate any proposals which tend to discourage or retard 
the making and development of needed inventions. America needs the un- 
reserved help of all parts of industry in all Government-sponsored work. The 
need with reference to the National Aeronautics and Space Act is urgent. If the 
Government will ask for less, it will receive more. In my opinion, your com- 
mittee can serve the public interest best and can point the way to leadership in 
the space race, as well as in aeronautics and in other ways, by recommending 
that Congress repeal the patent section of the National Aeronautics and Space 
Act in its entirety. If any substitute section is proposed, it should be a realistic, 
forward-looking and reasonable section that will encourage and accelerate the 
making and development of needed inventions. 

Respectfully submitted, 


Reep C, LAWLor. 


RESOLUTION 


Whereas the Government, the general public, and private enterprise, both large 
and small, derive substantial benefits from a patent policy for Government con- 
tracts in which title to patents remains with the contractors and not with the 
Government ; 

Whereas inventions are frequently the product of experience had prior to 
the contract with the Government, and without the use of Government funds, 
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or further, are the results of progressive research utilizing the contractors’ own 
apueress section 305 of the National Aeronautics and Space Act of 1958 pro- 
vides in substance that, legal title to inventions made by contractors is vested 
in the U.S. Government on all NASA contracts, unless released by the Adminis- 
trator in the interest of the Government 3 / 

Whereas the acquisition of full legal title to inventions by the Government by 
jegislative pronouncement under the Space Act and other acts is inequitable, 
tends to stifle private enterprise normally fostered by patented inventions, tends 
to make unattractive the contactual relation of industry with Government, dis- 
courages invention by removing the incentive to invent, results in the forfeiture 
of valuable patent rights in the commercial field, impairs rather than insures 
the development of new products and new methods, repels rather than attracts 
research and development contractors, destroys the incentive offered by the 

tent system : Now, therefore, be it 

Resolved by the New Jersey Patent Law Association, That the patent pro- 
yisions of the Space Act be repealed and the principles of the Armed Services 
procurement Regulations be followed instead. 


Legislation Committee of the New Jersey Patent Law Association : 
Norman N. Popper, chairman, Norman St. Landau, Michael A. 
Kondzella, William N. Wright, Everett J. Olinder, Henry C. Dear- 
born, Harvey W. Mortimer, Alan C. Rose, Charles 8S. Phelan, 
Frank Murphy, John N. Bain. 
I hereby certify that the above resolution was adopted by the majority vote 
(only one member dissenting) of the members of the New Jersey Patent Law 
Association at its regular meeting on November 19, 1959. 


H. HuME MATHEWws, Secretary. 


MINNEAPOLIS-HONEY WELL REGULATOR Co., AERONAUTICAL DIVISION, 
Minneapolis, Minn., December 3, 1959. 
Hon. OveRTON Brooks, 
Chairman, Committee on Science and Astronautics, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN Brooks: 1. In connection with the present hearings on 
the patent provisions of the Space Act, the Minnesota Patent Law Association 
in February of 1959 recommended that the Space Act be modified to bring it into 
alinement with the Procurement Act. 

2. The Patent, Trademark, and Copyright Committee of the Minnesota State 
Bar Association recently passed a resolution attached hereto as exhibit A. 

8. Section 305, paragraphs ¢, d, and e, of the act tends to cloud the title of 
patent applications and thereby diminish their value. Further, compliance with 
the Patent Office requirements based on this act is burdensome to the assign- 
nees and requires applicant to subscribe to facts clearly outside their knowl- 
edge. Exhibit B illustrates this point, for note that the applicant had resigned 
from the assignee company in February of 1952. Even applicants presently 
working for a company cannot be expected to know all of his company’s activ- 
ities; actually, these provisions of the act appear to be broad enough to include 
competitor activities also. 

4. It is believed obvious that this country can spare neither the time nor the 
money to make its necessary advances in engineering and science by way of the 
step-by-step plodding of routine workers, we must have inventors capable of sur- 
mounting several steps at a time. A real question then is whether title to the 
Government or title to the contractor is most conducive of inventions. No readily 
available proof is seen on this question but it is suggested that good evidence may 
be found by : 

(a) A comparison should be made between the number of patented in- 
ventions made under the Atomic Energy Commission and those made in 
some equally new field of private endeavor such as transistors, the compari- 
son including the relative numbers of engineers and scientists employed in 
development and research work in the respective fields, the money expendi- 
tures and other such pertinent information. 

(b) A study could be made of established growth type manufacturing 
companies to determine the factors responsible for such growth; a casual 
investigation suggests that patented inventions are a strong influence for 
growth. 
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(c) A comparison may be made of the patented inventions per unit of 
expenditure between Government departments taking title and those Goy. 
ernment departments giving title to the inventor. 

(d) Obviously it is desirable to prove which is the best incentive but jt 
may be too late to correct our law before positive proof can be obtained, 

5. It should be determined whether the goal of our Government is increas. 
ingly strict control of business or less control; there is little question but that 
NASA provisions involves more control of business than do previous procure 
ment regulations. 

6. Consider the dilemma of the contractor eager for Government business g 
inclined to make a detailed and informative proposal but faced with the know). 
edge that NASA can claim title to any invention involved in his proposal; he ig 
in the position of asking for business from one who is both a customer and an 
adverse claimant for title to his invention. Somewhat aside from NASA pro. 
visions is the further conflict of interest problem where a Government employee 
may acquire title and then seek to profit from it through contractors he deals 
with in the course of Government business. This point is raised here to bring out 
a distinction between the relations of Government-contractor and Government. 
Government employee. 

7. Most patent lawyers are presently swamped with work; they should 
have at least 90 days to prepare for a congressional hearing. 

Yours truly, 

Lamont B. Koontz, 
Attorney, Atomic Energy and Space Act Subcommittee of Patent Laws 
Revision Committee, Minnesota Patent Law Association. 


Exurisit A. RESOLUTION 


I. It is hereby resolved by the Patent, Trademark, and Copyright Committee 
of the Minnesota State Bar Association that Congress, in its consideration of 
patent provisions of the National Aeronautics and Space Act of 1958, recognize 
that: 

1. Section 305(a), by which the Government takes title to any invention, dis- 
covery, improvements, or innovation (whether or not patentable) made under 
any actual or proposed contract, agreement, understanding, or other arrange 
ment effectively removes any incentive for creative work on the part of Govern- 
ment contractors. 

2. Section 305(b), by which the Government requires full and complete tech- 
nical information on any invention, discovery, improvement, or innovation made 
in the performance of such work inevitably tends to deprive contractors of their 
background proprietary rights and trade secrets because of the virtual impossi- 
bility, in many cases, of separating the details of new work from prior work. 

3. Section 305 (c), (d), and (e), by which patent applications on inventions 
of significant utility in the conduct of aeronautical and space activities may not 
be issued to applicant without his proving that the invention is his puts the 
burden of proof on the prima facie owner and not on the adverse claimant; this 
seems analogous to requiring a property owner to prove his rights against those 
of a trespasser. 

4. Section 305(f) is directed to waiver provisions and tends to soften some 
of the previous requirements but these provisions must, by their nature, give 
the Space Administration complete control relative to the disposition of rights. 

5. Section 305(g) enables the Government to enter the patent licensing busi- 
ness without limitations at a time when business is hopeful of less Government 
control rather than more. 

6. Section 306 relating to contributions awards, substitutes Government 
awards for private contractual relations. The Atomic Energy Commission has 
worked with such contribution awards for several years with very questionable 
results. 

7. The patent provisions of the Space Act added to those of the atomic energy 
provisions represents a further step in the Government domination and control 
of business, a trend we mistrust. 
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ExuHrsit B. STATEMENT 


MINNEAPOLIS, MINN., June 16, 1959. 
Applicant : Eduard C. Petry. 
serial No. : 331,346. Division: 18. 
Filed: January 15, 1953. 
for: Gas turbine combustion engine control apparatus for controlling the ex- 
haust area and fuel flow. 


graTE OF MINNESOTA, 
county of Hennepin, 88: 

I, Eduard C. Petry, the applicant in the above-identified application in reply 
to the Office paper in the above-cited application mailed June 8, 1959, state: 

1, The invention made in the above-cited application was made during working 
hours of my employment by Minneapolis-Honeywell Regulator Co. and prior to 
my resignation from that company on or about February 15, 1952. 

2. The equipment, materials, facilities, and the like used by me at the time 
of this invention were furnished to me by said company. 

3. The present invention was not made nor has it been used in any way in con- 
nection with the performance of any contract of the National Aeronautics and 
Space Agency. 

4, The above facts are true to the best of my knowledge and belief. 

Epvuarp C. Petry. 

Subscribed and sworn to before me, a notary public, this 16th day of June 1959. 

[sBAL] DELBERT P. TSCHIMPERLE, 

Notary Public, Hennepin County, Minn. 

My commission expires June 6, 1963. 


STATEMENT OF THE B. F. GoopricH Co. ON PATENT PROVISIONS OF THE SPACE ACT 


The patent provisions appearing in section 305 of the National Aeronautics 
and Space Act are of a kind which would be satisfactory for dealings with an 
engineering firm or with an educational institution. Such organizations have 
no manufacturing business and commonly concuct research on a basis of complete 
ownership of results by the sponsor who pays the costs. 

Manufacturers cannot do business that way. Their primary concern must be 
to arrange for manufacture of a steady volume of products, and their research 
is normally conducted to support and improve their manufacturing operations. 
This is definitely the case with research under the Space Act, a major part of 
which involves activities of the huge, highly commercial aircraft industry, of 
which we are a small part. Conduct of research by a manufacturer for someone 
else, on the basis that the other would own all results, including patents, could 
not be satisfactory, for the more inventions the manufacturer made under such 
an arrangement, the more things he would be unable to manufacture. This places 
a powerful negative incentive on the contractor, an incentive not to make inven- 
tions. 

There are so many different circumstances presented by various kinds of re- 
search programs that it is quite difficult to make advance provision for all of 
them. The Department of Defense and the National Advisory Committee for 
Aeronautics, in the course of years of experience, evolved contract forms and 
rules for dealing with the most frequently encountered situations, but were wise 
enough to provide for administrative action departing from the rules in situa- 
tions in which they do not work out well. Those rules as they existed just be- 
fore the enactment of the Space Act were generally satisfactory and provided 
incentives to manufacturers to do effective research work. Similarly, as to non- 
nilitary Government-sponsored research, the National Science Foundation Act 
(42 U.S. Code 1871) requires simply that each research contract contains pro- 
visions to protect the public interest and the equities of the contractor, and the 
practice of the Foundation under this provision seems to be generally sound. 

There has been no showing of any need for legislation rigidly prescribing rules 
and establishing novel procedures in dealing with patents, in connection with 
transfer of authority to the newly established NASA. On the contrary, this 
section 305 of the act has resulted in great confusion and uncertainty at a time 
when the opposite should have been the case. 
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It is recommended that the entire subject be returned to administrative gop. 
trol by repeal of section 305. The provisions in the Space Act for administra- 
tion of NASA are adequate to assure the same intelligent and well-advised han- 
dling of patent rights as by its predecessor agencies. 

If there should seem to be some reason for a legislative provision at all, it is 
suggested that it not go beyond a statement of policy such as that contained in 
the Science Foundation Act, so that the Administrator will have authority sug. 
ciently flexible to deal with problems as they arise. 


Law DEPARTMENT, RAYTHEON Co., 
Waltham, Mass., December 8, 1959. 
Mr. B. YEAGER, 
Special Consultant, Committee on Science and Astronautics, 
House of Representatives, Washington, D.C. 


Dear Mr. YEAGER: I was very interested in the question which you asked, 
during the hearings of your subcommittee, regarding the advisability of leaving 
the title to an invention on the cure of cancer which might arise out of work 
being done for NASA. I presume that you were trying to find at least one 
type of invention in which the public interest would be best served by the 
Government retaining title and that, if such an instance could be found, the 
implementing legislation should leave with the Administrator the power to 
decide that the Government should obtain the exclusive title to the invention, 

The horror of cancer is so close to so many of us that we tend to react 
emotionally to the prospect of a cure, and this emotional reaction may tend to 
becloud our judgment. I think that when we look into the practicalities of the 
matter we will find that your example does not present a case for departing 
from the generality of the principle that the public interest is not served by 
the Government taking title to any invention. 

Patents, of course, are a very important stimulus to the making of inventions 
and to the practical introduction of such inventions into the economy of the 
country. However, the supporters of the patent system do it a great injustice 
when they claim that it is the only stimulus which serves the above purposes, 
Obviously, this is not so. Where there is an intense public or governmental 
demand or need for something, the public or the Government is motivated to 
expend large sums of money in trying to satisfy that demand or need. Thus, 
in the field of medicine, philanthropic funds, many of which are publicly raised, 
support research in the fields of cancer, heart disease, muscular dystrophy, and 
so forth. These funds are not advanced with the hope or expectation that 
commercial exploitation will produce profits to repay them. Also, where the 
Government needs a device such as an atomic bomb or an intercontinental 
ballistic missile, the Government’s funds are expended without any expectation 
of having the money returned from the commercial exploitation of such devices, 
Again, in the area of pure science, scientists working in university laboratories 
and in other nonprofit organizations are motivated to conduct research without 
expectation of commercial profit. Such persons are stimulated largely by a 
desire for increased knowledge and by a desire for the professional and public 
recognition which their creative work brings to them. When we compare the 
kind of invention or advance which the above stimuli produce with those which 
are produced under the patent incentive, we find that, as a general proposition, 
the kind of invention or advance which is produced is different in each case. 
While there are a number of inventions which are made independent of any 
patent stimulus, there are many inventions which, but for the patent stimulus, 
would never be made or would never be introduced into the commercia) market, 
and it is this latter area with which industry is primarily concerned in con- 
templating the policies as now set forth in the Space Act of 1958 

Getting back to the matter of the cancer cure, I presume that what you had 
in mind is not that NASA would be supporting the work looking toward a cure 
for cancer, but rather that in working along some other line, some medicine or 
chemical substance would be discovered which ‘turned out to be a cure for eancer, 
Let us assume that in doing such other work a new medicine or chemical were 
devised. How will we know whether or not it is a cancer cure? Obviously, 
the responsible medical authorities would insist upon a long period of clinical 
testing specifically directed toward the effectiveness of such a material for the 
curing of cancer. There are many kinds of cancer, and it is far from a simple 
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matter to determine whether any particular substance will effect a cure for any 
or all of them. We know, of course, that from time to time the hopes of the 
public have been raised in this connection only to be dashed during the long and 
arduous process of determining the effectiveness of the substance, its side effects 
and the like. I am sure that NASA would not be the agency which would carry 
on all of the supplemental work necessary to determine the effectiveness of 
the cure. In other words, it is inconceivable to me that the situation which is 
jmplicit in your question could possibly occur. The chances are that a cure 
for cancer will be made by a researcher working for a nonprofit organization 
supported by philanthropic funds and that the tradition, which is usually followed 
in these areas of not obtaining a patent on the cure, will be followed. 

Let us assume, however, that my presumptions are all incorrect and that the 
discoverer of such a cure actually has been working under a NASA contract and 
obtains a patent on the cure. What is there about this type of invention which 
should deny to its discoverer any economic reward in the form of profits from the 
sale of the cure or from royalties from commercial exploitation of the cure? 
Certainly, where a man invents a medicine which will cure baldness or will 
allow the ladies to remove superfluous hair or even where someone devises an 
artificial lung, a hearing aid, or an artificial aid to the blind, we seem to have 
no hesitancy in permitting him to obtain a patent and to derive the economic 
reward inherent in the patent grant. I suppose there is a feeling that such 
inventions are less important than an invention for the cure of cancer. Are we 
to draw the conclusion that the more important and the more sorely needed 
an invention is, the less is the inventor entitled to an economic reward? It seems 
strange that, the more we feel an invention needs to be made, the more we are 
inclined to insist that the initiative of an economic reward be eliminated. My 
own conviction is that the American system of free enterprise, which is based 
primarily upon the economic rewards which the profit incentive offers, is a good 
system. I see nothing wrong, immoral, or inequitable in the idea of profits or 
of a monetary income which is to be derived from contributions which persons 
make to the well-being of our society. Why, then, should the inventor of a cure 
for cancer be denied title to a patent? 

I presume that part of the fear which is generated in contemplating a patent 
on a cure for cancer is that the owner of such a patent would either so restrict its 
use or would insist upon such an exorbitant royalty that the benefits of the cure 
would be denied to large numbers of people who could not afford to pay the 
charge. I believe that such a fear is entirely unfounded. I am sure that if 
an investigation were made into the facts surrounding the monetary charge which 
is made for various types of devices, medicines and the like, the reasons for the 
cost would have very little to do with any monopoly charge, but would arise 
mainly from the high cost of the research involved in the development of the 
invention and the high cost of producing the invention under such quality con- 
trol as is necessary for the protection of the public. Patent charges themselves, 
Iam convinced, are either zero or constitute a very small part of the total cost. 

Let us assume, however, that the inventor of the cancer cure not only is a 
great benefactor to humanity in having discovered the cure, but also is so 
grasping that he would attempt to place an exorbitant charge upon the use of 
his invention for commercial purposes. You will recall that in my testimony 
I suggested that possibly some sort of compulsory licensing provisions could 
be devised which would prevent even this remote contingency from arising. The 
Atomic Energy Act does have provisions of this nature. You know, of course, 
that they have never been invoked. This fact in itself strengthens my con- 
viction that both the suppression of inventions or the exorbitant charges which 
might be asked are situations which do not occur as a practical matter. In 
my long experience, I have never heard of any actual case of this kind. Philo- 
sophically, I suppose we can imagine that such things might occur, but there 
are a great many factors, including the pressure of public opinion and the prac- 
tical economic effects, which deny the validity of the philosophical premise. 
Compulsory licensing has existed in many foreign countries, but its actual use 
is very small indeed. I am convinced that although compulsory licensing might 
be written into the law, it is really not a necessary step. 

It seems to me that trying to devise legislation to prevent ‘the occurrence of 
situations, which our experience indicates have not occurred in the past and 
are unlikely to occur in the future, leads to an overreaching of the law and tends 
to produce bad legislation. The legislative process is, of course, a continuing 
one and should any of the things, which have not yet occurred, arise in the future, 
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would it not be best at that time to devise legislation which would have meaning 
in view of the actual facts. 

In view of the above, I believe that the general concensus of opinion in industry 
that there is no valid reason for the Government to take the title to the commer. 
cial rights to any inventions, is soundly based and that the Space Act should 
be rewritten along the lines which EIA proposed during my testimony before 
your subcommittee. 

Very truly yours, 
ELMER J. Gorn, 
Assistant General Counsel, 


MACHINERY AND ALLIED PRopUCTS INSTITUTE, 
Washington, D.C., December 10, 1959, 
Hon. Erwin MITCHELL, 
Chairman, Subcommittee on Patents and Scientific Inventions, 
Committee on Science and Astronautics, 
U.S. House of Representatives, Washington, D.C. 

Dear Mr. CHAIRMAN: We appreciate very much the opportunity to present 
the views of the Machinery and Allied Products Institute in connection with the 
subcommittee hearings on the patent provisions of the National Aeronautics 
and Space Act of 1958. 

As you may know, the Machinery and Allied Products Institute and its 
affiliate the Council for Technological Advancement represent the capital 
goods and allied product industries of the United States. Commercial products 
rather than specially designed defense or space research items constitute the 
great bulk of production of most of the companies in these industries. Never. 
theless, many institute member companies are involved in both prime and sub- 
contract work on missiles and rockets for both the military services and NASA, 
Moreover, the capital goods industries have had very considerable experience 
over a long period of years with the problems of patents and proprietary manu- 
facturing know-how and the relation of both to Government procurement. This 
background of member companies experience, the continuing studies of the 
institute’s staff, and the profound public policy implications of the Space Act 
prompt us to make this statement. 

We claim no special expertise in patent law; however, we think this in- 
quiry embraces issues which far transcend in importance any technical legal 
questions which may be involved. We think, indeed, that this inquiry—and 
its implications—concern not only the National Space Agency, its relations with 
contractors and the vigor with which our space effort is prosecuted, but the fu- 
ture of the American patent system and, in a larger sense, the very shape and 
character of our future economy. 

Holding these views, we have commented herein at some length on certain 
principles which we believe should guide the administration of Government 
procurement in this area. In addition, of course, we have advanced certain spe- 
cific recommendations in respect to the legislative proposals now before the 
subcommittee. In brief, we endorse the substance of the NASA proposal for 
amendment of the Space Act, recommending additionally certain modifications 
in approach to amendment. ‘ 

In accordance with this outline we have attempted in our general comments 
which follow to review the more important elements of the historical back- 
ground to the present inquiry, to consider certain of the broader issues, which 
we believe to be inescapably connected with the subcommittee’s decision, and 
finally, to place the question of the National Space Act’s patent provisions 
within the broader perspective of the American patent system. 


GENERAL OBSERVATIONS 


As numerous witnesses have pointed out—and as numerous congressional in- 
vestigations of this subject in the past have made clear—there is a considerable 
‘diversity in Government policy with reference to the disposition of patent rights 
arising from inventions first conceived or reduced to practice in the course of 
performing a Government contract for research and development work. Without 
attempting to review the subject exhaustively, it seems to us that the pertinent 
procurement policies of those agencies most directly concerned with this in- 
quiry-—the Department of Defense, the Atomic Energy Commission, and, of 
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course, the National Aeronautics and Space Agency—are relevant to this 
uiry. 

sy, let us consider the policy of the Department of Defense. On the basis 
of much broader experience in contract administration than any other Govern- 
ment department or agency, the Department of Defense has long since con- 
cluded that the public interest is best served by not taking as a matter of gen- 
eral practice full right, title, and interest to inventions conceived or first re- 
duced to practice under a defense contract. Rather, military agencies have in- 
sisted only that the contractor grant to Government a royalty-free, nonexclusive 
license to practice such invention; the contractor in question receives all other 
patent rights of the invention, subject always to the reservation of a general 
power to take full rights where special circumstances warrant such action. We 
think the statement to the subcommittee by the Deputy Assistant Secretary 
of Defense (Supply & Logistics), Mr. James P. Falvey, sums up most clearly 
the nature and the rationale of the Defense theory. Of equal importance are 
his remarks with respect to the very satisfactory results obtained which are, 
we believe, wholly in the public interest. 

The theory of the Atomic Energy Commission—a theory grounded in statute 
rather than administrative practice—is almost exactly the reverse of that long 
followed by the Department of Defense. The patent provisions of the Atomic 
Buergy Act of 1954 (and they are entirely consistent with the earlier act of 
1946) evidently proceed on the assumption that the Government should and 
will acquire full patent rights to substantially all inventions developed under 
an AEC research and development contract. The Commission is placed under a 
statutory duty to acquire and hold such patent rights, although the Government’s 
rights in patents developed under the AEC contracts may be waived under 
appropriate circumstances, 

The peculiarities of AEC patent policy, in fact, go far beyond the mere question 
of rights to certain inventions developed under Commission research contracts— 
they make it possible, for example, for the AEC to claim and take title to 
inventions developed wholly at private expense. Although not directly germane 
to the subject here under discussion this aspect of AEC patent policy deserves 
mention insofar as it illustrates the gulf in procedure and philosophy now sepa- 
rating the Department of Defense and the Atomic Energy Commission on this 
question. Moreover, this difference in procedure and philosophy is fundamental, 
in our judgment and that of most contractors; it is not grounded solely in the 
Atomic Energy Commission’s obligation to disseminate technical information for 
peaceful purposes. 

The patent provisions of the National Aeronautics and Space Act of 1958 adopt 
generally the policy first laid down in the Atomic Energy Act of 1946 and restated 
in the act of 1954. At present NASA is required, upon a finding of certain facts 
by the Administrator, to take title to inventions made in the performance of its 
contracts unless the Administrator affirmatively determines that the interests of 
the Government would be served by waiver of all or any part of the Government’s 


rights. 

This dichotomy has been further amplified for the subcommittee in the testi- 
mony of Mr. Roland A. Anderson, Assistant General Counsel for Patents of the 
Atomic Energy Commission. We find ourselves in frequent disagreement with 
Mr. Anderson as to philosophy, administrative practice, and results obtained. 
For example, Mr. Anderson evidently believes that the Department of Defense 
has somehow surrendered or renounced its general reserve power to take full 
patent right in appropriate circumstances. This is not correct and we think Mr. 
Falvey’s elucidation of this general reservation of power should be regarded as: 
the authoritative statement of DOD policy. 

So much for the present state of affairs. Now let us consider briefly certain 
of the more important issues involved in the Government patents problem. 


What are the issues? 


It would seem to us that the one overriding question now before the sub- 
committee is the determination of what governmental patent policy is best 
calculated to speed research—and accomplishment—in our seriously lagging 
space efforts. Beyond this question, however, are other issues which deserve 
the attention of the subcommittee, particularly as they lay a groundwork for 
considering the question of statutory amendment. 

Why does the Government “buy” research and development work?—In broad- 
est terms the Government engages private contractors to undertake research and 
development work which offers promise of securing the national defense, of en- 
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hancing the national prestige or of advancing the public welfare. In a more 
practical sense the Government contracts for such work because it must. 

Lacking generally the facilities necessary to investigate possibilities of new 
scientific knowledge, the Government as a practical matter has been forced jp 
most cases to contract with private corporations and institutions to conduct such 
investigations in its behalf. Moreover, Government frequently contracts for 
research—particularly in some revolutionary new technology such as atomic 
energy or space exploration—simply because the sums of money required are so 
great, at least at the outset, and the possibilities of financial return to private 
investors so remote that only Government can undertake the principal burden, 

The Government frequently contracts with private firms for research and 
development work for still another very practical purpose. In thus contracting 
with private companies the Government can take advantage of extensive research 
facilities, broadly experienced personnel, and a great reservoir of professional 
and technical know-how—all of which has been developed at private expense, 
Obviously, it is more practical for the Government to take advantage of this 
storehouse of knowledge and experience than to start from absolute scratch in 
the development of a new process, a new weapon, or some indispensable addi- 
tion to the sum of existing knowledge. 

This aspect of governmental research and development contracting—with large 
and small industry alike—deserves special emphasis for another reason. We 
have taken note of Mr. Roland Anderson’s apprehension that grants to private 
contractors of limited patent rights constitute preferential treatment of such 
firms. Similarly, theoretical objections have been advanced to such grants on 
the apparent theory that research and development contracts are conducted in 
some kind of vacuum in time and space and without reference to the contractor's 
preexisting technical proficiency. Neither objection, we think, gives due weight 
to the facts of industrial life in research and development activity. 

Frequently there is a mixture of motives in this type of contracting which 
involves both research in behalf of the national defense and research with a view 
to ultimate exploitation of some wholly new technology for peaceful purposes, 
Atomic energy is a classic example of such governmentally sponsored research, 
And in the course of performance of governmentally financed research and deyel- 
opment contracts inventions are frequently developed which are useful not only 
in the service of broad national purposes, but which are immediately or potential- 
ly commercially valuable. It is this possible exploitation of the commercial 
value of such inventions that raises the very serious questions to which we have 
already alluded. 

What is the Government’s role in the development of scientific knowledge?— 
Having considered certain of Government’s purposes in contracting for research 
and development work one is led immediately to the question of what the Goy- 
ernment’s role should be with reference to the use, disposition, and exploitation 
for peaceful purposes of new discoveries resulting from such activity. No one 
will dispute the imperative necessity of Government’s undertaking such work 
in the interest of national defense, but when one goes beyond the intended gov- 
ernmental employment of such discoveries and considers their possible commer- 
cial usefulness—and the opportunities which they offer for private profit—one 
is immediately confronted with the necessity of defining the proper role of Gov- 
ernment in this whole area. 

It seems to us that the national interest is best served in the commercial 
exploitation of such inventions by a system designed to insure that the benefits 
of such inventions are made widely and generally available at the earliest prac- 
ticable date and with the least disturbance of our traditional political and eco- 
nomic systems. 

If we accept this proposition as desirable, then how best can it be achieved? 
Is it best for the Government to reserve to itself all patent rights in such inven- 
tions and thereafter to license their practice on an individual, royalty-paying 
basis to private firms? If this seems contrary to public policy, should the Gov- 
ernment retain all patent rights and disseminate to all parties on a free and 
equal basis the hitherto secret information involved? Or should it reserve to 
itself only a right to practice or to have practiced for it the invention in question 
and permit the firm which made the discovery under contract to take all remain- 
ing patent rights and exploit these rights commercially ? 

There are other possibilities, of course, but these suggest generally the range 
of alternatives open to the Government. (We concede that there will be in- 
ventions occasionally discovered in the course of Government research and de- 
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yelopment work of such critical and highly secret character that it would be 
contrary to the national interest to permit the patent rights of such inventions 
pe placed in private hands. ) : : 

On its face it may seem desirable for the Government to license the practice 
of an invention of this type or to make it available free of charge to all who may 
choose to avail themselves of it. Such a solution seems desirable if for no other 
reason than its appeal to our sense of equity and our almost instinctive con- 
yiction that the Government should not permit private individuals or corpora- 
tions to profit from discoveries made at public expense. ; 

Examined somewhat more critically, this solution tends to be neither simple 
nor desirable nor efficacious. Generally speaking, the U.S. Government is not 
in business and our prevailing philosophy of government is such that we do not 
foresee Government ownership of productive resources—including patent rights. 

for making such information available without charge to all who may care to 
practice the invention in question, there is a distinct probability that the Govern- 
ment will have created a situation in which no enterprise will be willing promptly 
to undertake the commercial exploitation of the invention involved simply be- 
eause it will lack the exclusivity of patent rights which might otherwise justify 
the necessary private investment. In the absence of private patent protection 
the customary industrial incentive of “designing around” the basic patent-——in 
the past one of our most fruitful sources of new art—is greatly inhibited. 

As a result the public is, at worst, denied the peaceful benefits of the new 
art; at best, its enjoyment of those benefits will almost surely be delayed. 
Indeed, competent authorities in the field have suggested that America’s laggard 
position in the peaceful applications of atomic energy may be attributable in no 
small part to the patent policy of the Atomic Energy Commission.” 

Must the Government have full patent rights to achieve its purpose ?—We have 
looked briefly at the purely governmental purposes for which the United States 
“pays” research and development work, and we have attempted to phrase what 
seems to us a reasonable standard of administrative action with reference to 
the “residue” of commercially valuable rights which may result from such 
research. 

Can the Government’s purposes be served with some lesser rights than a full 
grant of letters patent? The policy of the Department of Defense reserves 
to the Government a royalty-free right to practice or to have practiced for it 
by anyone an invention developed under contract. The long experience of the 
Department of Defense in pursuing such a policy would seem clearly to indicate 
the soundness of the policy. 

May the acquisition of all patent rights impede the realization of governmental 
objectives ?—Our discussion thus far assumes—and we believe most people would 
agree—that one of the Government’s purposes is the rapid and efficient advance- 
ment of any new field of technology in which it may be spending public funds 
for research and development work. It should be emphasized that the Govern- 
ment’s desires for the most rapid and efficient advancement of any new useful art 
applies quite as much, and perhaps even more, to the discovery of new informa- 
tion useful for purely governmental purposes as it does to the dissemination of 
the general peaceful benefits of such discoveries. We are inclined to believe— 
as our question implies—that governmental retention of full patent rights may 
tend seriously to impede the future advancement of the art in question for any 
purpose. 

Let us suppose that NASA under the present statute takes full title to a dis- 
covery useful in space exploration and which has been developed under a re- 
search and development contract with a private company whose preexisting 
patent and know-how position strongly influenced the contract award in the 
first place. Assume further that the discovery in question is useful not only 
in the exploration of space but has an immediately valuable commercial applica- 
tion. If for all practical purposes the company is barred from the commercial 
exploitation of the new discovery—in which it should be noted its own experience 
and know-how figured most importantly—is not its incentive greatly impaired 
to undertake future Government research and development or to pursue inde- 
pendently basic research of possible future usefulness to the Government? Ap- 
parently NASA officials themselves think so. In his recent testimony before the 


1See memorandum of Jo Baily Brown, member, Patent Advisory Panel to the Atomic 
Energy Commission, at p. 36, “Selected Materials on Atomic Energy Patents,” printed for 
Joint Committee on Atomic Energy, March 1959. 
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subcommittee Mr. John A. Johnson, General Counsel of NASA, had this to say 0 
the subject: 

“It is therefore necessary, to assure itself of the continuing willingness 
contractors to participate in projects of great national importance, that Nagy 
be given discretionary authority to adopt contractural patent provisions in 
with those of the Department of Defense where necessary to meet the equities 
of the situation.” 


The National Space Act and the American patent system 


We think it significant and a matter deserving of congressional study tha 
organic statutes governing the development and control of both atomic ene 
and space exploration have departed in their patent provisions from the long. 
established tenets of the American patent system. 

Given the unusual circumstances surrounding the conception and development 
of atomic energy, we cannot say that the unusual limitations on private patent 
rights written into the original Atomic Energy Act were necessarily harmfy), 


Atomic energy was developed in time of war, primarily for military purposes anq_. 


under the utmost secrecy. It represented, moreover, a revolutionary reduction 
to practice of what had been theretofore no more than theoretical formulas, ang 
it was, of course, developed wholly at public expense. 

Nearly two decades have now elapsed since man set in motion the first ¢op. 
trolled nuclear reaction. Although the power of the atom remains our prim 
defensive shield, important progress has been made in harnessing its peacefy| 
potential. And private industry through its preexisting know-how and by Very 
substantial investment has contributed greatly to this progress. Yet the patent 


provisions of the Atomic Energy Act—and more significantly the Philosophy | 


underlying those patent provisions—have not changed in the intervening years, 
Although not directly relevant to the subject here under study, we think, never. 
theless, that patent experience under the Atomic Energy Act is very decidedly 
germane to the broader questions to which we have alluded. We shall not 
attempt to recite here the history of patent policy under the Atomic Energy 
Act, but we do attach a copy of our letter of May 6, 1959, to the chairman of the 
Subcommittee on Legislation of the Joint Committee on Atomic Energy andj 
which relates to this subject. We refer particularly to that section of our May ¢ 
letter entitled “The American Patent System and the Patent Provisions of the 
Atomic Energy Act.” 

That fact is that the customary incentives of the American patent system 
have been, in our judgment, greatly inhibited by the patent provisions of the 
present Atomic Energy Act. We feel certain that private companies in the 
atomic energy industry—if offered the opportunity of testifying in this hearing— 
would take strong exception to Mr. Roland Anderson’s assertion as to the work- 
ability of Atomic Energy Commission patent policy. The importance of this 
experience in the inquiry concerning patent policy under the National Aero- 
nautics and Space Act lies in the fact that present NASA patent provisions 
are at least as destructive of private incentive to the advancement of space 
technology as are those provisions of the Atomie Energy Act. 

One might argue—and properly, we think—that the present emergency justi- 
fies the employment of unusual incentives designed to evoke the kind of fruitful 
private activity that would make us once more at least competitive in the race 
for exploration and domination of outer space. And no one will appreciate more 
fully than the members of this distinguished subcommittee the deadly character 
of that competition. 

However, emergency conditions are rarely a sound basis for legislative action 
designed for the long pull. Accordingly, let us disregard the emergency argu 
ment and concentrate on a wholly pragmatic test: will the present policy work! 

We have already discussed in general terms our reasons for believing it will 
not work. Our specific reasons for doubting the efficiency of present NASA 
patent policy are detailed in our specific comments below. 


SPECIFIC COMMENTS 


1. Present policy is inequitable—tThe patent provisions of the National Aero- 
nautics and Space Act taken as a whole do not, in our judgment, meet basic 
standards of equity with respect to NASA contractors and subcontractors. We 
admit the apparent plausibility of the argument that the Government should be 
authorized to acquire title to inventions made under a NASA research and de- 
velopment contract by a person who is employed or assigned to perform research 
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and development work. We hasten to add, however, that we disagree with such 
a policy of government acquisition of title to contractor inventions because of 
its adverse effects on private business incentives to invention and innovation. 
On the other hand, we fail to see any equitable considerations justifying a policy 
under which, in accordance with section 305(a) (2) of the act, the Government 
may acquire title to inventions under a NASA contract or subcontract, even when 
the invention is not related to the objectives of a research and development con- 
tract, or when the inventor is not employed or assigned to research and develop- 
ork. 

pry the patent provisions of the act go far beyond the well-settled doctrines 
of the common law in this area. Under the common law, if an employee is not em- 

joyed to invent, any invention which he may conceive belongs to himself and not 
to his employer. When he uses his employer’s equipment, materials or time in 
making the invention, the employee still owns his invention although the employer 
js entitled to a “shop right,” a nonexclusive, irrevocable license to use the inven- 
tion. This common law “shop right” is what the Department of Defense acquires 
with respect to inventions first conceived or reduced to practice during the per- 
formance of DOD research and development contracts, under the standard clause 

ribed by ASPR 9-107. 

2. Present policy conflicts with DOD patent policy.—The problems created 
by the existing Space Act patent policy are compounded by the fact that con- 
tractors or subcontractors frequently will be performing the same type of work 
for both the Department of Defense and NASA. In many cases the contract may 
peentered into with the Department of Defense although the item in question will 
ultimately be furnished by the Department to NASA. In such situations the De- 
partment of Defense itself is required to use patent clauses based on the Space 
Act. Again we cite the testimony of Mr. John A. Johnson, General Counsel of 
NASA: “Yet the emphasis on taking title imposes restraints which prevent NASA 
from contracting for lesser rights in inventions made by contractors where the 
interests of the Government do not require acquisition of title.” 

3. Present policy lacks rationalization.—It is impossible to speculate on the 
reasons for the unique NASA patent policy because the legislative history of the 
Space Act includes nothing on this point. There is a brief discussion of the patent 
provisions in the final Senate-House conference report on the act, but no reasons 
for the adoption of such provisions are stated. Furthermore, neither private 
industry nor the patent bar was afforded the opportunity to present its views 
on any such unique patent provisions during the public hearings on the Space 
Act. 

4, Present policy impedes participation by private industry in the NASA 

space program.—Perhaps even more important than the considerations of equity 
and consistency referred to above are the very obvious disincentive features of 
these patent provisions to which we have referred above. Private industry has 
indicated on many occasions its fears and doubts concerning work for NASA, 
either at the prime or subcontract level, in view of the present presumption in 
favor of government rather than contractor ownership of inventions made dur- 
ing the performance of NASA contracts.? A governmental policy such as the 
patent provisions in question, which tends to discourage private industry from 
exerting its best efforts with regard to research and development pertaining 
to space exploration and technology appears especially unfortunate at the pres- 
ent time because of Soviet competition in this area. Moreover, the unique pro- 
visions of the Space Act appear to contradict efforts of the Department of De- 
fense at the present time to increase contractor incentives for military research 
and development work, much of which concerns missiles, rockets, and space 
craft. 
Therefore, for reasons of equity, consistency, and business incentives, we sup- 
port and commend the NASA proposal that the patent provisions of the Space 
Act be amended so as not to require the Administrator to acquire title to all 
inventions made under NASA contracts when a specified employee-contractor 
relationship exists. 


20n this point, see G. D. O’Brien, and Gayle Parker, “Property Rights in Inventions 
1980 National Aeronautics Space Act of 1958,” 19 Bar Journal 255 
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Acquisition of title to inventions should be reserved to be used by Governmen, 
only in cases of critical importance 
With respect to the specific amendments urged by the Administration, we have 
some suggestions for modification. Under the NASA proposals the Administra. 
tor would have the authority to insert in each NASA contract, and each Sub. 


contract at all tiers thereunder, “Provisions * * * governing the disposition of | 


the rights to inventions * * * in a manner calculated to protect the public jp. 
terest and the equities of the contractor.” 

This delegation of authority to the Administrator to decide whether to ae. 
quire title to contractor inventions contains standards so generalized as to 
for practical purposes nonexistent. Such a delegation of authority to NASA @ 
to any other Federal agency seems to us unwise. 

Since it is clear that under the common law NASA would retain at least g 
shop right to any invention conceived or reduced to practice during the per. 
formance of a NASA research and development contract, we propose that the 
Administrator be permitted to acquire title to only such inventions as are (1; 
the product of or directly related to the research and development work calle 
for by the contract, and (2) of critical importance to space flight or technology, 
and only after the contractor in question has refused to license others to yg 
the invention under reasonable terms. The actual language of the criterion, we 
feel, can be worked out with the aid of experts on space technology within both 
the Government and private industry. It should be emphasized, however, tha 
the Administrator should regara@ his authority to acquire title as an extraop. 
dinary power to be used only in a case involving a major breakthrough in spac 
technology. 


This concludes our statement on the patent provisions presently under ¢op. | 


sideration by the subcommittee. If the institute can be of any further assist. 
ance to the committee in its consideration of this problem, we shall be very 
pleased to help. 
Respectfully, 
CHARLES W. STEWART, President, 


THE GENERAL COUNSEL OF COMMERCE, 
Washington, D.C., December 15, 1959, 
Hon. ERWIN MITCHELL, 
Chairman, Subcommittee on Patents, and Scientific Inventions, Committee m 
Science and Astronautics, House of Representatives, Washington, D.C. 
(Attention : Mr. Philip B. Yeager, committee consultant. ) 

DeaR Mr. CHAIRMAN. This is in reply to your request of December 1, 1959, 
with respect to the patent policies enforced by the Department of Commerce jp 
its research and development contracts. 

As you know, the Department does not enter into many such contracts. There 


is attached a table of expenditures in this field to provide a background for } 


measuring these activities of the Department. 

The bureaus of the Department are of the view that a uniform policy in the 
matter of patent rights should not be imposed but rather there should be flexi- 
bility to allow negotiation with respect to whether the Government takes the 
entire right to inventions made or settles for something less, never less than a 
nonexclusive license for governmental use. This procedure is followed in the 
Department of Commerce generally. 

Because of special circumstances which arise in connection with research ani 
development work undertaken for the Maritime Administration and_ because 
this bureau accounts for the preponderance of contracted research, as shown by 
the attached tabulation, special detail is warranted regarding the policies 
practiced by that bureau. 

Research financed by the Maritime Administration falls into either one of two 
general categories. In the first is that which is entirely maritime research not 
related to special nuclear material or atomic energy and in the second category 
is that research having a relation to special nuclear material or atomic energy. 

The Maritime Administration has issued no published regulations regarding 
the disposition of patent rights arising from Administration-financed research. 
However, generally, Administration policy for research in the first category is 
to reserve to the Government at least a nonexclusive, irrevocable, royalty-fre 
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Jieense to use for any governmental purpose any invention or discovery under 
any patent rights which may arise from such research. 

For research in the second category, it is the policy of Maritime to follow the 

liey of the Atomic Energy Commission as authorized by the Atomic Energy 
‘Act of 1954, as amended, and as set forth in chapter 9113 of the “Manual of the 
Atomie Energy Commission.” Depending upon how closely related to the re- 
search and development work of the Atomic Energy Commission is the particular 
research work contemplated, chapter 9113 provides for the use of any one of 
three patent clauses. In the first clause, the Government retains sole power 
to determine and dispose of any patent rights that may arise and not rights are 
retained by the contractor. In the second, the Government retains sole power 
to determine and dispose of any patent rights which may arise, and the con- 
tractor is allowed to retain at least a nonexclusive, irrevocable, royalty-free 
license under such patent rights. In the third clause, the Government retains 
sole power to determine and dispose of any patent rights which may arise, and 
the contractor is allowed to retain at least a sole (except as against the Govern- 
ment or its account), irrevocable, royalty-free license under any such patent 

ts. 
7 we can be of further assistance in this matter, please call on us. 
Sincerely yours, 
Rosert J. Dopps, Jr.. General Counsel. 


Obligations for conduct of scientific research and development performed by 
profit organizations and educational institutions 


[Thousands of dollars] 


Fiscal 1958, | Fiscal 1959, | Fiseal 1960, 


Bureau actual estimated estimated 
National Bureau of Standards---_-_._-_-.-.----.------------- 30 163 163. 


Maritime Administration. 's 1, 937 5,718 5, 850 


THE Dayton PATENT LAW ASSOCIATION, 
Dayton, Ohio, December 16, 1959. 
Hon. ERwin MITCHELL, 
Chairman, Special Patent Subcommittee, 
House Space Committee, 
House Office Building, Washington, D.C. 

Dear Sir: The Dayton Patent Law Association on December 11, 1959, adopted 
the resolution, submitted herewith, with regard to the patent provisions of the 
Space Act. 

Respectfully, 
JOHN D. UpHam, Secretary. 


RECOMMENDATION OF THE DAYTON PATENT LAW ASSOCIATION WITH REGARD TO 
RIGHTS 


Section 305. Property RIGHTS IN INVENTIONS.— 

(a) Each contract or other arrangement entered into by the administration 
and each subcontract and all tiers thereunder which has as one of its purposes 
the performance of experimental developmental or research work shall contain 
provisions prescribed by the Administrator governing the disposition of the 
rights to inventions conceived or first actually reduced to practice thereunder 
in a manner calculated to protect the public interest and the equities of the 
contractor. 

(b) The Administrator, or his designee, may, whenever the contract provides 
for the vesting of title to an invention in the United States, waive the rights 
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of the United States to such inventions on such terms and conditions ag he 
determines to be in the best interest of the United States; provided, that ap 
such waiver shall be subject to the reservation of an irrevocable, nonexclusive, 
nontransferrable, royalty-free license for the practice of such inventions througp. 
out the world by or on behalf of the United States or any foreign government 
pursuant to any treaty or agreement with the United States. 

(ec) The Administrator may waive upon the same terms as provided in syp. 
section (b) of this section all or any part of the rights of the United States to 
inventions made in the performance of any work under any contract heretofore 
entered into by or for the Administration which have become the exclusive 
property of the United States. Any contract heretofore entered into by or for 
the Administration, on which final payment has not been made may be amendeg 
without consideration to effectuate the purposes of this section; provided that 
no such amendment shall affect the status of inventions which have become 
the exclusive property of the United States. 

(d) The Administration shall be considered a defense agency of the Uniteg 
States for the purpose of chapter 17 of title 35 of the United States Code, 

Since the Patents Subcommittee of the Committee on Science and Astronautics 
of the House of Representatives is currently holding sessions and hearings, it 
is urged that the resolution of the DPLA in accordance with the above be 
communicated to the members of such subcommittee before the expiration of 
their hearings on December 18, 1959. 

Section 306 of the NASA statute was also considered by the legislative com. 
mittee, and although no recommendations are being made in view of the current 
emphasis on section 305, it was noted that section 306 of the Space Act may be 
objectionable on the basis that it establishes a “monetary awards system” ip 
competition with our patent system, in those areas of patentable inventions jp 
the conduct of aeronautical and space activity. The legislative committee calls 
attention of the members of the DPLA to section 306 at this time, in view of it 
being another step in a continuing trend away from the patent system. 

DecEMBER 11, 1959. 


DECEMBER 16, 1959, 
Mr. Harry B. Fucus, 


Vibramotor, 
New York, N.Y. 


Dear Mr. Fucus: Thank you for your letter of December 7, and I presume 
that copies of a similar letter were sent to other members of the Patent Sub- 
committee of the House Committee on Science and Astronautics. In the event 
you haven't, I have taken it upon myself to forward my copy to the committee 
counsel with the suggestion that your views should be included as part of the 
record in the recently concluded hearings on the proposed changes to the patent 
section of the NASA law. 

Thank you for letting me have the benefit of your thinking on this subject 


of tremendous importance to the continuing growth and development of this 
country. 


Sincerely, 
JAMES M. QUIGLEY, 
Member of Congress. 


New York, N. Y., December 7, 1959. 
Hon. JAMES M. QUIGLEY, 


US. Representative from Pennsylvania, 


DEAR REPRESENTATIVE QUIGLEY: It is not pleasant to note in the report pre- 
pared for the Senate Foreign Relations Committee that ‘the missile gap will pose 
the greatest danger to its security that the United States has ever faced.” This 
is not unexpected in view of the attached letterprints which I sent to all Men- 
bers of the 85th U.S. Congress 2 years ago, and which were ignored. 

The current NASA proposal for watering down its patent policies will enrich 
only the industrial companies and not the individual inventors employed by 
them. Competent American inventors are aware of the Soviet certificate of 
authorship, of which you can obtain full information from the U.S. Department 
of State, under which individual Soviet inventors are recognized and respected 
and well rewarded financially for their inventions. 


3 SRPESEE 
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As the big-name American engineers and scientists have proved to be incom- 
t in competition with the Russians, it is time that American inventors are 
called on to prove their abilities. 

At the recent Soviet exhibition in the Coliseum in New York, I met several of 
their top engineers and scientists, including Dr. O. Aven who was in charge of 
their automation and controls exhibit. They are using my Vibramotors in their 
control systems which are much simpler and more reliable than the overcom- 

cated and troublesome synchro control systems still being used extensively 

the United States. They are concentrating on simplification in control sys- 
tem, without impairment of function. 

A thorough investigation of U.S. technological practices with necessary cor- 
rective measures is most essential. 

Sincerely, 
Harry B. Fucus. 


To Members of the 85th U.S. Congress. 

GREETINGS : President Eisenhower's speech, as reported in the New York Times 
dated November 14, 1957, is thought provoking, but apparently he is misinformed 
as to the basic cause for the lag in our scientific progress. ; 

There is no shortage of engineers and scientists, but rather a shortage of that 
rare quality of intuitive insight which is inherent in inventors, and lacking in 
most graduate engineers and scientists who are encouraged by their employers 
to overcomplicate designs and developments in the interest of larger contracts for 

ter profits. 

Mere allocation of additional funds will not accelerate scientific progress ; but 
the drafting of inventors with records of issued patents in specialized fields can 
definitely do so. However, Congress will first have to enact laws abolishing the 
pondage contracts, in violation of the 13th amendment to the Constitution of the 
United States, which compel inventors to assign to their employers all inven- 
tions made by them during the period of employment and beyond termination of 
employment. American inventors are not serfs and will not exert their best 
efforts without substantial financial rewards and proper respect. 

To cite one example of the lack of regard for inventors, in the New York 
World-Telegram & Sun dated February 23, 1955, in the article “Evacuation Plan 
Called Outmoded by H-Bomb,” it is stated that the U.S. Army disclosed that 
smokescreens spread over target areas will reduce the effects of atomic explosion. 
This system was invented by me in 1945; was suggested to Government depart- 
ments by me at that time and upon failure to receive replies therefrom was 
included in my biography in volume 5 of “Who’s Who in Commerce and Indus- 
try,” which was published in 1946. Neglect by Government officials to give credit | 
to me for this major invention constitutes contempt for inventors and, therefore, 
justifies contempt of inventors for Government officials. 

It was the freedom and opportunities afforded inventors that made possible the 
development of industrial United States, and in view of the methodical technical 
advance of the Russians the continued mistreatment of American inventors by 
industrial racketeers can retard the continuation of that development. A con- 
gressional investigation into the present welfare of captive and free inventors 
in the United States is essential if the present lag in U.S. scientific progress is 
to be overcome. 


Respectfully submitted. 


48827 O—59——_37 


he 
any 
sive, 
ugh. 
sub 
S to 
fore 
Sive 
for 
ded 
that 
ome | 
ited 
ties 
be 
1 of 
‘om- | 
rent 
| 
in 
S in 
alls 
tit | 
9, 
ime 
sub- 
vent 
ttee 
the 
tent 
ject 
this 
8, — 
9, 
pre- 
wose 
“his 
em- 
rich 
by 
| 
ent 
‘ted 


Reprinted from THE TRADEMARK REPORTER® 
Vol. 47, No. 9, September, 1959 
Copyright © 1959, by The United States Trademark Association 


THE TRADEMARK 


Part | 


OBSERVATIONS ON THE TRADEMARK AND PATENT 
SYSTEM IN THE U.S.S.R.t* 


By Stephen P. Ladas** 


Following previous arrangements, I went to Moscow at the 
end of May, 1959, to study the practical workings of the trademark 
’ and patent system in Soviet Russia. During my visit I was given 
the opportunity of extended conferences with the Bureau of Dis. 


coveries and Inventions, which is the central authority, correspond. , 


ing to our Patent Office, and deals with the registration of trade. 


marks and the grant of patents or Certificates of Authorship of — 


Inventions. I have also been able to collect additional information 
from other sources. This constitutes a report on my findings. 


TRADEMARK SYSTEM 


The Trademark Law of the U.S.S.R. is a normal kind of legis. 
lation, which does not call for special comments as a whole. The 
law defines trademarks broadly as any distinctive sign, such as 
seal, brand, mark, ticket, tag, wrapper, design, emblem, original 
names and words, their combinations and representations, and con- 
tainers of a distinctive nature. 


The law contains exceptions to registration with respect to » 


descriptive and generic terms, and those which infringe prior 
rights. It also excepts letters or figures which, in themselves, do 
not possess distinctiveness. The marks are examined with regard 
to registrability and anticipation. 

Registration is granted for any term requested by the appli- 


cant. It must be renewed prior to expiration, and a grace period ' 


¢ 10.—FOREIGN LAW. 
13,— PATENTS. 

* The Trademark Reporter® is pleased to publish this very timely article. It will 
be noted that this report covers not only the trademark but also the patent operations 
of the Russian Patent Office. This has been done because it is believed that the entire 
operation, and not only a portion thereof, should prove of great interest to members of 
‘the Association.—A, A, M. 

** Partner in the firm of Langner, Parry, Card & Langner, New York; member 
of Executive Committee of A. I. P. P. I.; secretary of the International Patent and 


Trademark Association; chairman of the International Commission on Industrial Prop | 


erty of the International Chamber of Commerce. 
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of two months is granted, at the end of which the owner is deemed 


to have abandoned his right to the exclusive use of the trademark. 

Assignments as well as transfers of exclusive rights to the 
yse of a trademark, i.e., licenses, must be recorded within three 
months from the date of the assignment or transfer. 

Foreigners may apply for registration, provided U.S.S.R. 
institutes and enterprises enjoy the right of registration in the 
applicant’s country on the basis of reciprocity, but in addition, they 
are required to show that the trademark is registered in their 
home country. Registration in the U.S.S.R. will be granted to a 
foreigner only for a term not exceeding that of his home regis- 
tration. If the registration of a trademark in the U.S.S.R. is based 
on several Certificates of Registration in the home country of the 
applicant, the term of the Russian registration is limited to the 
term of the home registration which expires earliest. For example, 
if registration is granted in the U.S.S.R. in 1960, based on two 
United States registrations, one obtained in 1945 and the other in 
1948, the Russian registration will have to be renewed in 1965 and 
again in 1968. Each time a legalized Power of Attorney and a 
legalized certified copy of the home registration must be filed. 
These documents will have to be officially translated and costs of 
such translation must be paid, in addition to filing and publication 
fees. 

I asked whether the requirements relating to home registra- 
tion could not be abolished for nationals of countries which do not 
require proof of home registration for Soviet applicants. I was 
advised that, since the basic principle of Soviet law is reciprocity, 
such exemption might be possible, provided proper presentation 
was made through official channels to the Soviet Ministry of 


Foreign Trade. 


At first sight, one may question the whole idea of trademarks 
and registrations in the U.S.S.R. Trademarks, as we understand 
them today, can be conceived only in terms of competition. Their 
very essence depends on the existence of competitors in the market 
place and the necessity for distinguishing similar goods of manu- 


| faeturers and traders. In the U.S.S.R. all factories and shops are 


State owned and produce according to government formulae. There 
is a compulsory requirement that all such products must bear a 
label disclosing the name of the factory, its location, and a grade 
number of the standard and quality of the product. In fact, most 
products display no more than these indications. But as the range 


, of consumer products is increasing, a little more attention is paid 
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to individuality. Factories and shops are permitted to use what are | 
ealled distinctive signs (“moptobad marca”) and these are useq 


by factories which believe that they produce particularly goog | = 
articles in the consumer field, such as canned goods, cigarettes, 
watches, hats, chocolates, pastry, bread, etc. Regardless of govern. | 
ment formulae, some factories or shops may make articles of this ’ ™ 
kind a little better than others using the same formulae. They are 7 
allowed to sell them at higher prices. People stand in line to buy 
these goods rather than those of other factories. Some adventure. 
some government factories or shops have even discovered the value 
of a good picture on the label or carton, and this seems to be i 
especially so for cigarettes. . 
Another development is related to the growing export of Soviet a 
finished products, as distinct from raw materials and bulk goods, s 
to foreign countries. For instance, under the recent five-year Trade } 
Agreement between Great Britain and the Soviet Union signed jn | ; 
Moscow on May 24, 1959, the Soviet Union will export to Great | : 
Britain cars, cameras, clocks and watches, matches, musical instrn. ’ 
ments, medicines, toys, works of applied art, tinned crab, vodka, | be 
wine and brandy. I was advised by the Bureau of Discoveries and r 
Inventions that Soviet enterprises are required to use trademarks 
on such export articles. ; 
I have examined the “Bulletin of Registered Trademarks” No, | 
9 published by the Bureau, which contains registered trademarks, | . 
This covers Registrations Nos. 17888 to 18274 for the period from | F 


February to October 1958. Of the 386 registered trademarks in | 
cluded in this Bulletin, I find that 0 


39 are East German trademarks 
20 are Czechoslovakian trademarks 
6 are West German trademarks 
5 are American trademarks 

5 are British trademarks 


2 are French trademarks I 
1 is an Austrian trademark t 
1 is a Swedish trademark 4 


and the remaining 307 are trademarks of Soviet enterprises. Most 
of the Soviet marks are devices or design marks or marks con- 
sisting of combinations of figures and letters. , 
The Bureau advised me that, in connection with the use of | 
trademarks by Soviet enterprises in export trade, they are anxious | 
to avoid infringing foreign trademarks. This is hardly likely with _ } 
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the kind of device trademarks the Soviet enterprises now use and 
register. But if they should commence using word marks or 
symbols, as the East German and Czechoslovakian enterprises do, 
the danger of infringement would be more likely. Many of the 
marks of the Czechoslovakian and East German enterprises have 
a distinctly “Western” character. 


PATENT SYSTEM 


Patent law has evolved in Soviet Russia in a manner which in 
fact abolished “the exclusive right to make, use and vend the 
invention,” as we understand it. First, the law of June 30, 1919 
decreed the nationalization of all inventions with remuneration to 
the inventor. Then the patent law of September 12, 1924, adopted 
with the advent of the New Economic Policy, reinstated a patent 
regime similar to that in Germany. With the Socialist reconstruc- 
tion era, the law of April 9, 1931 introduced an entirely new system 
of Author’s Certificates for inventions, parallel to patents. This 
was replaced by the law of March 5, 1941 which in effect nationalizes 


inventions by eliminating in most cases the possibility of a patent. 


And now the latest law of April 24, 1959 continues the same system 
with more liberal provisions for remuneration and more assurances 
for it. 

The principal aim was from the beginning “to encourage mass 
invention and set free the creative abilities of the working masses.” 
As the resolution of the Central Committee of the Communist Party 
of October 26, 1930 put it: 


“Mass invention, as one of the most important forms of the 
workers’ direct participation in the socialist rationalization of 
industry, acquires special significance during the enormous 
growth of socialist construction and of the creative initiative 
of the working class.” 


It was intended also to put an end to capitalist “bureaucratic dis- 
tortions, inertia, red tape and, in more instances, downright 
sabotage.” Those who have read Dudinstev’s “Not by Bread Alone” 
may be permitted to doubt that this particular object has been 
accomplished. 

The legislation of 1931 also purported to change the old system 
of granting to an inventor an exclusive right to his invention 
through a patent and to institute a new system of relationship 
between the inventor and the Communist State, which would make 
him “an immediate participant in socialist construction . . . with 
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guarantee of proper remuneration on a fixed scale.” This relation. | ant 
ship is supposed to be created by the grant of Certificates of est 
Authorship rather than patents. «kn 

The latest law of April 24, 1959 is entitled “Regulations 9, — fo! 
Discoveries, Inventions and Innovations” and is supplemented by 8 
“Instructions on Remuneration for Discoveries, Inventions anq 
Innovations.” This law does not change the basic concepts of the mit 
law of 1931. Its principal object appears to be to tighten th da 
procedure and to eliminate the abuses with regard to the utilizg. du 
tion of inventions as related in Dudinstev’s remarkable book obi 
“Not by Bread Alone.” pr 

The name of what constitutes the Patent Office is row changed W! 
from Committee of Inventions to “Bureau of Inventions and Dis. 3B! 
coveries at the Council of Ministries of the U.S.S.R.”. The lay im 
consistently refers to it by this long name but I may be permitted {a 
hereafter to refer to it as “the Bureau.” its 

A novel feature of the new law is the inclusion therein of | ™ 
Discoveries as distinct from inventions. Indeed, the law defines 
Discovery as “the establishment of previously unknown features of i. 
existing laws, aspects and effects in the materialistic world.” 4 | ™ 
Diploma is granted for Discoveries, with the exception of geo. th 
graphical, archeological and paleontological discoveries, discoveries | 
in the field of public or social science and discoveries of deposits 
of mineral resources. 

An application for a Diploma of Discovery can be made to the | 
Bureau by the author himself or, in case of his death, by his heirs | 
or by an enterprise or organization instructed by the author. The | 
application must contain a description of the essence of the dis. 
covery with supporting documents. It is forwarded to the com- 
petent Academy or Scientific Institute who must, within a period ° 
of not more than three months, give their decision on the orig. 
inality of the discovery and recommend its exact formulation. Upon 
granting a Diploma of Discovery, the Bureau also pays to the 
author at once “an incentive reward” in the amount of not more 
than 50,000 rubles (at the tourist rate of exchange, about $5,000). 
This reward is not taxable. Apparently, the determination of the — 
amount is entirely at the discretion of the Bureau, although I am | 
advised that the competent Academy consulted by the Bureau 
makes suggestions. 

The new Soviet law continues to cover, as the old law did, two 
distinct subjects, which are not always clearly distinguished in | 
Soviet publicity material, which speaks generally of “inventions fh 
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and technical or useful improvements.” The new law at least 
establishes a clear distinction by calling what were previously 
known as suggestions for technical improvements and propositions 
for rationalization of production by the new name of Innovations 
as distinct from Inventions. 

Innovations are proposals for improvement of adopted tech- 
niques for machines, engines, implements, instruments, accommo- 
dations, devices, assemblies, etc.; improvements in releasing pro- 
duction, and in technology of manufacturing; methods of control, 
observation and investigation of techniques of safety and workers’ 
protection ; and proposals permitting increase of productivity of 
work, more effective utilization of energy, equipment and material. 
Briefly, Innovations are, in fact, what we call “suggestions” for 


_ improvement of workshop technique, and which practically every 


factory in the United States and other industrial countries invite 
its employees or workers to make with promise of reward by the 
management. 

Innovations in Soviet Russia and, indeed, in other Communist 
countries are covered by the same law as inventions, probably for 
two reasons: They are thus raised to a greater dignity; and then 
the law governs their utilization and fixes the schedule of remunera- 
tion paid to the authors thereof. 

A proposal for Innovation is filed in the form of an applica- 
tion with a brief description and, if necessary, with drawings, 
diagrams or sketches. The application is dealt with on a local 
basis. It is filed directly with the Section or Bureau of Inventions 


and Innovations established in each enterprise or organization. 


If the Innovation is of a nature that can be utilized also in enter- 
prises other than that to which the worker belongs, it may be filed 


with the regional Economic Council or with the competent Min- 


istry of the constituent Soviet Republic. The decision to accept or 
decline the proposal for the Innovation is the responsibility of the 
manager of the enterprise or organization or of the Economic 
Council or Ministry and this must be given within 15 to 45 days. If 
the applicant complains against the rejection, the matter must be 


’ reconsidered by the management, together with the local Commit- 
_ tee of Workers in the presence of the applicant. Originality is not 


a requirement. Therefore, the same technical improvement may 
be filed in two different State enterprises or sections of the country 
by two different persons independently of each other. 

After acceptance, the Innovation must be tested and intro- 
dueed by the enterprise or organization. This is important because 
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the remuneration to the applicant depends on the utilization of the 


Innovation. 

I was advised that in 1958 a total of about 2,000,000 Innova. 
tions were filed in Soviet Russia and that 75% of these were 
accepted. It is difficult to say how this figure compares with the 
number of suggestions made by workers or employees in nop. 
Communist countries. It is understandable, however, that the 
number in Soviet Russia may be higher. In many branches of 
Soviet industry the level of development has been much lower 
technically than in Western industrial countries, and it is possible 


| 
| 


that workers and employees, technically trained or imaginative, 


may have ideas of technical and useful improvements. 

On the other hand, there is a greater incentive for submission 
of such suggestions since their acceptance may lift the applicant 
above the common level of low paid workers, not only through the 
earning of the rewards fixed by the law, but also through the 


enjoyment of fringe benefits which are also provided by the same © 


law. 

Inventions are defined in the law as “the solution of any tech- 
nical problem distinguished by a remarkable originality and which 
produces positive results in any field of national economy, culture, 
health or defense of the country.” The author of an Invention 
theoretically has a choice to apply either for the mere recognition 
of his authorship, in which case an Author’s Certificate is granted 
to him, or for the exclusive right to the invention, in which case 
a Patent is granted. 

Neither Author’s Certificates nor Patents are granted for 
products obtained by chemical means, but patents and certificates 
may be granted for chemical processes. Certificates can be granted 
for medicinal or food substances obtained by non-chemical means, 
as well as for processes. But patents are granted only for processes 
in these fields. 

A Certificate of Authorship automatically vests in the Soviet 
Government the exclusive right to the invention. A patent is gen- 
erally comparable to a patent in non-Communist countries. But 
although the issue of the latter is provided for, the provisions of 
the law seek to discourage the taking out of patents. The Bureau 
advised me that very few applications for a patent are filed by 
Soviet citizens in Russia. The reasons are several: 


(a) It is obvious that in the climate of Soviet Russia, the desire 
by an inventor to claim exclusive rights and to deny to the 


of 
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State the right to use an Invention is not looked upon 
favorably. 


va- (b) While the law has strict provisions calling for the prompt 
| utilization of an Invention for which an Author's Certifi- 


the cate is issued, no such provision is made for patents. 
o Since suppression of private free enterprise leaves very 


little room, if any, for private exploitation of an invention 
the | of any consequence, a patented Invention may never be 


of utilized, unless it is really important and the State is com- 
ver pelled to go to the patentee for a license. 
ble | (c) Owners of Author’s Certificates pay no taxes for remu- 
ve, neration received up to 10,000 rubles (about $1,000), while 
| patentees are fully taxed. 
ma (d) The fringe benefits provided by law for inventors are 
int available only to those obtaining Author’s Certificates. 
mi (e) No fees are payable for the application or issue of Au- 
thor’s Certificates, as compared with the case of Patents, 
- for which filing fees, appeal fees, granting fees and an- 
h nuities are payable. 
ch (f) Finally, in a number of cases, only Author’s Certificates 
ean be applied for. These are cases where the Invention 
De results from a collective creation; when the Invention is 
e made in conjunction with the work of the inventor in a 
on Government, Cooperative, Public Enterprise, or Organ- 
ed | ization, or at the inventor’s job; and when the inventor 
se received financial or other material help for the working 
out of his Invention from a Government, Public Enter- 
or! prise, or other Organization. In view of the absence of 
es any private research institutions or private industrial 
ed enterprise, these limitations which exclude the issue of a 
8, patent do in fact cover the typical Soviet working en- 
e8 vironment of an inventor. 
a? I was advised that in 1958 about 38,000 applications for 
vs Author’s Certificates or Patents were filed in Soviet Russia and 
i that only 25% of these were granted. Of these, 300 applications 
: were filed by foreign applicants, and of these 200 were for Author’s 
: Certificates and 100 for Patents. These foreign applicants include 


those from satellite countries. 

The Soviet law, of course, contains a special chapter on secret 
discoveries, inventions and innovations. It also provides that pat- 
re enting inventions abroad by Russians can be effected only with the 
he / permission of the Bureau. The obtaining of licenses under foreign 
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patents can be secured only by the Ministry of Foreign Trade a 
the request of the interested enterprises or organizations and soul 
the agreement of the Bureau. 

The right to obtain a Diploma for a Discovery and an Author's 
Certificate or a Patent for an Invention, and also a Certificate fo, 
an Innovation, as well as the remuneration for these, may be jp. 
herited. 


Procedure 


If we leave out of consideration the nature of the right of the | 


inventor in an Author’s Certificate and in a Patent, for the reg 
the two are alike. The same requirements are in force for the 
application in the sense that for both the application must give g 


complete disclosure with specification, drawings, etc.; they both are _ 


similarly examined for novelty and usefulness; and a Certificate 
and Patent when published look alike except for the name by which 
they are called. 

Both are filed by the inventor or his heirs, or the enterprise 
or organization instructed by him, with the Bureau. If the applica. 


tion is found deficient, the inventor is required to complete it — 
within a month. The Bureau then issues a statement of acceptance — 


of the application for consideration. For a period of a month, the 
applicant has the right to add to or correct the description. 

The application is investigated for essentiality, novelty and 
usefulness of the invention. Usefulness is considered from the 
point of view of immediate or possible future utilization. Novelty 


is considered in the light of issued Author’s Certificates, Soviet or , 


pre-Soviet and foreign patents, previously submitted applications, 


native and foreign literature, published reports of scientific or — 
research institutes, etc. It is not a bar to an application for an | 


Author’s Certificate, as distinct from an application for a Patent, 
that the inventor published his invention within less than four 
months prior to filing or that information on the invention or util- 
ization of the invention has been made without the knowledge of the 
inventor in less than a year prior to the filing of the application. 

I was advised that the greater number of rejections of applica- 
tions is due to lack of novelty. The Bureau has a small number of 
Examiners and relies primarily on outside consultants, whose 


number was indicated to me to be about 900. I was told that the - 


reason for this is that inventions now are so complex and so varied 
that it seems more practical to rely on such consultation rather 
than attempt to develop a body of Examiners in the Bureau. In 
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fact, the entire force of the Bureau consists of only 350 persons, 
with including clerks, typists, ete. 

The consultants of the Bureau are scientists or technical ex- 
| rts of the competent Ministries, Councils of National Economy, 


he - Gcientifie Institutes or other State bodies. They are required to 
yin. present their opinion on the application within two months. In 
- gnother two months, the Bureau must accept or reject the applica- 
tion. In case of acceptance, the Bureau gives the formulation of 
' the invention which constitutes the claim or claims embodied in the 
‘the  jnvention as accepted. The applicant has a month within which to 
rest contest the action of the Bureau and the Bureau will reconsider the 
the matter within a month. The decision of the President of the Bureau 
yea on such reconsideration is final. 
are Upon grant, the Bureau will publish the invention in its Bul- 
cate _—jetin of Inventions and will issue the Author’s Certificate or Patent. 
hich © However, the Bureau has the right “in order to protect the in- 
terests of the Government” bf postpone or not to publish a par- 
rise ticular invention. 


ica- Within a year from publication (or issue, in the case of 
e it non-published inventions), the Government, Cooperatives, Public 
Enterprises or Institutes, or any person may enter a protest and 
the | the Bureau passes upon such protest. After a year, an Author’s 
Certificate becomes incontestable, but a Patent may be invalidated 
and | atany time until its expiration. 
Patents are issued for a term of fifteen years from the date 
lty | of the filing of the application. An inventor, however, may at any 
tor , time request that a Patent be converted into an Author’s Certificate, 
ms, provided no license for its utilization has been granted and pro- 
or _ vided that the Patent has not been transferred. 


i Utilization of Inventions and Innovations 
vie The old Law of 1931 had two provisions with respect to the 


ti]. . use of inventions for which a patent has been issued. It was first 
the | provided that a patentee was required to manufacture his inven- 
tion completely within the U.S.S.R. In the absence of such working 
ea. Within three years from the issue of the patent, a compulsory 
‘of license might be ordered at the request of any State enterprise or 
ose 4~«Cs:«OYanization interested in the invention and the amount of com- 
the » pensation to be paid to the patentee was determined administra- 
‘ed __—stively. It was further provided that if an invention was deemed 
‘er useful to the State, and no agreement was possible with the pat- 
In | ¢ntee, compulsory expropriation might be ordered at any time (and 
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therefore immediately upon grant). A compensation was payable 
to the patentee as determined by the Committee of Inventions, 
Thus, compulsory expropriation or compulsory license were 
the only ways in which patentees could normally commercialize 
their rights in the U.S.S.R. The present law of 1959 has no proyi.- 
sion for working of patents and for compulsory license in the 
absence of working. In the absence of possibility of private enter. 
prise, such a requirement is indeed meaningless. On the other 
hand, the word “expropriation” is not mentioned, but it in effegt 
exists. The provision of the new law is that if an invention has 
a special value for the Government and if a Ministry Department, 
Council of National Economy, or Executive Committee of the 
Soviet Workers Deputies can arrive at an agreement with the 


patentee to release his rights, in such a case permission for the ° 


utilization of the invention by the enterprise concerned can be 
issued only by the Council of Ministers of the U.S.S.R. It is this 
Council of Ministers which also establishes the remuneration to 
the patentee. 


On the contrary, with respect to Author’s Certificates, the 
vesting of the exclusive right in the Soviet Government is bound 
up with the right of the inventors to receive remuneration and 
since such remuneration is based on utilization of the invention, 
the law has specific and strict requirements for proceeding with 
such utilization. 

Every three months the Bureau of Discoveries and Inventions 
sends a list of all new inventions, with their supporting documents, 
to the Councils of Ministers of the various Soviet Republics, and to 
the Ministries, Departments, Cooperative Centers, and also to the 


Regional Soviets of Workers Deputies. These authorities are re — 


quired to examine the inventions and adopt decisions for their 
utilization and their inclusion in the schedules of the enterprises 


and organizations. In the case of very important inventions, the . 


Bureau may go directly to the Council of Ministers of the USSR. _ 


with proposals for utilization. 


The above authorites are required to determine the enterprises | 


or organizations which will have the responsibility of the utiliza- 


tion of the invention, i.e., preparation of working drawings, tests, 


organization for the manufacture, etc., and they must advise the 
Bureau. The inventor has the right and obligation to give his full 


cooperation toward the utilization of his invention and the enter 


prise charged with the particular invention must report every 
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three months to the Bureau with respect to what has been done. 
The inventor must also take active part in the consultations, tests 
and all experimental work. During all this time, he retains his 
ysual employment and he is paid as usual. 

Undue bureaucracy and red tape in connection with the intro- 
duction of the invention is made a criminal offense. Complaints 
of the inventor are dealt with, at first, by the management of the 
enterprise with right to appeal to higher authorities. To further 
promote assistance in the introduction of the invention, the law 
provides for payment of bonuses to workers assisting in this task 
and also to directors and chief engineers of enterprises and to 
leaders of scientific or research institutes or their deputies. This 
seems almost a direct result of the revelations of red tape and 
frustrations of the inventor in Dudinstev’s book. 


Authors of inventions enjoy the right to receive such addi- 
tional living quarters as are given to scientific workers. They also 
enjoy preferences in positions in scientific or research establish- 
ments with all of the extra fringe benefits that these positions carry 
in social insurance, medical service, admission to educational in- 
stitutions, longer holidays, ete. Indeed, in most areas of science, 
the current Soviet environment is highly favorable. The material 
benefits are comparable to those of the United States. The Com- 
munists have given to science some of the aura denied to religion 
and this is responded to by a feeling of dedication in Soviet scien- 
tific laboratories. 

As indicated previously, the Soviet Patent Law defines quite 
precisely the remuneration given to authors of inventions and 
imovations. This is based on the amount of yearly economy 
achieved by the introduction of an invention or an innovation, in 
accordance with the following table: 


Amount of Yearly 


Economy in Reward for Reward for 
Rubles Inventions Innovations 
Up to 1,000 25% of the economy, but 13.75% of the economy, but 
not less than 200 rubles not Jess than 100 rubles 
From 1,000 to 5,000 15% plus 100 rubles 7% plus 100 rubles 
From 5,000 to 10,000 12% plus 250 rubles 5% plus 200 rubles 
From 10,000 to 50,000 10% plus 450 rubles 2.75% plus 450 rubles 
From 50,000 to 100,000 6% plus 2,500 rubles 2% plus 850 rubles 
From 100,000 to 250,000 5% plus 3,500 rubles 1.75% plus 1,100 rubles 
From 250,000 to 500,000 4% plus 6,000 rubles 1.25% plus 2,350 rubles 
From 500,000 to 1,000,000 3% plus 11,000 rubles 1% plus 3,600 rubles 
From 1,000,000 and more 2% plus 21,000 rubles, 0.5% plus 8,600 rubles, 
but not more than but not more than 


200,000 rubles 50,000 rubles 
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Thus, the maximum payable for any invention is 200,0% 
Rubles, which is equivalent to $20,000 at the tourist rate of gy. 
change, whereas the maximum for an innovation is 50,000 Rubles 
or $5,000. With respect to inventions, this is an improvement ove; 
the previous law which fixed the maximum at 100,000 Rubles, 

The Bureau and the State Planning Commission determine 
the basis upon which the yearly economy is computed. 

In the case of inventions or innovations which do not brin 
any economy but improve the quality of the production, the eon. 


ditions of work, accident prevention, etc., the reward is determined — 


by the manager of the enterprise at no less than the minimum and 
no more than the maximum indicated above. For inventions re. 
sulting in the creation of new aspects of production or new kinds 
of valuable materials, machines or products, the remuneration may 
be increased to up to twice the amount indicated in the above table 
but not higher than the maximum. Any remuneration may be in. 
creased by from 10 to 30 percent depending upon the perfection of 
presentation (sketches, blueprints, models, etc). The author can 
complain about the amount of payment as determined and may 
appeal to higher authorities. 


Payments are made as follows: An amount of up to 2,00 | 


Rubles is paid out within one month from the date of approval of 
the schedule for the introduction of the invention. 25% of the esti. 
mated amount may be paid during the introduction and the balance 
not later than two months after the end of the first year of the 
utilization. If the economy achieved in the following years is 


greater than in the first year, an additional payment is made for : 


a period of four years, taking the maximum economy for one year 
of utilization as the denominator. All payments for Author’s Cer. 
tificates cease after five years. 

The characteristic feature of the law is that it gives the in- 
ventor only one advantage over the originator of an innovation, 


i.e., a right to a higher remuneration. However, in both instances, — 


the amount of remuneration determinable by objective statutory 
criteria is limited and the determination is made by administrative 
authorities. Recourse to the Courts is not possible. 

How does the patent system really work in Soviet Russia with 
respect to inventors? Required reading in this connection is Vladi- 
mir Dudinstev’s “Not by Bread Alone” published in 1956 in Moscow 
and later translated into English. At first, the book was condemned 
by the Soviet leaders, but Mr. Krushchev, at the recent Soviet 


Writers Congress in Moscow in May 1959, rehabilitated the author 
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as having said true facts although, Krushchev said, he exaggerated 


In this story, the hero is an individual employee of an enter- 
ise, who invented a new machine and received an Author’s Cer- 
tificate in eight months, which implied that his invention was novel 
and useful. Then he waited for several months while the Bureau 
of Inventions sent it to the particular Ministry. After several 
complaints, he was summoned to Moscow to participate in the 
making of an experimental machine. But the Ministry transmitted 
the invention to the appropriate scientific and research institute, 
and this sat on it while its own workers prepared a substitute 
machine and had this made secretly by one of the factories. Fol- 
jowing further complaints, the inventor was told that the head of 
the particular institute considered his invention no good. After 
further complaints, the Ministry instructed a design office to pro- 
duce a prototype. While the plans for this were being prepared, 
the same institute had a variant of his invention approved by the 
Bureau and proceeded to make this kind of machine. It took more 
years and even a criminal prosecution and imprisonment of the 
inventor before, finally, the value of his invention was recognized 
by technicians outside the institute, and the machine was finally 
made and met with great success. 

The important thing in this whole story is the tremendous 
power exercised by scientific institutes headed by eminent pro- 
fessors or scientists who gather around themselves a large body 
of scientific and research men. The author of the book calls these 
institutes “monopolies” who control all technical progress. They 
are, he says, “archangels and prophets” and “ministers of the burial 
business” of any invention which does not originate with them. The 
State apparently favors this condition because it believes in col- 
lective research as superior to any individual genius and because 
this enables gradual or regulated progress without jolting the 
economic routine. But this also “transforms these public institu- 
tions into bureaucratic strongholds” and insures “mutual assist- 
ance between monopolies,” which “destroys every live idea among 
the common people.” 

Thus, inventors in the U.S.S.R. may have their inventions 
accepted by the Bureau quite promptly and inexpensively, if they 
are new and useful, but when it comes to the actual application and 
use of these inventions, on which any hope for a remuneration and 
reward of the inventor depends, he is at the mercy of these scientific 
institutes which control the designing and execution of all technical 
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development and progress in Soviet Russia. If we are to belieye 
the Soviet writer, Dudinstev, the inventor, who is not connected 
with a scientific institute, will usually be discarded. If this is true 
of Russian inventors, one may be permitted to have considerable 
doubt that foreign inventors may receive fair treatment. 


Foreign Patentees in the U.S.S.R. 


Article 14 of the Law of 1959 provides that foreigners— 
authors of discoveries, inventions or innovations—enjoy rights op 
the same basis as citizens of the U.S.S.R. There is not even g 
condition to reciprocity included in the law although probably this 
is implied under general provisions of Soviet law. 


The possibility of a foreigner being able to file an application 
for Innovation in Soviet Russia is a theoretical one. With respeet 
to inventions, the foreign inventor or his assignee may apply for 
a patent or for an Author’s Certificate. If he applies for the latter, 
and he is granted such, he may have a chance for a remuneration 
within the limits indicated above. If he applies instead for a patent 
and obtains one, he must maintain it by the payment of annuities, 
and the problem is whether the Soviet authorities will ever come 
to him for a license to use his invention, and then while there is no 
legal limit fixed by law to the remuneration payable to him, this 
will be determined by the Council of Ministers without possible 
resort to the Courts. 

There have been isolated cases reported from time to time of 
payments made to foreign owners of Soviet patents particularly 
in conjunction with contracts providing also for know-how. I asked 
the Bureau in Moscow for figures with regard to such licenses, and 
the reply was merely that for the last three years there has been 
no case except that of a Swedish-owned Soviet patent relating to 
ship machinery in which case a payment of 40,000,000 rubles was 
made to the Swedish patentee. I suspect that this was a unique case 
for a long time. 


It may be of interest to note that the Soviet patent law has no 
provisions whatsoever on infringement of patents. Soviet law is 
designed primarily to reward Russian workers and to insure put- 
ting all practical inventions into productive use in the shortest 
possible time. The patent only insures the right to compensation 
by the State if the invention is used by it. 

The possibilities of real bargaining between foreign patentees 
and the Soviet State Enterprises or Organizations, instead of wait- 
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ing for expropriation, are very limited. This impediment is rein- 
forced by the basic drive in Russia for self-sufficiency. This makes 


negotiations in general long and often fruitless. 


Under the circumstances, one may be permitted to express the 


_ view that, so long and to the extent that industrial production in 


the U.S.S.R. remains secret, and that industrial plants are not 
open to inspection, the practical value of Soviet Patents or Author’s 
Certificates obtained by Western owners of inventions must be 


difficult of assessment. So far, however, as Soviet Russia may 


begin exporting finished manufactures and products which may 
infringe patents in the countries of importation, Soviet patents by 
foreigners may enable the possibility of licenses and remuneration. 

Soviet Russia has arrangements under which it receives and 
studies all foreign patents, so that all technical progress embodied 
in such patents in Western countries is made available to the 
Soviets upon publication. Filing patent applications by Western 
inventors in Russia will make such technical progress known to 
the Soviet scientists and technicians at an earlier time. However, 
since Belgian patents are published in about 6 months, the time lag 
is not substantial. I may add, before closing, that I was advised 
by the Bureau that very serious consideration is being given to 
the adherence by the U.S.S.R. to the International Convention for 
the Protection of Industrial Property. I was asked many questions 
in explanation of the various stipulations of the Convention and 
I gave all answers which I was able to. 
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GENERAL ELECTRIC Co., 
Syracuse, N.Y., December 17, 1959. 
Hon. Erwin MITCHELL, 
Chairman, Patent Subcommittee, Committee on Science and Astronautics, 
House of Representatives, Washington, D.C. 

Sir: It is our understanding that your subcommittee has requested exg 
of situations in which the inclusion of NASA's “property rights in inventions” 
clause has been a deterrent to the acceptance of a research and development gop. 
tract. . 

We suggest that the apparent reluctance of contractors to come forward with 
examples of the kind sought is in large part a consequence of the danger that 
good faith unwillingness to accept contract terms which the prospective ¢eop. 
tractor considers unfair or overreaching may, in a political forum, be charged 
to lack of proper concern for the national security. However, we feel that the 
national security is in fact seriously endangered by legislation, such as the 
National Aeronautics and Space Act, which unnecessarily places the contractory 
interest in the national safety in conflict with his concern for the growth of his 
business by attempting to compel the acceptance of Government contracts cop. 
taining unduly stringent patent provisions. For this reason, we respectfully 
offer the following experience as representative of the many situations which 
we are sure are arising throughout industry, even though evidence con 
them may be presently unavailable for the reason noted at the outset of this 
paragraph. 

For many years various elements of the General Electric Co., principally its 
research laboratory and general engineering laboratory, have been conducting 
studies of superconductivity phenomena in the field of cryogenics; i.e., studies of 
the electrical conductivity characteristics of materials which have been cooled 
to temperatures near absolute zero. For about 10 years, such studies were 
financed solely by General Electric Co. These tests and studies indicated the 
feasibility of using supercooled materials to produce a gyroscope which should 
have significantly greater accuracy than conventional gyroscopes. In the course 
of this research and development work, several inventions had been conceived 
and either actually reduced to practice, or constructively reduced to practice 
by the filing of patent applications in the U.S. Patent Office. 

In March of 1959, the Boston Ordnance District, Ordnance Department, U.S. 
Army, awarded contract DA-—19—020-ORD-4831, which authorized General Bleec- 
tric to perform certain exploratory research directed toward the ultimate develop- 
ment of such a cryogenic gyroscope. In the above contract, the above prior 
General Electric inventions were excluded from the license grant of the “patent 
rights” article. 

In October 1959, negotiations were started to supplement the initial contract 
by authorizing further work to include the final evaluation of the gyroscope 
motor and bearing devices, the completion of a laboratory model gyroscope 
which was then in an advanced stage of construction, and an evaluation of the 
motor and bearings when combined in one device. We were advised that ap 
proximately half the financing for this further work was to be supplied by 
NASA, and that as a consequence, the NASA “property rights in inventions” 
clause must be included in the contract. 

Some of the inventions excluded from the license grant of the original con- 
tract had not been actually reduced to practice at the time this proposed sup 
plemental agreement was under negotiation. To accept the supplemental agree- 
ment with the NASA “property rights in inventions” clause would have meant 
that when these inventions were first actually reduced to practice, they would 
become the exclusive property of the United States, subject to some possibilities 
of waiver, of which, however, General Electric could not, under NASA pro- 
cedure, be contractually assured. 

The future of such cryogenic gyros is not known with certainty at this time. 
They appear to have applications of interest to the commercial business of the 
General Electric Co. as well as potential applications for Government purposes. 
The patent rights represented by the inventions in question represent means 
by which General Electric may hope partially to recover the sums expended 
by it in this and related developments, not all of which have been successful, 
and to develop additional capital to continue research which will lead to future 
developments. For these reasons, the NASA terms were not acceptable to and 
were not accepted by the company. 
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As a result of subsequent negotiations, a contract with a non-NASA agency 
been received which contains nonoppressive patent provisions and which 
rmits the cryogenic work to go forward. While the parties were pleased 
that they could achieve this desirable end, such an alternative would not be 
available in every case. We believe, however, that it is clearly not in the 
national interest that NASA sponsorship of work in this field and under these 
circumstances be frustrated by a statutory requirement that it insist on patent 
visions which, as prior testimony before this committee will show, most 
research oriented companies consider unfair, unreasonable, and unnecessary 

for any proper governmental purpose. 

Very truly yours, 
Grorce L. HALLER. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, December 18, 1959. 

Hon. ERWIN MITCHELL, 
Chairman, Subcommittee on Patents and Scientific Inventions, 
Committee on Science and Astronautics, 
House of Representatives, Washington, D.C. 

Dear Mr. CHAIRMAN: In response to your letter dated December 1, 1959, there 
is transmitted herewith a statement of the Department’s patent policy. 

Sincerely yours, 
PaRKE M. Banta, General Counsel. 


STATEMENT ON PATENT POLICIES OF THE DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 


The Department of Health, Education, and Welfare makes comparatively 
limited use of contracts in its research and development activities; with two ex- 
ceptions hereinafter referred to, such contracts reserve to the Government the 
right to determine the ownership and disposition of any resulting invention. To 
date only one invention under a research contract has been reported although we 
have been informally advised that two others will be reported in the near future. 
The one invention reported was made at a State university and it has now been 
dedicated through publication. 

One of the two exceptions noted above relates to research contracts with non- 
profit institutions. When, after review of the patent policies and procedures of 
the institution, it has been determined that they are such as to reasonably assure 
that any inventions will be made available without unreasonable restrictions or 
excessive royalties, the contract may provide that inventions will be left to the 
institutions for disposition in accordance with its accepted policies (with such 
stipulations in the contract as may be deemed necessary in the public interest). 
We have made contracts with four universities under this exception. We have 
no reports of inventions having been made under these contracts. 

The second exception relates to our cancer chemotherapy industrial research 
contract program, under which the research contracts may grant a conditional 
right to the contractor to patent and exploit certain inventions arising under the 
contract. We have made contracts with a number of companies under this 
exception. 

However, in any case where the contractor is permitted to retain invention 
rights, we reserve to the Government an irrevocable, royalty-free, nonexclusive 
license to practice the invention. In addition, in any case where a contractor is 
allowed to take title to an invention pursuant to the Department’s patent policy 
in the administration of the cancer chemotherapy industrial research program, 
the Department reserves the right to license other companies or to dedicate the 
invention after complying with appropriate procedural safeguards, in the 
event the contractor fails to meet the public need for the invention with respect 
tosupply, quality, or price. 

In connection with the above summary of certain aspects of the Department’s 
policies as they affect patent rights resulting from Government-financed con- 
tracts entered into by the Department perhaps a brief statement regarding the 
Department's activities and responsibilities may be helpful as a backdrop to the 
discussion of its patent policies. The Department having within its structure 
such agencies as the Food and Drug Administration, Social Security Adminis- 
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tration, Public Health Service, the Office of Vocational Rehabilitation, Office of 
Education, is primarily concerned with the well-being of the people of this 
Nation. 

Keeping in mind its responsibilities and concern for the well-being of the 
public at large, as well as its statutory responsibilities for dissemination of jp. 
formation and making public the results of research, the Department has, 
over the years, formulated patent policies which are based on the position 
that the public interest will in general be best served if inventive advances pe 
sulting from its research activities be made freely available to the Government 
to science, to industry, and to the general public. The Department patent 
policy is developed by a Department Patents Board, composed of representatives 
of the above-mentioned operating agencies of the Department, which Board jg 
advisory to the Secretary as well as to the appropriate Department personnel, 

The bulk of the Department’s research activity is in the field of medical re 
search. Additionally, it should be noted that the Department's research actiyj. 
ties are carried out cooperatively with public and nonprofit agencies, with 
individual members of the scientific community and under special circumstances 
with private organizations and firms. This activity is largely accomplished 
through the administration of a substantial number of grant programs, 

The general policy of the Department with respect to inventions arising 
from research conducted with the aid of grants or in the performance of 
contracts for research is set forth in regulations (45 CFR, pts. 6-8). These were 
recently amended to provide more explicity for contract research and to ay. 
thorize special alternatives for industrial contracts for the cancer chemotherapy 
research program. Research grant authority is of long standing, and applies 
to a greater number of programs, including most of those in which there is now 
authority to contract for research. Specific authority to contract for research 
is comparatively new for this Department, and applies to relatively few 
programs. 

The distinction between contracts and grants for research is, roughly speaking, 
a distinction between a procurement or purchase and assistance or support, 
Under the research contract authority, research for which the Government is to 
pay is undertaken by an institution pursuant to contractual obligations and in 
accordance with specifications imposed by the Government. A research grant, 
on the other hand, is made in support of research activities or projects proposed 
by an applicant institution. The patent policy has been framed in the light 
of these distinctions as well as with regard to the basic policy objectives of all 
research programs of the Department. 

The regulations of the Department are controlling on its various constituent 
agencies (such as the Public Health Service) in the award grants and in the 
negotiation of contracts and also in determining the disposition to be made 
of rights in inventions in accordance with the terms of such awards or contracts, 

In the early formulation of the patent policies it was determined, consistent 
with Executive Order No. 10096, that inventions made by employees which 
are directly related to their official functions or to which the Federal Govern- 
ment has made a substantial contribution, should be owned and controlled by 
the Government for the public benefit. Patenting in the name of the United 
States would have significance only as a means to assure the availability of the 
invention and to protect the public health and safety. In the case of grants 
for research the basic objective is the same; i.e., the development of knowledge 
and techniques for use as broadly as possible, for the public health and wel 
fare. In this connection, the responsibility for dissemination of information 
is a specific duty for the achievement of such objective. 

To the accomplishment of such objectives the Department has issued three 
separate regulations—title 45, Code of Federal Regulations, subtitle A, parts 6, 
7,and 8. As was stated in section 6.1 of part 6: 

“Inventions developed through the resources and activities of the Department 
are a potential resource of great value to the public health and welfare. It is 
the policy of the Department : 

“(a) To safeguard the public interest in inventions developed by Department 
mcs Fo contractors and grantees with the aid of public funds and facili- 

In order to accomplish and thus safeguard the public interest “it is the general 
policy of the Department that the results of Department research should be 
made widely, promptly, and freely available to other research workers and to 
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the public. This availability can generally be adequately provided by the dedi- 
cation of a Government-owned invention to the public by publication” (sec. 6.2, 
eee provisions of part 7 (dealing with disposition of invention rights to em- 

oyee inventions) and part 8 (dealing with disposition of invention rights re- 
sulting from research grants, fellowship awards, and contracts for research) are 
all designed to meet the basic objective to safeguard the public interest. 

Section 8.1 of part 8, relating to research grants, provides in the alternative: 

“(a) That the ownership and manner of disposition of all rights in and to such 
invention shall be subject to determination by the head of the constituent unit 

nsible for the grant, or 

“(b) That the ownership and disposition of all domestic rights shall be left for 
determination by the grantee institution in accordance with the grantee’s estab- 
lished policies and procedures with such modifications as may be agreed upon 
and specified in the grant, provided the head of the constituent unit finds that 
these are such as to assure that the invention will be made available without un- 
reasonable restrictions or excessive royalties, and provided the Government shall 
receive a royalty-free license, with a right to issue sublicenses as provided in 
section 8.3, under any patent applied for or obtained upon the invention.” 

It will be noted that the alternative of leaving invention rights to a grantee 
institution is conditioned upon the availability, under such institution’s adminis- 
tration, of the invention rights of any invention without unreasonable restriction 
or excessive royalties. Section 8.2 provides the criteria for the head of the con- 
stituent unit responsible for the grant in determining what disposition shall be 
made of invention rights. Each of the four alternatives provided by this section 
is calculated to meet the objective of securing the wide availability of the inven- 
tion. Thus are provided the criteria for disposition of invention rights in the field 
of employee inventions, research grants, and fellowships, and research contracts 
which are designed to enable the Department to fulfill its responsibilities for 
the dissemination of scientific and technical information and for serving the 
health, safety, and welfare of all segments of the population. 

Section 8.6 provides for similar disposition of invention rights arising out of 
the performance of work under research contracts, with an exception about 
which more will be said later. The same alternative provided to nonprofit grantee 
institutions is carried forward in the contract area by a provision in the regula- 
tion (8.6(b)) which provides that contracts for research with nonprofit insti- 
tutions may leave the invention rights for disposition by the institution if it is 
determined that its policies and procedures are acceptable as meeting the require- 
ments applicable in the grant situation (sec. 8.1(b) ). 

The cancer chemotherapy program of the Public Health Service is an intensi- 
fied effort, with special appropriations made available under a congressional 
directive, to explore exhaustively and rapidly the potentialities of chemical 
compounds in the control of cancer. Because of the peculiar exigencies of this 
program and in order that the resources of pharmaceutical and chemical firms 
may be brought to bear with a minimum of delay, certain exceptions to general 
Department policy are permitted in the negotiation of industrial contracts for 
this program. Such exception is set forth in a patent policy statement of the 
Secretary dated July 31, 1958. In essense, such alternative provides that in 
industrial research contracts in the cancer chemotherapy program the contractor 
may accept either the standard patent clause which implements the general 
policy of the Department, reserving the right of disposition of inventions to 
the Surgeon General, or a standard alternative clause leaving the right to patent 
inventions with the contractor subject to certain limitations deemed necessary 
to protect the public’s interest in contracted research. The crucial provision of 
such alternative (sec. B(4) of the policy statement) reserves to the Surgeon 
General the right, subject to specified procedural safeguards calculated to make 
the exercise of such right a deliberate rather than precipitous action, to either 
dedicate the invention to the public or to issue royalty-free, nonexclusive licenses 
notwithstanding and in derogation of any patent which the contractor had 
theretofore obtained. The exercise of such right is conditioned upon a finding 
that either the supply of the invention is inadequate to meet the public need, 
the price is unreasonable, or its quality is insufficient. The procedural steps 
required to be observed prior to the exercise of the right are specifically spelled 
out in paragraph B(4) of the Secretary’s statement of policy. 
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There is thus provided a mechanism by which the public interest ip 
inventive advance resulting from Government-financed research is protected 
against inadequacy of supply to meet the public need, unreasonable price, of 
inadequacy of quality. At the same time, there is structured into such poli 
and the contracts under it a reciprocal protection against precipitate govern. 
mental action to destroy the contractor's rights. 

Whereas a total of 227 research contracts were entered into by the Public 
Health Service during the fiscal years 1958 and 1959, under the cancer chemo. 
therapy exception only 12 contracts have been executed under which the cop. 
tractors are enabled to obtain invention rights. 

It is the conviction of the Department that its policy of making freely ang 
generally available the benefits of research in lieu of giving away patent rights 
to contractors is not only consistent with the program responsibilities of the 
Department but is in the greater public interest. 


— 


GENERAL ADMINISTRATION 6-10-00 
mat 6 Patents and Inventions 
CHAPTER 6-10 
REGULATIONS AND PROCEDURES 


6-10-00 Scope 
6-10-10 Regulations (from Federal Register of 9/1h/55 and 12/4/57) 


From FEDERAL REGISTER, Title 45, Subtitle A 


PAR 6 —- INVENTIONS AND PATENTS (GENERAL) 

Sec. 6.0 Definitions. 

«1 General Policy. 

2 Publication or patenting of inventions, 

-3 Government-ownec patents; licensing; dedicatinn to the public. 

«4 Central records; confidentiality. 

5 Procedures relating to employee and grantee inven! lions. 

6 Issuance of patents on non-fee basis; certification of 
public interest. 


EMPLOYEF INVENTIONS 

Who are employees. 

Duty of employees to report inventions. 
Determination as to patentability. 
Dete:mination as to domestic rights. 
Option to acquire foreign rights. 
Determination as to patenting. 
Department review and determination. 
Notice to employee of determination. 
Employee's right of appeal. 


INVENTIONS RESULTING FROM RESEARCH GRANTS, FELLOWSHIP 
AND CONTRACTS FOR RESEARCH 

‘olicy. 

Cond!tions to be included in research grants. 
Determination as to domestic rights. 

Licenses to the Government. 

Option to acquire foreign Tights. 

Fellowships. 

8.6 Contracts for research. 

6.7 Cancer chemotherapy industrial research contracts, 


6-10-20 Patent Policy Applicable to Cancer Chemotherapy Industrial 
Research Contracts 
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Sec 
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6-10-00 SCOPE 


A. This Chapter contains: 


1. Soariams regulations relating to inventions (a) made by 
oe seer Seg or (b) resulting from research grants, 
fellowship awards, or research contracts under programs ad- 
ministered by the Department; and 


2. Department patent policy, wy 
establishing the limitations referred to in section 8.7 
the Department regulations for the negotiation of pated 
chemotherapy industrial research contracts. 


B. The substance of the Department regulations relating to employee in- 
ventions is incorporated in a statement for the information 
of supervisors and employees which was issued 10/19/56 in HEW Gen- 
eral Administration Manual Guide No. 1. 


Ww TN-21 (7/31/58). Supersedes page 1, Chapter 6-10 (TN-15) 
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TITLE 45—PUBLIC WELFARE 


Subtitle A—Department of Health, 
Education, and Welfare, General 
Administration 


Part 6—INVENTIONS AND PATENTS 
(GENERAL) 


Part 7—EMPLOYEE INVENTIONS 


Part 8—INVENTIONS RESULTING FROM RE- 
SEARCH GRANTS, FELLOWSHIP AWARDS, 
AND CONTRACTS FOR RESEARCH 


The following parts are 2ew—They 
Department rules 
and policies relating to inventions which 
are made by Department employees 
having a relation to their official duties 
or with some contribution from the 
Government or which arise from re- 
search or related activities assisted by 
grants or otherwise under programs ad- 
ministered by the Department. 


Part 6—INVENTIONS AND PATENTS 
(GENERAL) 


6.0 Definitions. 

6.1 General policy. 

6.2 Publication or patenting of inventions. 

63 Government-owned patents; licensing; 
dedication to the public. 

64 Central records; confidentiality. 

6.5 Procedures relating to employee and 
grantee inventions. 

6.6 Issuance of patents on non-fee basis; 
certification of public interest. 

AvuTnHoriIrr: §§6.0 to 66 issued under 

Reorg. Plan No. 1 of 1953, 18 F. R. 2053; 3 

CFR 1953 Supp. E. O. 10096, 15 F. R. 391; 3 

CFR, 1950 Supp. 


$6.0 Definitions. As used in Parts 
6, 7, and 8 of this subtitle: 

(a) “Department” means the Depart- 
ment of Health, Education, and Welfare. 

(b) “Secretary” means the Secretary 
of Health, Education, and Welfare. 

(c) “Head of constituent organiza- 
tion” includes the Surgeon General of 
the Public Health Service, the Commis- 
sioner of Education, Commissioner of 
Social Security, Commissioner of Food 
and Drugs, the Director of Vocational 
Rehabilitation, and the Superintendent 
of Saint Elizabeths Hospital. 


*§6.1 General policy. Inventions 
veloped through the resources and actiyj, 
ties of the Department are a 
resource of great value to the publ, 
health and welfare. It is the policy y 
the Department: 

(a) To safeguard the public interest jp 
inventions developed by Department em. 
ployees, contractors and grantees 
the aid of public funds and facilities; 

(b) To encourage and recognize ing. | 
vidual and cooperative achievement jp / 
research and investigations; and 

(c) To establish a procedure, consis. 
ent with pertinent statutes, Executiy | 
orders and general Government regyj. | 
tions, for the determination of righty | 
and obligations relating to the patenting 
of inventions. 


$6.2 Publication or patenting of i. 
ventions. It is the general policy of the 
Department that the results of Depart. 
ment research should be made 
promptly and freely available to othe 
research workers and to the 
This availability can generally be ade. 
quately preserved by the dedication of, 
Government-owned invention to the 
public through publication. Determing. 
tions to file a domestic patent applica. . 
tion on inventions in which the 
ment has an interest will be made 
if the circumstances indicate that this 
is desirable in the public interest, and if 
it is practicable to do so. Department 
determinations not to apply for a domes. 
tic patent on employee inventions ar 
subject to review and approval by the 
Chairman of the Government Patents 
Board. Except where deemed neces. | 
sary for protecting the patent claim, the 
fact that a patent application has been 
or may be filed will not require any de- 
parture from normal policy regarding 
the dissemination of the results of De- 
partment research. 


$6.3 Government-owned patents: 
licensing; dedication to the public. All 
licenses under patents and pending 
patent applications for the administra. 
tion of which the Department is respon. , 
sible shall be issued by the Secretary, 


Bee 
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will be royalty-free, revocable 
and nonexclusive. Except in unusual 
when determined upon recom- 
mendation of the head of the constituent 
tion that unconditional licensing 
would be contrary to the public interest, 
will be issued to all pgp re 
contain no limitations or stand- 
sot relating to the quality of the prod- 
to be manufactured, sold, or 
ibuted thereunder. To reduce the 
for individual license applications, 
patents held for unconditions) licensing 
shall be dedicated to the public as may 
be feasible. 
$6.4 Central records; confidentiality. 
Central files and records shall be main- 
tained of all inventions, patents, and 
licenses in which the Department has an 
interest, together with a record of all 
licenses issued by the Department under 
such patents. Invention reports required 
from employees or others for the purpose 
of obtaining determinations of owner- 
, and documents and information 
obtained for the purpose of prosecuting 
patent applications shall be confidential 
and shall be disclosed only as required 
for official purposes or with the consent 
of the inventor. 


$6.5 Procedures relating to employee 
and grantee inventions. The Depart- 
ment Patents Officer, with the approval 
of the Department Patents Board, and 
the heads of constituent organizations 
within their respective areas of responsi- 
bility, are authorized to issue such pro- 
cedures and bulletins and take such other 
actions as may be necessary or desirable 
to supplement the provisions of Parts 7 
and 8 of this subtitle. 


§6.6 Issuance of patents on non-fee 
basis; certification of public interest. 
For the purpose of an application foy a 
patent to issue under the non-fee pro- 
visions of the Patent Code (35 U. S. C. 
266), a certification that an invention is 
used, or is likely to be used, in the pub- 
lic interest may be executed in behalf 
of the Secretary by the head of the con- 
stituent organization having adminis- 
trative jurisdiction over the inventor, 
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Part 7—EMPLOYEE INVENTIONS 


Who are employees. 

Duty of employee to report inventions. 
Determination as to patentability. 
Determination as to domestic rights. 
Option to acquire foreign rights. 
Determination as to patenting. 
Department review and determination. 
Notice to employee of determination. 
Employee's right of appoal. 

AUTHORITY: §§7.0 to 7.8 issued under 
Reorg. Plan No. 1 of 1953, 18 FP. R. 2053; 3 
CFR, 1953 Supp. E. O. 10096, 15 F. R. 391; 
3 CFR, 1950 Supp. 


§7.0 Who are employees. As used in 
this part, the term “Government em- 
ployee” means any officer or employee, 
civilian or military, except such part- 
time employees or part-time consultants 
as may be excluded therefrom by a de- 
termination made in writing by the head 
of the employee's office or constituent 
organization, pursuant to an exemption 
approved by the Chairman of the Gov- 
ernment Patents Board that to include 
him or them would be impracticable or 
inequitable, giving the reasons therefor. 
A person shall not be considered to be 
a part-time employee or part-time con- 
sultant for this purpose unless the terms 
of his employment contemplate that he 
shall work for less than the minimum 
number of hours per day, or less than a 
minimum number of days per week, or 
less than the minimum number of wecks 
rer year, regularly required of full-time 
employees of his class, 


§7.1 Duty of employee to report in- 
ventions. Any Department employee is 
required to report promptly to the con- 
stituent organization in which he is em- 
ployed any invention made by him 
(whether or not jointly with others) 
which bears any relation to his official 
duties or which was made in whole or 
in any part during working hours, or 
vith any contribution of Government 
facilities, equipment, material, funds or 
information, or of time or services of 
other Government employees on official 
duty. Reports of inventions (except for 
cases as to which it is decided by the 
appropriate office or constituent organi- 
zation, with the concurrence of the De- 
partment Patents Offieer, that it does not 
appear they are or ‘nay be patentable) 
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shall be forwarded through appropriate 
channels to the head of the office or con- 
stituent organization having administra- 
tive jurisdiction over the inventor at the 
time the invention was made. There- 
after they shall be forwarded with the 
related administrative recommendations 
and determinations to the Department 
Patents Officer. 


$7.2 Determination as to patentabil- 
ity. Upon receiving a report of an em- 
ployee invention, the head of the appro- 
priate office or constituent organization 
shall make in writing the decision on 
behalf of the Department as to whether 
the results of the research, development, 
or other activity constitute an invention 
or inventions which may be patentable. 


$7.3 Determination as to domestic 
rights. The determination of the owner- 
ship of the domestic right, title, and 
interest in and to an invention which is 
or may be patentable, made by a Govern- 


ment employee while under the adminis- - 


trative jurisdiction of the Department, 
shall be made in writing by the head of 
the appropriate office or constituent or- 
ganization, in accordance with the pro- 
visions of Executive Order 10096 and 
Government-wide regulations issued 
thereunder by the Chairman of the Gov- 
ernment Patents Board, as follows: 

(a) The Government as represented 
by the Secretary shall obtain the entire 
domestic right, title and interest in and 
to all inventions made by any Govern- 
ment employee (1) during working 
hours, or (2) with a contribution by the 
Government of facilities, equipment, 
materials, funds, or information, or of 
time or services of other Government 
employees on official duty, or (3) which 
bear a direct relation to or are made in 
consequence of the official duties of the 
inventor. 

(b) In any case where the contribu- 
tion of the Government, as measured by 
any one or more of the criteria set forth 
in paragraph (a) of this section, to the 
invention is insufficient equitably to 
‘justify a requirement of assignment to 
the Government of the entire domestic 
right, title, and interest in and to such 
invention, or in any case where the 
Government has insufficient interest in 
an invention to obtain the entire domes- 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


tic right, title, and interest therein 
(although the Government could obtain 
same under paragraph (a) of this sec. 
tion, the Department, subject to the 
approval of the Chairman, shall leg: 
title to such invention in the employee, 
subject, however, to the reservation to 
the Government of 4 nonexclusive, 
irrevocable, royalty-free license in the 
invention with power to grant licenses 
for all governmental purposes, such 
reservation, in the terms thereof, to ap. 
pear, where practicable, in any pa 


domestic or foreign, which may Pessy 


such invention. 

(c) In applying the provisions of para. 
graps (a) and (b) of this section, to the 
facts and circumstances relating to the 
making of any particular invention, it 
shall be presumed that an invention 
made by an employee who is employed or 
assigned (1) to invent or improve or 
perfect any art, machine, manufac 
or composition of matter, (2) to conduct 
or perform research, development 
or both, (3) to supervise, direct, coordi. 
nate, or review Government financed or 
conducted research, development work, 
or both, or (4) to act in a liaison capac. 
ity among governmental or nongovern. 
mental agencies or individuals engaged 
in such work, falls within the provisions 
of paragraph (a) of this section, and it 
shall be presumed that any invention 
made by any other employee falls within 
the provisions of paragraph (b) of this 
section. Either presumption may be re- 
butted by the facts or circumstances at. 
tendant upon the conditions under 
which any particular invention is made 
and, notwithstanding the foregoing, 
shall not preclude a determination that 
the invention falls within the provisions 
of paragraph (d) of this section, 

(d) In any case wherein the Govern- 
ment neither (1) obtains the entire do- 
mestic right, title and interest in and to 
an invention pursuant to the provisions 
of paragraph (a) of this section, nor 
(2) reserves a nonexclusive, irrevocable, 
royalty-free license in the invention, 
with power to grant licenses for all gov- 
ernmental purposes, ,pursuant to the 
provisions of paragraph (b) of this sec- 
tion, the Government shall leave the en- 
tire right, title and interest in and to the 
invention in the Government 
subject to law. 


} 


a 

| 

| 


BERETS EE 


} 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


$7.4 Option to acquire foreign rights. 
In any case where it is determined that 
all domestic rights should be assigned to 
the Government, it shall further be de- 
termined, pursuant to Executive Order 
and Government-wide regulations 
issued thereunder, that the Government 
shall reserve an option to require the 
assignment of such rights in all or in any 
specified foreign countries. In case 
where the inventor is not required to 
assign the patent rights in any foreign 
country or countries to the Government, 
or the Government fails to exercise its 
nm within such period of time as may 
be provided by regulations issued by the 
Chairman of the Government Patents 
Board, any application for a patent 
which may be filed in such country or 
countries by the inventor or his assignee 
shall nevertheless be subject to a non- 
exclusive, irrevocable, royalty-free li- 
cense to the Government for all govern- 
mental purposes, including the power to 
issue sublicenses for use in behalf of the 
Government and/or in furtherance of 
the foreign policies of the Government, 


$7.5 Determination as to patenting. 
When the head of the appropriate office, 
or constituent organization determines 
in accordance with the provisions of 
§§ 7.3 and 7.4, that the Government has 
rights in a patentable invention: 

(a) He shall also determine whether 
the Department should seek to obtain a 
domestic patent thereon, or whether it 
shall be published or other action taken 
in the public interest, giving his reasons 
therefor; and 

(b) He shall further recommend in 
writing whether the invention should re- 
ceive foreign patent protection or be 
published abroad and, if affirmative, 
should specify the foreign jurisdictions 
in which action is recommended, giving 
reasons therefor, and should indicate, if 
possible, its immediate or future indus- 
trial, commercial, or other value, in- 
cluding particularly its value to public 
health. 


599 


$7.6 Department review and determi- 
nation. The determination by the head 
of an office or constituent organization 
of the ownership of domestic or foreign 
rights in an invention by a Department 
employee shall constitute the decision of 
the Department unless, upon review, the 
Department Patents Officer questions 
the consistency of the determination 
with applicable law or regulations or 
with Department policy. Any question, 
unresolved after consultation with the 
originating unit, will be submitted by 
the Department Patents Officer to the 
Department Patents Board which shall 
either affirm or reverse the determina- 
tion or return the same to the head of 
the constituent organization or office for 
further action. If the Board proposes 
to determine, or to approve a determina- 
tion, that the invention shall be required 
to be assigned to the Government, it 
may in its discretion afford the em- 
ployee an opportunity of a hearing. 


$7.7 Notice to employee of determi- 
nation. The appropriate office or con- 
Stituent organization shall notify each 
employee-inventor in writing, of the 
Department’s determination and of his 
right of appeal, if any. In the case of 
determinations made by the Department 
Patents Board, the notification shall be 
made by the Department Patents Officer. 
Notice need not be given if the em- 
ployee stated in writing that he would 
agree to the determination of ownership 
which was in fact made. 


§7.8 Employee's right of appeal. An 
employee who is aggrieved by a determi- 
nation of the Department may appeal to 
the Chairman of the Government 
Patents Board, pursuant to section 4 (d) 
of Executive Order 10096 and regula- 
tions issued thereunder, by filing a writ- 
ten appeal with the Chairman, in quad- 
ruplicate, and a copy of the appeal with 
the Department Patents Officer, within 
30 days (or such longer period as the 
Chairman may, for good cause, fix in any 
case) after receiving written notice of 
such determination. 
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Part 8--INVENTIONS RESULTING FROM 
RESEARCH GRANTS, FELLOWSHIP AwaRDS, 
AND CONTRACTS FOR RESEARCH 


Sec. 

8.0 Policy. 

8.1 Conditions to be included in 
research grants. 

82 Determination of domestic rights. 

83 Licenses to the Government. 

8A Option to acquire foreign rights. 

85 Fellowships. 

86 Contracts for research. 

8.7 Cancer chemotherapy industriel 
research contracts. 


AvTHoriry: §§8.0 to 8.7 issued under 
Reorg. Plan No. 1 of 1953 (18 F. R. 2053; 
3 CFR, 1953 Supp., E. O. 9865; 12 F. R. 3907; 
3 CFR, 1947 Supp., E. O. 10096, 15 F. R. 
391; 3 CFR, 1950 Supp. 


$8.0 Policy. (a) The Department of 
Health, Education, and Welfare each 
year is expending large sums in the form 
of grants for research. These grants 
are made primarily by the Public Health 
Service in carrying out its broad respon- 
sibility under the Public Health Service 
Act to promote and coordinate research 
in the field of health and to make avail- 
able information concerning such re- 
search and its practical application. 
The scientific and technological ad- 
vances attributable, in varying degrees 
to this expenditure of public funds fre- 
quently include patentable inventions. 

(b) The Department, as a matter of 
policy, takes the position that the results 
of research supported by grants of pub- 
lic moneys should be utilized in the man- 
ner which would best serve the public 
interest. It is believed that the public 
interest will in general be best served if 
inventive advances resulting therefrom 
are made freely available to the Gov- 
ernment, to science, to industry, and to 
the general public. 

(c) On the other hand, in some cases 
it may be advisable to permit a utiliza- 
tion of the patent process in order to 
foster an adequate commercial develop- 
ment to make a new invention widely 
available. Moreover, it is recognized 
that inventions frequently arise in the 
course of research activities which also 
receive substantial support from other 
sources, as well as from the Fedcral 
grant. It would not be consistent with 
the cooperative nature of such activitics 
to attribute a particular invention pri- 
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marily to support received from any one 


source. In all these cases the Depart. 
ment has a responsibility to see that the 
public use of the fruits of the research 
will not be unduly restricted or denied, 

(d) The following conditions have boy 
adopted to govern the treatment of jn. 
ventions made in these various t 
of situations. They are designed to af. 
ford suitable protection to the public ip. 
terest while giving appropriate recognj. 
tion to the legitimate interests of other; 
who have contributed to the invention, 

$8.1 Conditions to be included in re. 
search grants. Subject to legislative qj. 
rectives or Executive orders providing 
otherwise, all grants in aid of research 
shall provide as a condition that 
invention arising out of the activities 
assisted by the grant shall be prom 
and fully reported, and shall provide, as 
the head of the constituent unit may 
determine, either 

(a) That the ownership and manner 
of disposition of all rights in and to such 
invention shall be subject to determina. 
tion by the head of the constituent unit 
responsible for the grant, or 

(b) That the ownership and 
tion of all domestic rights shall be left 
for determination by the grantee insti. 
tution in accordance with the grantee’s 
established policies and procedures, with 
such modifications as may be agreed 
upon and specified in the grant, pro. 
vided the head of the constituent unit 
finds that these are such as to assure 
that the invention will be made available 
without unreasonable restrictions or ex- 
cessive royalties, and provided the Goy- 
ernment shall receive a royalty-free li- 
cense, with a right to issue sublicenses as 
provided in §8.3, under any patent 
applied for or obtained upon the inven- 


(c) Wherever practicable, any ar- 
rangement with the grantee pursuant to 
Paragraph (b) of this section shall pro- 
vide in accordance with Executive Order 
9865 that there be reserved to the Gov- 
ernment an option, for a period to be 
prescribed, to file foreign patent appli- 
cations upon the invention. 


$8.2 Determination as to domestic 
rights. Rights in any invention not 
subject to disposition by the grantee pur- 
suant to paragraph (b) of § 8.1 are for 
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determination by the head of the con- 
stituent organization as follows: 

(a) If he finds that there is adequate 
assurance that the invention will either 
be effectively dedicated to the public, or 
that any patent which may be obtained 
thereunder will be generally available 
for royalty-free and nonexclusive li- 
censing, the effectuation of these results 
may be left to the grantee. 

(b) If he finds that the invention will 
thereby be more adequately and quickly 
developed for widest use and that there 
are satisfactory safeguards against un- 
reasonable royalties and repressive prac- 
tices, the invention may be assigned to a 
competent organization for development 
and administration for the term of the 
patent or such lesser period as may be 
deemed necessary. 

(c) If he finds that the interest of an- 
other contributing Government agency 
is paramount to the interest of the De- 
partment of Health, Education, and Wel- 
fare, or when otherwise legally required 
or in the public interest, the invention 
may be left for disposition by that agency 
in accordance with its own policy. 

(d) In all other cases, he shall require 
that all domestic rights in the invention 
shall be assigned to the United States un- 
less he determines that the invention is 
of such doubtful importance or the Gov- 
ernment’s equity in the invention is so 
minor that protective measures, except 
as provided in § 8.3, are not necessary in 
the public interest. 


$8.3 Licenses to the Government. Any 
arrangement or determination as to the 
disposition of rights in inventions pursu- 
ant to § 8.1, § 8.2, § 8.5 or § 8.6 shall re- 
quire that there be reserved under any 
patent application or patent thereon, 
domestic or foreign, a nonexclusive, ir- 
*évoedble, royalty-free license to the 
Government with power to sublicense for 
all governmental purposes. 


$8.4 Option to acquire foreign rights. 
In any case where it is determined that 
all domestic rights should be assigned to 
the Government, there shall be reserved 
to the Government, pursuant to Execu- 
tive Order 9865 and Government-wide 
regulations issued thereunder, an option 
to require the assignment of all rights in 
the invention in all or in any specified 
foreign countries. In any case where the 
inventor is not required to assien the 
patent rights in any forcign country or 
countries to the Government, or the 
Government fails to exercise its option 
within such period of time as may be 
provided by resulations issued by the 
Chairman of the Government Patents 
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Board, any application for a patent 
which may be filed in such country or 
countries by the inventor or his assignee 
shall nevertheless be subject to a non- 
exclusive, irrevocable, royalty-free li- 
cense to the Government for all govern- 
mental purposes, including the power to 
sublicense for all governmental purposes. 


§8.5 Fellowships. In the discretion 
of the head of the responsible constit- 
uent organization, the award of a fellow- 
ship to a person not a Government 
employee may provide for the reporting 
of any invention made during the term 
thereof, and for its disposition in accord- 
ance with the provisions of paragraph 
(a) of §8.1, or for its disposition by 
the institution at which the research was 
performed in accordance with its estab- 
lished policies, if applicable to such an 
invention, which meet the requirements 
of paragraph (b) of such section. 


§8.6 Contracts for research. (a) 
Contracts for research, with other than 
nonprofit institutions, shall provide that 
any invention first conceived or actually 
reduced to practice in the course of the 
performance of the contract shall be 
promptly and fully reported to the head 
of the constituent organization respon- 
sible for the contract, for determination 
by him as to the manner of disposition 
of all rights in and to such invention, 
including the right to require assign- 
ment of all rights to the United States 
or dedication to the public. In the exer- 
cise of this power the organization head 
will be guided by the policy specified 
in § 8.2 with respect to grants. 

(b) Contracts for research with non- 
profit institutions shall contain provi- 
sions as in paragraph (a) of this section 
except that, if it is determined that the 
institution’s policies and procedures are 
acceptable as meeting the requirements 
of §8.1 (b) with respect to grants, the 
contract may provide, with such special 
stipulations in the contract as may be 
deemed necessary in the public interest, 
for leaving the ownership and disposi- 
tion of all domestic rights for determina- 
tion by the contracting institution in ac- 
cordance with such policies and pro- 
cedures. 


§ 8.7 Cancer chemotherapy industrial 
research contracts. Notwithstanding the 
provisions of § 8.6, the Surgeon General 
in the negotiation of contracts with other 
than nonprofit organizations for the can- 
cer chemotherapy research program 
shall be subject only to such limitations 
and alternatives as the Secretary may 
approve for such program. 
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6-10-20 PATENT POLICY APPLICABLE TO CANCER 
CHEMOTHERAPY INDUSTRIAL RESEARCH CONTRACTS 


General 
1. The cancer chemotherapy program of the Public Health Service i, 


A. 


2. 


3. 


an intensified effort, with special appropriations made a 
under a Congressional directive, to explore exhaustively an 
rapidly the potentialities of chemical compounds in the contro} 
of cancer. Because of the peculiar exigencies of this progra, 
amd in order that the resources of pharmaceutical and chemica) 
firms may be brought to bear with a minimum of delay, certain 
exceptions to general Department policy will be permitted in th 
negotiation of industriel contracts for this program, 


Industrial research contracts for this program mey contein 
either; 


a. the standard patent clauses, reserving to the Surgeon Gene) 
the right to determine the disposition of inventions arising 
from the performance of the contract or, in lieu of such 
right, 


b. standard alternative clauses leaving the right to patent an 
exploit such inventions with the contractor, subject to 
certain limitations deemed necessary to protect the public's 
interest in the results of the contracted research, 


Department policy concerning the negotiation and operation of thy 
alternative clauses: 


a. Contract negotiations: The alternatives indicated will be 
made available in the negotiations with all contracting 
companies without discrimination. 


b. Public interest: The operation of these alternative clause 
will be closely reviewed to assure that the following basic 
objectives are maintained in the public interest: 


(1) The availability of information concerning the results 
of research and the right, without undue delay, to ma 
disclosures to the extent essential to serve the ee, 
need ; 


(2) The availability for development and use of health 
purposes, on reasonable terms, of inventions arising 
from the research contract, whether actual development 
and production is to be made by the contractor himself 
or by others; and 


lf 
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(3) Sustained concentration on the anti-cancer objective of 
all resources mobilized for the purposes of the 
contract. 


c. Contractor's interests: The Surgeon General or his represen- 
tatives shall maintain close consultations with the contractor 
concerning questions affecting the public need for the 
products of inventions which are subject to the limitations 
prescribed in the alternative clauses for the protection of 
the public interest with respect to their supply, price, and 
quality. The objective of these consultations shall be to 
promote a mutual awareness of such matters in order to assure 
to the contractor (under his right to exploit the invention) 
an opportunity on his own initiative to take such actions 
regarding them as he believes would be in his and in the 
public interest. 


Cor lett When the contract 
is for research (including contracts for product development necessary 


for purposes of research) to be performed by the company (with or 
without provision for subcontracting), the contract, as an alternative 
to the standard patent clauses, may provide for leaving to the con- 
tractor the right to patent and exploit any invention conceived or 
first actually reduced to practice in the course of the performance 
of the contract subject, however, to the following limitations which 
are deemed necessary to protect the public interest: 


1. Reporting. Agrsement that the contractor will report promptly to 
the Surgeon General any such invention and will also report 
promptly the filing of any domestic or foreign patent application 
thereon or his election not to file such application. Invention 
Report shall be required after the conception or first actual 
reduction to practice of each invention that reasonably appears 
to be patentable ani, in any event, as soon as any evidence of 
<n Wha has been developed (whether in a health or other field of 

UBC )e 


2. Disclosure. Reservation to the Surgeon General of the right to 
make disclosure of the invention, whenever he deems it in the 
public interest, after taking into consideration a reasonable 
opportunity to the contractor to protect such rights as he may 
have in the invention. The contract may specify that such dis- 
closure shall not in any case, without the consent of the 
contractor, be made in less than six months from the time the 
Surgeon General determines the invention was or should have bsen 
reported. 
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3. 


4. 


)/ With respect to supply, quality, or price 


irrevocable, nonexclusive, royalty-free license to practice op 
cause to be practiced, by or for the Government throughout the 
world, each subject invention (whether patented or unpatented) 
in the manufacture, use cr disposition according to law of 
article or material or in the use of any method or process, 


Failure to meet health needs. 


b. 


« Reservation to the Government of » 


In recognition of the Government's investment and the pub), 
interest in the results of contracted research, agreement 
that whenever, subsequent to the contractor's filing of , 
patent application for any invention conceived or first 
actually reduced to practice in the course of the perform 
of a contract, the Surgeon General, after obtaining and 
considering the advice of such advisory bodies or consult. 
ants as he deems appropriate and competent, has ground to 
believe that such invention, whether related to a product, 
process, or otherwise, is at such stage of development that 
if it were more generally available it would meet a health 
need and that the public interest -]/- requires the inventig 
to be available for health purposes to others than the co, 
tractor ami his licensees, he shall so notify the contracte, 
giving reasons therefor, ani request him, within a tim 
specified, to take appropriate steps to meet the public 
which may include the issuance of licenses to additional 
manufacturers of the contractor's own selection. (Such nm. 
quests shall be supplementary to such informal consultatioy 
between the Surgeon General or his representative and the 
contractor as have taken plece in accordance with the provi. 
sions of section A.3c above.) 


If, upon expiration of the time specified, or such extensia 
thereof as approved by the Surgeon General, the Surgeon 
General finds that the contractor has failed to take appr. 
priate steps adequate to meet the public need, he shall 
notify the contractor, with reasons therefor, that at the a 
of 90 days from such notice he will exercise the rights 
specified below. If within 20 days of receipt of such notis 
the contractor fails to file a written request for a heariy 
as provided below, the Surgeon General shall upon expiratin 
of the above 90-dey period heave the right: 
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b of a (1) to dedicate to the public all rights in the invention 
ice or 2/ or; 
the 
onted ) (2) to issue (under or in anticipation of the issuance of 
of any any such patent) nonexclusive, royalty-free licenses 
B35 (for practice of the invention for any health purpose) 
on a nonmdiscriminatory basis to all qualified applicants 
to use, manufacture and sell embodiments of the inven- 
tion for any health purpose, 3/ 
public 
ment ec. If, within 20 days of receipt of notice, the contractor files 
of a such request for a hearing, the Surgeon General, or a repre- 
ret sentative or representatives designated by him for this pur- 
rf ormany pose, shall afford the contractor a reasonable opportunity to 
und be heard, to be represented by counsel, to present any perti- 
sult. nent information and argument, and to rebut any other informa- 
i to tion to be considered in reaching a decision, The findings by 
oduct, the Surgeon General or such representative(s) shall be in 
nt that writing, shall be based solely on the material presented at 
ealth the hearing, and shall be final and binding on the contractor. 
Lnventia If the Surgeon General's decision based on these findings be 
1 COle thet the contractor has not met the public need and that 
atracte, public dedication or additional licensing by the Surgeon 
De General is necessary in the public interest, he may so dedi- 
Le nee, cate or license, effective at the end of the above-provided 
nal 90-day period or at the conclusion of the hearing, whichever 
ich Te is later. 
[tation 
5. t 
» provi. Agreement that in the event the contractor elects, 
winine a period (not to exceed six months after the invention 
was or should have been reported) specified in the contract, not 
ctonsia to file a patent application on the invention, or, having elected 
yon to file thereafter fails to file and diligently prosecute a 
EPPO patent application, the Surgeon General, when he deems it neces- 
- sary in order to protect the availability of the invention for 
tthe a health purposes, shall have the right to require the assignment 
its to the Government of all domestic rights therein except for the 
oh notin reservation of a nonexclusive royalty-free license to the 
contractor. 


2/ Such dedication to be effective against the contractor and any persons 
claiming from him upon filing by the Surgeon General with the Commis- 
sioner of Patents of notice of same. 


3/ Either one or both of these alternatives shall be specified in the 
contract. 
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6. 


7. 
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- Similarly, agreement that if the contractor fails 
to file, or elects not to file, foreign patent applications which 
the Surgeon General determines are necessary to protect the avail. 
ability of the invention for health purposes in other countries, 
the Surgeon General may require the assignment of the foreign 
rights. 


Renegotiation on new leads. (Such a provision not mandatory), 
The contract may provide that if, in the course of the performance 
of the contract, the contractor identifies any new lead which it 
wishes to develop at its own expense, without utilization of faci. 
lities financed by the Government, the Surgeon General may, when 
he deems it consistent with advancement of the research purposes 
of the Government, renegotiate the application of the patent pro 
visions of the contract to such new lead. Any modification of the 
terms of the contract shall be upon such consideration (which may 
be used to reduce the obligation of the Government under the con. 
tract) as the Surgeon General may deem equitable under the circum 
stances, after taking into consideration the extent of the invest. 
ment of the Government in relation to the probable cost of further 
development, 


C. Contracting with suppliers for screening end testing only. 


1. 


2. 


When a company furnishes, for controlled screening and testing 
only, compounds or products not otherwise available to the Service 
and in which the company has a proprietary interest, the contract 
may provide that all rights in the compound or product shall remain 
in the company, It may additionally provide for confidentiality of 
the results for a limited period after the completion of the screen 
ing process and the report of the results by the Service to the sup. 
plier. Such period, as to results deemed significant for the re- 
search purpose, shall not exceed 12 months. 


When the screening end testing of compounds obtained from the sup- 
plier under such a contract is carried out by an outside laboratory, 
the contract of the Service with the laboratory will contain provi- 
sions to safeguard the rights of the supplier under its contract 
with the Service. 


D 


| 
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Inventions by Federal Employees. Inventions made by Federal employees, 
or by Federal employees jointly with others, are subject to determina- 
tion under applicable Executive Orders and Department regulations, 
Appropriate reference to this requirement will be made in sommection 
with contracts with suppliers of chemical campounds for use in 
research to be conducted by the Service, ami contracts for research 
ami development in which Federal employees may in any way partici- 
pate. 


Background patents or rights. Nothing in this policy statement shall 
be deemed to limit the authority of the Surgeon General to negotiate 
for a license or other rights under existing patents or involving the 
use of patented or unpatented compounds or processes, as he may de2m 
necessary for the effective prosecution of the cancer chemotherapy 


program. 
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Burns, Doane, BENEpIcT & IRons, 
Washington, D.C., December 18, 1959, 
Re supplement to record of hearings of November 30—-December 5, 1959. 
Hon. ERwin MITCHELL, 
Chairman, Patents Subcommittee, Committee on Science and Astronautics, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN MITCHELL: First, with respect to companies who would hot 


take research and development contracts from NASA because the patent, proyj. _ 


sions of section 305 of the Space Act are generally comparable to those of section 
152 of the Atomic Energy Act, I am authorized to file with your committee the 
attached letter from Industrial Nucleonics Corp., Columbus, Ohio. I cal] yi 

attention to the fact that the Industrial Nucleonics Corp., although solicited 

the Atomic Energy Commission, has consistently refused to enter into research 
and development contracts with AEC because of the patent provisions of that 
= and that the same attitude would apply under the patent provisions of 

Second, counsel for the committee indicated that it would be helpfu! to haye 
names of patent lawyers who would counsel clients as to the advisability of 
taking research and development contracts from NASA. Within the time limita. 
tions, it has been impossible to do more than make spot checks. 

The hereinafter-named patent lawyers in the Los Angeles, Calif., area haye 
indicated that they would advise clients with respect to NASA contracts jp 
essence as follows: 

(1) If the client’s economic position so permits, he should not take 4 
NASA contract at all, unless his specialized services are vitally needed in 
case of national emergency ; 

(2) The client should be especially circumspect about taking a NASA 
contract in any field in which he already has an established commercial 
position. 


D. Gordon Angus, 234 East Colorado Street, Pasadena, Calif. 

Richard F. Carr, 4041 Marlton Avenue, Los Angeles, Calif. 

Robert H. Fraser, 433 South Spring Street, Los Angeles, Calif. 

Robert E. Geauque, 7335 Van Nuys Boulevard, Van Nuys, Calif. 

William W. Glenny, 210 West Seventh Street, Los Angeles, Calif. 

Ford W. Harris, Jr., Harris, Kiech, Russell & Kern, 417 South Hill Street, Los 
Angeles, Calif. 

Edmund F. Shanahan, 3540 Wilshire Boulevard, Los Angeles, Calif. 

R. Welton Whann, 315 West Ninth Street, Los Angeles, Calif. 


Some of the above patent lawyers have indicated that they would additionally 
advise a client that he should not take a NASA contract if he has any back- 
ground knowledge, patent rights, or special ability in that field, unless his special 
ability is vitally needed in case of national emergency. 

The members of the writer’s firm have and will continue to give clients advice 
in the same vein as hereinabove set forth until such time as the proprietary 
rights of a contractor in inventions in the client’s specialized field of interest can 
be equitably dealt with in the negotiation of the contract. 

In this connection the committee should bear in mind the broad consideration 
of the patent provisions of section 305 of the Space Act, which resulted in the 
resolution by the American Patent Law Association that such provisions should 
be repealed, which resolution was set forth in the presentation by Mr. Richard 
Whiting before the committee. 

It is courteously asked that this communication be included in the record of 
the hearings. 

Respectfully, 
JAMES P. Burns. 


INDUSTRIAL NUCLEONICS CoRP., 
Columbus, Ohio, December 11, 1959. 
NATIONAL COUNCIL OF PATENT LAW ASSOCIATIONS, 
Washington, D.C. 


(Attention: James P. Burns, Esq., chairman. ) 


Dear Mr. Burns: Your letter of December 8 requests to be informed of 
companies that have refused to take a NASA contract because of the patent 
provisions and also the names of patent lawyers who would so advise a client. 


| 
‘ 
\ 
) 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 609 


You will recall that in my testimony before the AEC hearings last April, I 
stated that the Industrial Nucleonics Corp., although solicited by the AEC, has 
consistently refused to enter into research and development contracts with the 
AEC. Prior to these hearings I contacted several other corporations that may 
be considered leaders in the application of radioisotopes to industry. Each 
of these companies, except one, had made it clear that they would not enter 
into a contract with the AEC because of the patent provisions. 

I am aware that in this instance we are concerned with the NASA and not 
the AEC directly, however, since the NASA has patterned its patent provisions 
after that of the AEC I believe the above information may be pertinent. Fur- 
thermore, this corporation, similar to other radioisotope industries, is essentially 
an electronic company. It is more than likely that in the future this company 
would enter into the space field, either as a prime or subcontractor to the NASA, 
if the present patent block were removed. 

I will continue to advise this corporation, and any other corporation having 
a substantial equity in the development of commercial products, that because of 
the patent provisions of section 305 of the Space Act it would not be in their 
best interests to take a NASA research and development contract. 

Yours very truly, 
ANTHONY D. CENNAMO, Patent Counsel. 


STATEMENT OF J. ANTHONY MORAN, GENERAL COUNSEL, SPACE AND 
ASTRONAUTICS FOUNDATION 


My name is J. Anthony Moran and I am general counsel of the Space and 
Astronautics Foundation which is located at 1001 Connecticut Avenue, Washing- 
ton, D.C. I am an attorney and was formerly legal consultant of the House 
Select Committee on Astronautics and Space Exploration and the House Commit- 
tee on Science and Astronautics. 

Our foundation is a nonprofit membership organization whose primary pur- 
pose is the promotion and advancement of the United States in the worldwide 
art and science of space technology. We are dedicated, but not limited, to the 
greater and more efficient utilization and operation of the scientific, educational, 
and industrial resources and facilities of our country in outer space explora- 
tion for peaceful and civilian purposes. 

Briefly, the demands for governmental action immediately following the first 
known successful launching of the Russian sputnik was reflected by the legisla- 
tive program of the Congress of the United States on matters concerned with 
astronautical and outer space activities. An April 2, 1958, the President sent a 
special message to the Congress dealing with the continuance of outer space ac- 
tivities under a civilian agency. Thereafter and on the same date, a draft of 
proposed legislation for implementing the President’s message was introduced 
in both the House and the Senate. After extensive hearings the National Aero- 
nautics and Space Act of 1958 was enacted by the Congress and signed into law 
on July 29, 1958, as Public Law 85-568. The congressional Select Space Com- 
mittees took cognizance of the fact that the civilian space agency must be 
empowered to conduct research programs at its own facilities and further recog- 
nized that the desired success in the space program would require a marshaling 
of all available skills and resources of industry, educational institutions, and 
other qualified organizations who would proceed as contractors with the Na- 
tional Aeronautics and Space Administration. It was clearly the intent of Con- 
gress that the main objective of NASA would be to promote the art of space tech- 
nology and allied sciences as rapidly and efficiently as possible. The need for 
such a civilian agency was considered by the Congress to be very urgent in view 
of the known achievements of the Russians in this field. We are all aware that 
the Russians continue to surpass any achievements that have been made by us 
in the field of space exploration for civilian purposes and in view of the policy 
of the administration the gap will be further widened rather than closed. It 
is the considered opinion of our foundation that the civilian space agency should 
be permitted to step up its activities and not be unnecessarily hampered in car- 
rying out its objectives as intended by the Congress. 

I am familiar with the statements that have been made before this committee 
by various interested groups and individuals in connection with section 305, the 
patent provision, of the National Aeronautics and Space Act of 1958. Further, I 
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am familiar with the statements that were made by many of these same inter. 
ested groups and individuals on this section before the Natcher subcommittee of 
the House select committee. Part of my duties at the time I was with the eon. 
mittee involved the patent provision before and after the enactment of the Space 
Act. These groups claimed then as they claim now that section 305 of the 
Space Act denies NASA the freedom to enter into research and development 
contracts on terms reasonably calculated to attract the most productive, begt 
qualified, and best equipped companies in industry. Further claims have beep 
made that the patent provision of the act is discriminatory against business, both 
large and small, that it reduces the incentive of such companies to enter into 
Government research and development contracts and would produce reguits 
which would be adverse to the Nation. Without reservation, these claims should 
be carefully studied and a complete investigation should be made to determine 
their validity. 

A majority of the members of both the House and Senate select committees, 
after studied consideration of all the factors involved, felt that the present 
patent provision was necessary. It certainly was not added at the last minute 
on the floor without public hearings nor was it the result of impromptu legisla. 
tion. 

Should further investigation into this matter reveal that section 305 of the act, 
or any of its subsections, in any way are a hindrance or a barrier to the success 
of our program for outer space it certainly should be properly stricken from the 
act, and NASA should be permitted to follow the patent procedures of the 
Department of Defense. Otherwise, it is the recommendation of this foundation 
that the amendments proposed by NASA should be favorably considered and 
adopted by this committee. 

Because of the nature of our space program many of the various projects 
have been and may continue to be transferred from the military to the civilian 
space agency. The basic and fundamental science and technology is similar for 
both military and civilian space vehicles and satellites. Therefore the founda. 
tion feels that the Defense agencies and the civilian space agency should haye 
uniform patent procedures and provisions covering property rights and inven. 
tions in the field of space science and technology. 
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APPENDIX I 
Public Law 85-568 


ae 85th Congress, H. R. 12575 

July 29, 1958 

‘the AN ACT 

a Jo provide for research into problems of flight within and outside the earth’s 

been atmosphere, and for other purposes. 

both 

into | Be it enacted by the Senate and House of Representatives of the 

sults Ynited States of America in Congress assembled, National 

) Aeronautics 
“| qITLEI—SHORT TITLE, DECLARATION OF POLICY, AND Space 

tees, DEFINITIONS 

sent 

hute SHORT TITLE 

isla- 


Sec. 101. This Act may be cited as the “National Aeronautics and 
act, Space Act of 1958”. 


a | DECLARATION OF POLICY AND PURPOSE 
ye Sec. 102. (a) The Congress hereby declares that it is the policy of 


the United States that activities in space should be devoted to peaceful 

jects purposes for the benefit of all mankind. , 
(by The Congress declares that the general welfare and security of 
r for the United States require that adequate provision be made for aero- 


nda’ ) nautical and space activities. The Congress further declares that 
have | — guch activities shall be the responsibility of, and shall be directed by, 
nven- 3 


a civilian agency exercising control over aeronautical and space ac- 
tivities sponsored by the United States, except that activities peculiar 
| to or primarily associated with the development of weapons systems, 
military operations, or the defense of the United States (including 
the research and development necessary to make effective provision for 
| the defense of the United States) shall be the responsibility of, and 
shall be directed by, the Department of Defense; and that determina- 
tion as to which such agency has responsibility for and direction of 
any such activity shall be made by the President in conformity with 
section_201 _(e). 72 Stat. 426. 
(c) The aeronautical and space activities of the United States shall 72 Stat. 427. 
be conducted so as to contribute materially to one or more: of the 
following objectives : 

(1) 1e expansion of human knowledge of phenomena in the 
atmosphere and space; 

(2) The improvement of the usefulness, performance, speed, 
safety, and efficiency of aeronautical and space vehicles; 

| (3) The development and operation of vehicles capable of 
] carrying instruments, equipment, supplies, and living otganisms 
through space; 

(4) The establishment of long-range studies of the potential 
benefits to be gained from, the opportunities for, and the problems 
involved in the utilization of aeronautical and space activities for 
peaceful and scientific purposes ; 

(5) The preservation of the role of the United States as a 
leader in aeronautical and space science and technology and in 
the application thereof to the conduct of peaceful activities within 
and outside the atmosphere ; ’ 

(6) The making available to agencies directly concerned with 
national defense of discoveries that have military value or signifi- 
cance, and the furnishing by such agencies, to the civilian agency 
established to direct and control nonmilitary aeronautical and 
space activities, of information as to discoveries which have value 

or significance to that agency ; 
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(7) Cooperation by the United States with other nations ang 
groups of nations in work done pursuant to this Act and in the 
peaceful application of the results thereof ; and 

(8) The most effective utilization of the scientific and engineer. 
ing resources of the United States, with close cooperation amo 
all interested agencies of the United States in order to ayoj 
unnecessary duplication of effort, facilities, and equipment. 

(d) It is the purpose of this Act to carry out and effectuate the 
policies declared in subsections (a), (b),and (c). 


DEFINITIONS 


Sec. 103. As used in this Act— 

(1) the term “aeronautical and space activities” means (4 
research into, and the solution of, problems of flight within and 
outside the earth’s atmosphere, (B) the development, construe. 
tion, testing, and operation for research purposes of aeronautical 
and space vehicles, and (C) such other activities as may be 
required for the exploration of space; and 

(2) the term “aeronautical, and space vehicles” means air. 
craft, missiles, satellites, and other space vehicles, manned and 
unmanned. together with related equipment, devices, components, 
and parts. 


TITLE II—COORDINATION OF AERONAUTICAL AND 
SPACE ACTIVITIES 


NATIONAL AERONAUTICS AND SPACE COUNCIL 


Establishment. Sec. 201. (a) There is hereby established the National Aeronautics 


and Space Council (hereinafter called the “Council”) which shall be 
composed of— 
(1) the President (who shall preside over meetings of the 


72 Stat. 427. 
72 Stat. 428. @ secretary of State; 


Alternate. 


(3) the Secretary of Defense ; 

(4) the Administrator of the National Aeronautics and Space 
Administration ; 

(5) the Chairman of the Atomic Energy Commission; 

(6) not more than one additional member appointed by the 
President from the departments and agencies of the Federal Gov- 
ernment; and 

(7) not more than three other members appointed by the Presi- 
dent, solely on the basis of established records of distinguished 
achievement, from among individuals in private life who are 
eminent in science, engineering, technology, education, adminis- 
tration, or public affairs. 

(b) Each member of the Council from a department or agency of the 
Federal Government may designate another officer of his department 
o aemecy to serve on the Council as his alternate in his unavoidable 
absence. 

(c) Each member of the Council appointed or designated under 
aragraphs (6) and (7) of subsection nee each alternate member 
esignated under subsection (b), shall be appointed or designated to 

serve as such by and with the advice and consent of the Senate, unless 
at the time of such appointment or designation he holds an office in 
the Federal Government to which he was appointed by and with the 
advice and consent of the Senate. 


| 


) 
| 
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(d) It shall be the function of the Council to advise the President 
with respect to the performance of the duties prescribed in subsection 
(e) of this section. 

(e) In conformity with the provisions of section 102 of this Act, it 
shall be the duty of the President to— 

(1) survey all significant aeronautical and space activities, in- 
cluding the policies, plans, programs, and accomplishments of 

all agencies of the United States engaged in such activities; 

(3) develop a comprehensive program of aeronautical and 

space activities to be conducted by agencies of the United States ; 

(3) designate and fix responsibility for the direction of major 
aeronautical and space activities; 

(4) provide for effective cooperation between the National Aero- 
nautics and Space Administration and the Department of 
Defense in all such activities, and specify which of such activities 
may be carried on concurrently by both such agencies notwith- 
standing the assignment of primary responsibility therefor to one 
or the other of such agencies; and 

(5) resolve differences arising among departments and agencies 
of the United States with respect to aeronautical and space activ- 
ities under this Act, including differences as to whether a partic- 
ular project is an aeronautical and spgce activity. © = 

(f) The Council may ee | a staff to be headed by a civilian 
executive secretary who shall be appointed by the President by and 
with the advice and consent of the Senate and shall receive compen- 
sation at the rate of $20,000 a year. The executive secretary, subject 
to the direction of the Council, is authorized to appoint and fix the 
compensation of such personnel, including not more than three persons 
who may be appointed without regard to the civil service laws or the 
Classification Act of 1949 and compensated at the rate of not more 
than $19,000 a year, as may be necessary to perform such duties as may 
be prescribed by the Council in connection with the performance of 
its functions. Each appointment under this subsection shall be sub- 
ject to the same security requirements as those established for person- 
nel of the National Aeronautics and Space Administration appointed 
under section 203 (b) (2) of this Act. 

(g) Members o 


istrative Expenses Act of 1946 (5 U..S. C. 73b-2) relating to persons 
serving without compensation. 


NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 


Suc. 202. (a) There is hereby established the National Aeronautics 
and S Administration (hereinafter called the “Administration”. 
The Administration shall be headed by an Administrator, who shall 
be appointed from civilian life by the President by and with the 
advice and consent of the Senate, and shall receive compensation at 
the rate of $22,500 per annum. Under the supervision and direction 
of the President, the Administrator shall be responsible for the exer- 
cise of all powers and the discharge of all duties of the Administration, 
and my ve authority and control over all personnel and activities 

(b) There shall be in the Administration a Deputy Administrator, 
who shall be appointed from civilian life by the President by and with 
the advice and consent of the Senate, shall receive compensation at the 
rate of $21,500 per annum, and shall perform such duties and exercise 
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such powers as the Administrator may prescribe. The Deputy Ad, 
ministrator shall act for, and exercise the powers of, the Adminis. 
trator ge his absence or disability. 

Restriction. (¢) The Administrator and the Seas Administrator shall not 
engage in any other business, vocation, or employment while serving 
as such. 

FUNCTIONS OF THE ADMINISTRATION 


Sec. 203. (a) The Administration, in order to carry out the purpose 
of this Act, shall— 
( plan, direct, and conduct aeronautical and space activities: 
2) arrange for participation by the scientific community in 
planning scientific measurements and observations to be made 
through use of aeronautical and space vehicles, and conduct or 
0 al for the conduct of such measurements and observations; 
an 
(3) provide for the widest practicable and appropriate dis. 
semination of information concerning its activities and the results 
thereof. 
(b) In the performance of its functions the Administration jg 
authorized— 
Rules and (1) to make, promulgate, issue, rescind, and amend rules and 
regulations. regulations governing the manner of its operations and the exer. 
cise of the powers vested in it by law; 
Employees. (2) to appoint and fix the compensation of such officers and 
employees as may be necessary to carry out such functions. Such 
° officers and employees shall be appointed in accordance with the 
civil-service laws and their compensation fixed in accordance 
63 Stat. 954. with the Classification Act of 1949, except that (A) to the extent 
5 USC 1071 note. the Administrator deems such action necessary to the discharge 
of his responsibilities, he may appoint and fix the compensation 
(up to a limit of $19,000 a year, or up to a limit of $21,000 a year 
for a maximum of ten positions) of not more than two hun 
and sixty of the scientific, engineering, and administrative per- 
sonnel of the Administration without regard to such laws, and 
(B) to the extent the Administrator deems such action necessary 
72 Stat. 429. to recruit specially qualified scientific and engineering talent, he 
72 Stat. 430, may establish the entrance grade for scientific and engineering 
personnel without previous service in the Federal Government at 
a level up to two grades higher than the grade provided for such 
rsonnel under the General Schedule established by the Classi- 
cation Act of 1949, and fix their compensation accordingly; 
Acquisition of (3) to acquire (by purchase, lease, condemnation, or otherwise), 
property. construct, improve, repair, operate, and maintain laboratories, re- 
search and testing sites and facilities, aeronautical and space 
vehicles, quarters and related accommodations for employees and 
dependents of employees of the Administration, and such other 
real and personal property (including patents), or any interest 
therein, as the Administration deems necessary within and out- 
side the continental United States; to lease to others such real and 
personal property ; to sell and otherwise dispose of real and per- 
sonal property (including patents and rights thereunder) in 
accordance with the provisions of the Federal Property and 
Administrative Services Act of 1949, as amended (40 U.S. C. 471 
63 Stat. 377. et seq.) and to provide by contract or otherwise for cafeterias 
and other necessary facilities for the welfare of employees of the 
Administration at its installations and purchase and maintain 
equipment therefor; 


| 
| 
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(4) to accept unconditional gifts or donations of services, cirts. 

Ad. | money, or property, real, personal, or mixed, tangible or 

unis- intangible ; 
(5) without regard to section 3648 of the Revised Statutes, as contracts, 

L not amended (31 U.S. C. 529), to enter into and perform such con- etc. 

‘ing ° tracts, leases, cooperative agreements, or other transactions as may 60 Stat. 809, 
be necessary in the conduct of its work and on such terms as it 
' may deem appropriate, with any agency or instrumentality of 

: the United States, or with any State, Territory, or possession, or 

| with any political subdivision thereof, or with any person, firm, 
} 


association, corporation, or educational institution. To the maxi- 
mum extent practicable and consistent with the accomplishment of 


and private agencies and instrumentalities in the use of services, 
and uipment, and facilities. Each department and agency of the 
Federal Government shall cooperate fully with the Administra- 


LY in : 
the pur of this Act, such contracts, leases, agreements, and 
ri other transactions shall be allocated by the Administrator. in a 
ions: manner which will enable small-business concerns to participate 
’ | equitably and proportionately in the conduct of the work of the 
6) to use, wi eir consent, the servic uipment, personnel, agence 
malts | an of Federal and other with or without reim- 
n is bursement, and on a similar basis to cooperate with other public 
) 


03) tion in making its services, equipment, personnel, and facilities 

and available to the Administration, and any such department or 

Such -—«sagency is authorized, notwithstanding any other provision of law, 

‘the |  totransfer to or to receive from the Administration, without reim- 

ance |  bursement, aeronautical and space vehicles, and supplies and 

tent ! equipment other than administrative supplies or equipment; 

arge (7) to appoint such advisory committees as may be appropriate Advisory 
tion for purposes of consultation and advice to the Administration in committees. 


the performance of its functions; 

red a to establish within the Administration such offices and pro- Coordination. 
ures as may be appropriate to provide for the greatest possible 

coordination of its activities under this Act with related scientific 

ary and other activities being carried on by other public and private Agate 

he | agencies and organizations; 2 Stat. 431. 

ring (9) to obtain services as authorized by section 15 of the Act of 

tat ' August 2, 1946 (5 U.S. C. 55a), at rates not to exceed $100 per 60 stat. 810. 


diem for individuals ; 

i. | {10) when determined by the Administrator to be necessary, Employment. 
and subject to such security investigations as he may determine Aliens. 

se), to be appropriate, to employ aliens without regard to statutory 


provisions prohibiting payment of compensation to aliens; 

} (11) to employ. retired commissioned officers of the armed Retired 
and | forces of the United States and compensate them at the rate estab- officers. 
lished for the positions occupied by them within the Administra- 


a tion, subject only to the limitations in pay set forth in section 212 
fall of the Act of June 30, 1932, as amended (5 U.S. C. 59a) ; 68 Stat. 18. 
sal _ (12) with the approval of the President, to enter into coopera- Agreements. 
ver | tive agreements under which members of the Army, Navy, Air 

in _—- Foree, and Marine Corps may be detailed by the appropriate 
aiid Secretary for services in the performance of functions under this 


a1 Act to the same extent as that to which they might be lawfully 
assigned in the Department of Defense; and 


the | (13) (A) to consider, ascertain, adjust, determine, settle, and cyains. 
ain pay, on behalf of the United States, in full satisfaction thereof, 

any claim for $5,000 or less against the United States for bodily 
injury, death, or damage to or loss of real or personal property 
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Report to 
Congress. 


resulting from the conduct of the Administration’s functions gs 
specified in subsection (a) of this section, where such claim js 


presented to the Administration in writing within two years after 


the accident or incident out of which the claim arises; and 


(B) if the Administration considers that a claim in excess of | 


$5,000 is meritorious and would otherwise be covered by this 
aragraph, to report the facts and circumstances thereof to the 
ngress for its consideration. 


CIVILIAN-MILITARY LIAISON COMMITTEE 


Sec. 204. (a) There shall be a Civilian-Military Liaison Com. 
mittee consisting of— 

(1) a Chairman, who shall be the head thereof and who shall be 
appointed by the President, shall serve at the pleasure of the 

resident, and shall receive compensation (in the manner pro. 
vided in subsection (d)) at the rate of $20,000 per annum; 

(2) one or more representatives from the Department of De. 
fense, and one or more representatives from each of the Depart- 
ments of the Army, Navy, and Air Force, to be assigned by the 
Secretary of Defense to serve on the Committee without addi. 
tional compensation; and 


(3) representatives from the Administration, to be assigned 


dministrator to serve on the Committee without ad 
compensation, equal in number,to the number of representatives 
assigned to serve on the Committee under paragrap (2). 

(b e Administration and the Department of ense, through 
the Liaison Committee, shall advise and consult with each other on 
all matters within their respective jurisdictions relating to aeronauti- 
cal and space activities and shall keep each other fully and currently 
informed with respect to such activities. 

(c) If the Secretary of Defense concludes that any request, action, 
proposed action, or failure to act on the part of the Administrator is 
adverse to the responsibilities of the Department of Defense, or the 
Administrator concludes that 9 Ne ome action, proposed action, or 
failure to act on the part of the Department of Defense is adverse to 
the responsibilities of the Administration, and the Administrator and 


72 Stat. 431, the Secretary of Defense are unable to reach an agreement with r- 
“J? Stat. 432, spect thereto, either the Administrator or the Secretary of Defense 


Chairman. 


may refer the matter to the President for his decision (which shall be 
final) as provided in section 201 (e). 

(d) Notwithstanding the adiageng of any other law, any active or 
retired officer of the Army, Navy, or Air Force may serve as Chair- 
man of the Liaison Committee without prejudice to his active or re- 
tired status as such officer. The compensation received by any such 
officer for his service as Chairman of the Liaison Committee shall be 
equal to the amount (if any) by which the compensation fixed by sub- 
section (a) (1) for such Chairman exceeds his pay and allowances 
(including special and incentive pays) as an active officer, or his 
retired pay. 

INTERNATIONAL COOPERATION 


Sec. 205. The Administration, under the foreign policy guidance 
of the President, may engage in a program of international coopera- 
tion in work done pursuant to this Act, and in the peaceful — 
tion of the results thereof, pursuant to ments made by the Presi- 
dent with the advice and consent of the Senate. ' 


ia 
; 
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1S ag REPORTS TO THE CONGRESS 


ifter Sec. 206. (a) The Administration shall submit to the President for 
transmittal to the Congress, semiannually and at such other times as it 
sof deems desirable, a report of its activities and accomplishments. 
this (b) The President shall transmit to the Congress in January of each 
> the year a report, which shall include (1) a comprehensive description of 
the programed activities and the accomplishments of all agencies of 
the United States in the field of aeronautics and space activities during 
the preceding calendar year, and (2) an evaluation of such activities 
1 and accomplishments in terms of the attainment of, or the failure to 
Am- attain, the objectives described in section 102 (c) of this Act. 
, (ce) Any report made under this section shall contain such recom- 
lI be mendations for additional legislation as the Administrator or the 
_the President may consider necessary or desirable for the attainment of 
Pro- the objectives described in section 102 (c) of this Act. 
(d) No information which has been classified for reasons of 
De- national security shall be included in any report made under this 


art- ection, unless such information has been declassified by, or pursuant 
to authorization given by, the President. 

| TITLE III—MISCELLANEOUS 

an | NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


Sec. 301. (a) The National Advisory Committee for Aeronautics, Termination. 
ugh on the effective date of this section, shall cease to exist. Onsuch date Transfer of 
all functions, powers, duties, and obligations, and all real and per- functions. 


uti sonal property, personnel (other than members of the Committee), 

ntly funds, and records of that organization, shall be transferred to the 

i | Administration. 

wed (b) Section 2302 of title 10 of the United States Code is amended by Definitions. 

on striking out “or the Executive Secretary of the National Advisory 70A Stat. 127. 
| Committee for Aeronautics.” and inserting in lieu thereof “or the Ad- 

“re ministrator of the National Aeronautics and Space Administration.” ; 


prs and section 2303 of such title 10 is amended by striking out “The Na- 
_ tional Advisory Committee for Aeronautics.” and inserting in lieu 


Te thereof “The National Aeronautics and Space Administration.” 

I be ; (c) The first section of the Act of August 26, 1950 (5 U.S.C. 22-1), 64 stat. 476. 
is amended by striking out “the Director, Advisory 77 

site tee for Aeronautics” and inserting in lieu thereof “the Administrator 72 Stat. 433, 

te of the National Aeronautics and Space Administration”, and by strik- 

pi ing out “or National Advisory Committee for Aeronautics” and insert- 


Be ing in lieu thereof “or National Aeronautics and Space Administra- 
tion”. 
a | (d) The Unitary Wind Tunnel Plan Act of 1949 (50 U.S. C. 511- 
’ 515) is amended th) by striking out “The National Advisory Com- 63 Stat. 936. 
hs mittee for Aeronautics (hereinafter referred to as the ‘Committee’)” 
_ and inserting in lieu thereof “The Administrator of the National 
Aeronautics and Space Administration (hereinafter referred to as the 
‘Administrator’)”; (2) by striking out “Committee” or “Committee’s” 


ance wherever they appear and inserting in lieu thereof “Administrator” 

era, | and “Administrator’s”, respectively; and (3) by striking out “its” 

lica- . Wherever it appears and inserting in lieu thereof “his”. 

resi- (e) This section shall take effect ninety days after the date of the Effective 


enactment of this Act, or on any earlier date on which the Administra- date. 

_ tor shall determine, and announce by proclamation published in the 

Federal Register, that the Administration has been organized and is Publication 
prepared to discharge the duties and exercise the powers conferred in F.R. 
upon it by this Act. 
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TRANSFER OF RELATED FUNCTIONS 


Sxc. 302. (a) Subject to the provisions of this section, the Presi 
for a period of four years after the date of enactment of this Act, ma 
transfer to the Administration any functions (including pow 
duties, activities, facilities, and parts of functions) of any other de. 
partment or agency of the United States, or of any officer or organiza. 
tional entity thereof, which relate primarily to the functions, powe 
and duties of the Administration as prescribed by section 203 of this 
Act. In connection with any such transfer, the President may, under 
this section or other applicable authority, provide for appropriate 
transfers of records, property, civilian personnel, and funds. 

Reports to (D) Whenever any such transfer is made before January 1, 1959, 

Congress. the President shall transmit to the Speaker of the House of Repre. 
sentatives and the President pro tempore of the Senate a full and 
complete report concerning the nature and effect of such transfer, 

(c) After December 31, 1958, no transfer shall be made under this 
section until (1) a full and complete report ae the nature and 
effect of such proposed transfer has been transmitted by the President 
to the Congress, and (2) the first period of sixty calendar days of 
regular session of the Congress following the date of receipt of such 
report by the Congress has expired without the adoption by the Con- 

ress of a concurrent resolution stating that the Congress does not 
avor such transfer. 
ACCESS TO INFORMATION 


Sec. 303. Information obtained or developed by the Administrator 
in the performance of his functions under this Act shall be made avail. 
able for public inspection, ig 2 (A) information authorized or 
required by Federal statute to withheld, and (B) information 
classified to protect the national security: Provided, That nothing in 
this Act shatheattacien the withholding of information by the Admin. 
istrator from the duly authorized committees of the Congress. 


SECURITY 


Requirements, Sec. 304. (a) The Administrator shall establish such security 
requirements, restrictions, and safeguards as he deems necessary in 
72 Stat. 433. the interest o j ity. The Administrator may arrange 
72 Stat. 434, wit rvice Commission for the conduct of such security 
or other personnel investigations of the Administration’s officers, 
employees, and consultants, and its contractors and subcontractors 
and their officers and employees, actual or prospective, as he deems 
appropriate; and if any such investigation develops any data reflect- 
ing that the individual who is the subject thereof is of questionable 
Referral to loyalty the matter shall be referred to the Federal Bureau of Investi- 


F.B.I. gation for the conduct of a full field investigation, the results of 
which shall be furnished to the Administrator. 

Access to (b) The Atomic Energy Commission may authorize any of its 

AEC restric- employees, or employees of any contractor, prospective contractor, 

ted data. licensee, or prospective licensee of the Atomic Energy Commission or 


any other person authorized to have access to Restricted Data by the 
Atomic Energy Commission under subsection 145 b. of the Atomic 
68 Stat. 942, Energy Act of 1954 (42 U. S. C. 2165 (b)), to permit any member, 
officer, or employee of the Council, or the Administrator, or any officer, 
employee, member of an advisory committee, contractor, subcontractor, 
or officer or employee of a contractor or subcontractor of the Adminis- 
tration, to have access to Restricted Data relating to aeronautical and 
space activities which is required in the performance of his duties and 
so certified by the Council or the Administrator, as the case may be, 


dent, 
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but only if (1) the Council or Administrator or designee thereof has 
determined, in accordance with the established personnel security pro- 
cedures and standards of the Council or Administration, that permit- 
ting such individual to have access to such Restricted Data will not 
ye ai the common defense and security, and (2) the Council or 
Administrator or designee thereof finds that the established personnel 
and other security procedures and standards of the Council or Admin- 
istration are adequate and in reasonable conformity to the standards 
established by the Atomic Energy Commission under section 145 of the 
Atomic Energy Act of 1954 (49 U. S. C. 2165). Any individual 
granted access to such Restricted Data pursuant to this su tion may 
exchange such Data with any individual who (A) is an officer or 
employee of the Department of Defense, or any department or agency 
thereof, or a member of the armed forces, or a contractor or subcon- 
tractor of any such department, agency, or armed force, or an officer 
or employee of any such contractor or subcontractor, and (B) has been 
authorized to have access to Restricted Data under the provisions of 
section 143 of the Atomic Energy Act of 1954 (42 U.S. C. 2163). 

(c) Chapter 37 of title 18 of the United States Code (entitled 
Espionage and Censorship) is amended ie 

(1) adding at the end thereof the following new section : 


“$799. Violation of regulations of National Aeronautics and Space Administration 


“Whoever willfully shall violate, attempt to violate, or conspire to 
violate any regulation or order promulgated by the Administrator of 
the National Aeronautics and Space Administration for the protection 
or security of any laboratory, station, base or other facility, or part 
thereof, or any aircraft, missile, spacecraft, or similar wren or part 
thereof, or other property or equipment in the custody of the Admin- 
istration, or any real or personal property or equipment in the custody 
of any contractor under any contract with the Administration or any 
subcontractor of any such contractor, shall be fined not more than 
$5,000, or imprisoned not more than one year, or both.” 

(2) adding at the end of the sectional analysis thereof the fol- 
lowing new item: 


“799. Violation of regulations of National Aeronautics and Space Administration.” 


(d) Section 1114 of title 18 of the United States Code is amended by 
inserting immediately before “while en in the performance of hi 
oficial duties” the following: “or any officer or employee of the 
National Aeronautics and Space Administration directed to guard and 
protect property of the United States under the administration and 
control of the National Aeronautics and Space Administration,”. 

(e) The Administrator may direct such of the officers and employees 
of the Administration as he deems necessary in the public interest to 
earry firearms while in the conduct of their official duties. The 
Administrator may also authorize such of those employees of the con- 
tractors and subcontractors ef the Administration engaged in the pro- 
tection of property owned by the United States and located at facilities 
owned by or contracted to the United States as he deems necessary in 
the public interest, to carry firearms while in the conduct of their 
official duties. 


PROPERTY RIGHTS IN INVENTIONS 


Sec. 305. (a) Whenever any invention is made in the performance 
of any work under any contract of the Administration, and the Admin- 
istrator determines that— 

(1) the person who made the invention was employed or 
assigned to perform research, development, or exploration work 
and the invention is related to the work he was employed or 
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assigned to perform, or that it was within the scope of his employ. 
ment duties, whether or not it was made during working hours, 
or with a contribution by the Government of the use of Gowan 
ment facilities, equipment, materials, allocated funds, informs. 
tion proprietary to the Government, or services of Government 
employees during working hours; or 
2) the person who made the invention was not employed or 
assigned to perform research, development, or exploration w 
but the invention is nevertheless related to the contract, or to the 
work or duties he was employed or assigned to perform, and wag 
made during working hours, or with a contribution from the 
Government of the sort referred to in clause (1), ] 
such invention shall be the exclusive property of the United Sta 
and if such invention is patentable a patent therefor shall be issu 
to the United States upon application made by the Administrator 
unless the Administrator waives all or any part of the rights of the 
United States to such invention in conformity with the provisions of 
subsection (f) of thissection. 
Contract (b) Each contract entered into by the Administrator with any 
provision. party for the performance of any work shall contain effective’ provi- 
sions under which such party shall furnish promptly to the Admip: 
istrator a written report containing full and complete technical 
information any invention, discovery, improvement, or 
innovation which may be made in the performance of any such work, 
Patent (c) No patent may be issued to any applicant other than the Admin. 
application, istrator for any invention which appears to the Commissioner of Pat- 
ents to have significant utility in the conduct of aeronautical and space 
activities unless the applicant files with the Commissioner, with the 
application or within thirty days after request therefor by the Com- 
missioner, a written statement executed under oath setting forth the 
full facts concerning the circumstances under which such invention was 
made and stating the relationship (if any) of such invention to the 
peer of ve work under any contract of the Administration, 
opies of each such statement and the application to which it relates 
shall be transmitted forthwith by the Commissioner to the Adminis. 
trator. 

(d) Upon any application as to which any such statement has been 
transmitted to the Administrator, the Commissioner may, if the in- 

72 Stat. 435, _ vention is patentable, issue a patent to the applicant unless the Admin- 

72 Stat. 436,  istrator, aii ninety days after receipt of such aetna and state- 
ment, — that such patent be issued to him on behalf of the United 

Board of Patent States. If, within such time, the Administrator files such a request 

Interferences. with the Commissioner, the Commissioner shall transmit notice thereof 
to the applicant, and shall issue such patent to the Administrator 
unless the applicant within thirty days after receipt of such notice 
requests a hearing before a Board of Patent Interferences on the ques- 
tion whether the Administrator is entitled under this section to receive 
such patent. The Board may hear and determine, in accordance with 
rules and procedures established for interference cases, the question 
so presented, and its determination shall be subject to appeal by the 
applicant or by the Administrator to the Court of Customs and Patent 
Appeals in accordance with procedures-governing appeals from deci- 
sions of the Board of Patent Interferences in other proceedings. 

(e) Whenever any patent has been issued to any applicant in con- 
formity with subsection (d), and the Administrator thereafter has 
reason to believe that the statement filed by the applicant in connec- 
tion therewith contained any false representation of any material 
fact, the Administrator within five years after the date of issuance 
of such patent may file with the Commissioner a request for the trans- 
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fer to the Administrator of title to such patent on the records of the 
Commissioner. Notice of any such request shall be transmitted by 
the Commissioner to the owner of record of such patent, and title to 
such patent shall be so transferred to the Administrator unless within 
thirty days after receipt of such notice such owner of record requests 
a hearing before a Board of Patent Interferences on the question 
whether any such false representation was contained in such state- 
ment. Suc pe shall be heard and determined, and determina- 
tion thereof shall be subject to review, in the manner prescribed by 
subsection (d) for questions arising thereunder. No request made 
by the Administrator under this subsection for the transfer of title 
to any patent, and no eee for the violation of any criminal 
statute, shall be barred by any failure of the Administrator to make a 

uest under subsection (d) for the issuance of ‘such patent to him, 
or by any notice previously given by the Administrator stating that 
he had no objection to the issuance of such patent-to the applicant 

r. 
er. such regulations in conformity with this subsection as Waiver. 
the Administrator shall prescribe, he may waive all or any part of the 
rights of the United States under this section with respect to any 
invention or class of inventions made or which may be made by any 
n or class of persons in the performance of any work required 

any contract of the Administration if the Administrator determines 
that the interests of the United States will be served thereby. Any 
such waiver may be made wee such terms and under such conditions 
as the Administrator shall determine to be required for the protection 
of the interests of the United States. Each such waiver made with 
respect to any invention shall be subject to the reservation by the 
Administrator of an irrevocable, nonexclusive, nontransferrable, 
royalty-free license for the practice of such invention throughout the 
world by or on behalf of the United States or any foreign government 
pursuant to any treaty or agreement with the United States. Each Inventions 

roposal for any waiver under this subsection shall be referred to an and Contribu- 

faventions and Contributions Board which shall be established by the tions Board. 
Administrator within the Administration. Such Board shall accord 
toeach interested party an opportunity for hearing, and shall transmit 
tothe Administrator its findings of fact with respect to such proposal 
and its recommendations for action to be taken with respect arate. 

(g) The Administrator shall determine, and pare os. regula- License 


tions specifying, the terms and conditions upon which licenses will be regulations. 


ted by the Administration for the practice by any pare veiner\ 72 Stat. 436. 
than an agency of the United —- of any invention for which the 72 ~stat. 437. 
Administrator holds a patent on behalf of the United States. 

(h) The Administrator is authorized to take all suitable and nec- Protection 
essary steps to protect any invention or discovery to which he has of title. 
title, and to require that contractors or persons who retain title to 
inventions or discoveries under this section protect the inventions 
or discoveries to which the Administration has or may acquire a license 


of use. 

(i) The Administration shall be considered a defense agency of the Defense agency. 
United States for the purpose of chapter 17 of title 35 of the United 66 stat. 805- 
States Code. 808. 

(j) As used in this section— Definitions. 

(1) the term “person” means any individual, partnership, cor- 
poration, association, institution, or other entity; 

(2) the term “contract” means any actual or proposed contract, 
agreement, understanding, or other arrangement, and includes 
any assignment, substitution of parties, or subcontract executed 
or en’ into thereunder ; and 
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(3) the term “made”, when used in relation to any invention, _ 
means the conception or first actual reduction to practice of such 
invention. 


CONTRIBUTIONS AWARDS 


Sec. 306. (a) Subject to the provisions of this section, the Adminis. 
trator is authorized, upon his own initiative or upon application of 
any person, to make a monetary award, in such amount and upon 
such terms as he shall determine to be warranted, to any person (ag 
defined by section 305) for any scientific or technical contribution to 
the Administration which is determined by the Administrator to have 
significant value in the conduct of aeronautical and space activities, 
Each application made for any such award shall be referred to the 
Inventions and Contributions rd established under section 305 of 
this Act. Such Board shall accord to each such applicant an op. 
portunity for hearing upon such application, and shall transmit to 
the Administrator its recommendation as to the terms of the award, 
if any, to be made to such applicant for such contribution. In deter. 
mining the terms and conditions of any award the Administrator 
shall take into account— 
the value of the contribution to the United States; 

2) the aggregate amount of ane. sums which have been ex- 
pended by the applicant for the development of such contribution; 

(3) the amount of any compensation (other than salary re. 
ceived for services rendered as an officer or employee of the Gov- 
ernment) previously received by the applicant for or on account 
of the use of such contribution by the United States; and 

(4) such other factors as the Administrator shall determine 
to be material. 

(b) If more than one applicant under subsection (a) claims an in- 
terest in the same contribution, the Administrator shall ascertain and 
determine the respective interests of such applicants, and shall appor- 
tion any award to be made with respect to such contribution am 
such applicants in such proportions as he shall determine to be equ- _ 
table. K o award may be made under subsection (a) with respect to 
any contribution— 

(1) unless the applicant surrenders, by such means as the Ad- 
ministrator shall determine to be effective, all claims which such 
applicant may have to receive any compensation (other than the 

72 Stat. 437. award made under this section) for the use of such contribution or 

72 Stat. 438, any element thereof at any time by or on behalf of the United 
States, or by or on behalf of any foreign government pursuant 
to any treaty or agreement with the United States, within the 
United States or at any other place; 

(2) in any amount exceeding $100,000, unless the Administra- 
tor has transmitted to the appropriate committees of the Congress 
a full and complete report concerning the amount and terms of, 
and the basis for, such proposed award, and thirty calendar days 
of regular session of the coast have expired after receipt of 
such report by such committees. 
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72 Stat. 438, 
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APPROPRIATIONS 


Sec. 307. (a) There are hereby authorized to be appropriated such 
sums as may be necessary to carry out this Act, except that nothing in 
this Act shall authorize the appropriation of any amount for (1) the 
acquisition or condemnation of any real property, or (2) any other 
item of a capital nature (such as plant or facility acquisition, con- 
struction, or expansion) which exceeds $250,000. Sums appropriated 
pursuant to this subsection for the construction of facilities, or 
for research and development activities, shall remain available until 
xpended. 
mtb) Any funds appropriated for the construction of facilities may 
be used for emergency repairs of existing facilities when such existing 
facilities are made inoperative by major breakdown, accident, or other 
cireumstances and such repairs are deemed by the Administrator to 
be of greater urgency than the construction of new facilities. 


Approved July 29, 1958. 
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SUGGESTED CHANGES BY THE NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 


A BILL To amend section 305 of the National Aeronautics and Space Act of 1958 entitle 
“Property Rights in Inventions,” and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the National Aeronautics and Space Act 
of 1958, as amended, is amended by striking out the section 305 thereof, anq 
substituting therefor a new section 305, entitled “Property Rights in Inventions", 
which reads as follows: 


“PROPERTY RIGHTS IN INVENTIONS 


“Sec. 305. (a) Each contract or other arrangement entered into by the Ad. 
ministration, and each subcontract at all tiers thereunder, which has as one 
of its purposes the performance of experimental, developmental, or research 
work, shall contain provisions prescribed by the Administrator governing the 
disposition of the rights to inventions conceived or first actually reduced to 
practice thereunder in a manner calculated to protect the public interest and 
the equities of the contractor. 

“(b) The Administrator or his designee may, whenever the contract provides 
for the vesting of title to an invention in the United States, waive the rights 
of the United States to such invention on such terms and conditions as he deter. 
mines to be in the best interest of the United States: Provided, That any such 
waiver shall be subject to the reservation of an irrevocable, nonexclusive, nop. 
transferable, royalty-free license for the practice of such invention throughout 
the world by or on behalf of the United States or any foreign government pur. 
suant to any treaty or agreement with the United States. 

“(e) The Administrator may waive, upon the same terms as provided in sub. 
section (b) of this section, ail or any part of the rights of the United States to 
inventions made in the performance of any work under any contract heretofore 
entered into by or for the Administration which have become the exclusive 
property of the United States. Any contract heretofore entered into by or 
for the Administration, on.which final payment has not been made, may be 
amended without consideration to effectuate the purposes of this section: Pro- 
vided, That no such amendment shall affect the status of inventions which have 
become the exclusive property of the United States. 

“(d) The Administration shall be considered a defense agency of the United 
States for the purpose of chapter 17 of title 35 of the United States Code.” 


| 
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FOREWORD 


This report on the operation of the Government Patents Board 
indicates the lack of coordination among Government agencies that 
now exists in the handling of inventions ~ employees. e members 
of the Board have not even met since November 9, 1956, and the 
Budget Bureau has not yet acted upon the Chairman’s legislative 
recommendations, intended to resolve this problem. 

The report was prepared by Clarence M. Dinkins of the subcom- 
mittee staff under the supervision of Robert L. Wright, chief counsel 
of the Subcommittee on Patents, Trademarks, and Copyrights, as part 
of the subcommittee’s study of the U.S. patent system, conducted 

ursuant to Senate Resolution 53 of the 86th Congress, Ist session. 
tis the fifth of a series dealing with the patent practices of various 
agencies of the Federal Government. The purpose and scope of 
these reports is more fully described in the annual report of the 
subcommittee issued on March 9, 1959, on pages 5 and 6. 

At the time the subcommittee’s annual report was prepared it was 
not contemplated that a separate report on the Government Patents 
Board would be issued. However, upon further investigation it was 
determined that a report on the current status of the Board and the 
work of its Chairman would be essential to a complete understanding 
of agency patent practices. In the case of most Government agencies, 
when the Government obtains less than a complete assignment of the 
patent on an employee’s invention, the decision of the agency con- 
cerned is automatically reviewed by the Chairman of this Board, 
pursuant to the Executive order which created the Board. 

Among other things, the report shows that during the calendar 
years 1950 through 1958 the Chairman of the Government Patents 

ard reversed the agencies’ determinations 116 times, and in 97 of 
these 116 cases the employee’s interest was increased. Although the 
Chairman obviously entertains a more liberal view of the employee’s 
rights than some of the agencies, the Chairman’s decisions in indi- 
vidual cases have never been published and are not circulated among 
lawyers or the general public. There is, therefore, no means readily 
available for an appraisal by an employee or his attorney of the extent 
and character of the difference in viewpoint between the Chairman and 
the employee’s agency. While the Chairman has indicated that any 
employee or his attorney may have access to any particular decision 
in which he may be interested, there is no way of knowing without 
examining all of them, which of the Chairman’s 2,347 decisions may 
be pertinent to his case. 

he report reveals an urgent need for legislative action to resolve 
policy differences among the members of the Board. The State 
Department, for example, does not approve of the neglect of foreign 
patent rights that has apparently become standard practice in most 
agencies. The Defense agencies, and what may be called public 
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service agencies, such as the Department of Agriculture, and the 
Department of Health, Education, and Welfare, seem to be deeply 
divided as to how employee inventions should be handled. Not 

to resolve these conflicts has been done by administrative order | 
by legislation. However, it is hoped that a helpful recommendatioy ’ 
ewe the Budget Bureau on this matter will be available in the neg | 
uture. 


JosEPH C. O’MaHoney, 
Chairman, Subcommittee on Patents, Trademarks, and Copyrights, 
Committee on the Judiciary, 


OcroBeR 30, 1959. 
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PRELIMINARY REPORT ON THE PATENT PRACTICES OF THE 
GOVERNMENT PATENTS BOARD 


I. Lecat AUTHORITY 


This Board was created by Executive Order 10096 (15 F.R. 389), 
which was promulgated by President Truman on January 23, 1950. 
It was designed primarily to bring about a uniform policy with respect 
to the determination of property rights in inventions made by Govern- 
ment employees. For purposes of this discussion, the salient features 
of the order are as follows: 


1. The endeer, basic policy is established for all Govern- 
ment agencies with respect to inventions hereafter made by 
any Government employee: 

(a) The Government shall obtain the entire right, title, 
and interest: in and to all inventions made by any Govern- 
ment employee (1) during working hours, or (2) with a con- 
tribution by the Government of facilities, equipment, ma- 
terials, funds or information, or of time or services of other 
Government employees on official duty, or (3) which bear a 
direct relation to or are made in consequence of the official 
duties of the inventor. 

(b) In any case where the contribution of the Government, 
as measured by any one or more of the criteria set forth in 
paragraph (a) last above, to the invention is insufficient 
equitably to justify a requirement of assignment to the Gov- 
ernment of the entire right, title, and interest to such inven- 
tion, or in any case where the Government has insufficient 
interest in an invention to obtain entire right, title, and in- 
terest therein (although the Government could obtain same 
under par. (a), above), the Government agency concerned, 
subject to the approval of the Chairman of the Government 
Patents Board (provided for in par. 3 of this order and herein- 
after referred to as the Chairman), shall leave title to such 
invention in the employee, subject, however, to the reserva- 
tion to the Government of a nonexclusive, irrevocable, 
royalty-free license in the invention with power to grant 
licenses for all governmental purposes, such reservation, in 
the terms thereof, to appear, where practicable, in any patent, 
domestic or foreign, which may issue on such invention. 

(c) In applying the provisions of paragraphs (a) and (b), 
above, to the facts and circumstances relating to the making 
of any particular invention, it shall be presumed that an 
invention made by an employee who is employed or assigned 
(i) to invent or improve or perfect any art, machine, manu- 
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facture, or composition of matter; (ii) to conduct or perform 
research, development work, or both; (iii) to supervise, 
direct, coordinate, or review Government-financed or con- 
ducted research, development work, or both; or (iv) to act 

in a liaison capacity among governmental or nongovern- 
mental agencies or individuals engaged in such work, or made 

by an employee included within any other category of em- 
ployees specified by regulations issued pursuant to section 
4(b) hereof, falls within the provisions of paragraph (a), 
above, and it shall be presumed that any invention made by 
any other employee falls within the provisions of paragraph 

(b), above. Bither presumption may be rebutted by the 
facts or circumstances attendant upon the conditions under: | 
which any particular invention is made and, notwithstand- . 
ing the foregoing, shall not preclude a determination that — 
the invention falls within the provisions of paragraph (d) 
next below. 

(d) In any case wherein the Government neither (1) 
pursuant to the provisions of paragraph (a) above, obtains | 
entire right, title, and interest in and to an invention nor (2) 
pursuant to the provisions of paragraph (b) above, reserves 
a nonexclusive, irrevocable, royalty-free license in the inven- 
tion with power to grant licenses for all governmental pur- 
poses, the Government shall leave the entire right, title, and 
interest in and to the invention in the Government employee, 
subject to law. 

* * * * 


5. The functions and duties of the Secretary of Com- 
merce and the Department of Commerce under the provi- 
sions of Executive Order No. 9865 of June 14, 1947, are 
hereby transferred to the Chairman and the whole or any 
part of such functions and duties may be delegated by him 
to any government agency or officer: Provided, That said 
Executive Order No. 9865 shall not be deemed to be amended 
or affected by any provision of this Executive order other 
than this paragraph 5. 


* * * * * 


Section 3(a) provides for the creation of a Government Patents , 
Board with a Chairman to be appointed by the President. 

Executive Order 9865, referred to in 10096, relates to foreign patent ) 
protection on Government-owned inventions and the exchange of 
patent information with foreign governments. This order reads in 
part as follows: 


1. All Government departments and agencies shall, when- 
ever practicable, acquire the right to file foreign patent appli- 
cations on inventions resulting from research conducted or 
financed by the Government. 

2. All Government departments and agencies which have 
or may hereafter acquire title to inventions or the right to file 
patent applications abroad thereon, shall fully and con- 
tinuously inform the Department of Commerce concernin | 
such inventions, except as provided in section 6 hereof, an 
shall make recommendations to the Department of Com- 
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merce as to which of such inventions should receive patent 
protection by the United States abroad and the foreign 
jurisdictions in which such patent protection should be 
sought. The recommendations of such departments and 
agencies shall indicate the immediate or future industrial, 
commercial, or other value of the invention concerned, in- 
cluding its value to public health. 

3. The Department of Commerce shall determine whether, 
and in what foreign jurisdictions, the United States should 
seek patents for such inventions and, to the extent of appro- 

riations available therefor, shall procure patent protection 
or such inventions, taking all action, consistent with existing 
law, necessary to acquire and maintain patent rights abroad. 
Such determinations of the said Department shall be made 
after full consultation with U.S. industry and commerce, 
with the Department of State, and with other Government 
agencies familiar with the technical, scientific, industrial, 
commercial, or other economic or social factors affecting the 
invention involved, and after consideration of the availability 
of valid patent protection in the countries determined to be 
immediate or potential markets for, or producers of, products, 
processes, or services covered by or relating to the invention. 

4. The Department of Commerce shall administer foreign 
patents acquired by the United States under the terms of this 
order and shall issue licenses thereunder in accordance with 
law under such rules and regulations as the Secretary of Com- 
merce shall prescribe. Nationals of the United States shall 
be granted licenses on a nonexclusive royalty-free basis except 
in such cases as the Secretary shall determine and proclaim it 
to be inconsistent with the public interest to issue such li- 
censes on a nonexclusive, royalty-free basis. 

* * * 


(For complete copies of Executive Orders 10096 and 9865 see appen- 
dices A and B, pp. 17-22.) 


II. Present Practice 


A. ADMINISTRATION 

1. Personnel 

The Government Patents Board operates with a relatively small 
staff consisting of the following: (1) a Chairman who is appointed by 
and directly responsible to the President, (2) a Deputy Chairman who 
is the principal assistant to the Chairman, (3) secretary to the Board 
and administrative assistant, (4) one examiner who reviews agency 
determinations initially and prepares proposed decisions for considera- 
tion by the Chairman, (5) secretary to the Chairman, (6) docket clerk, 
(7) secretary to the Deputy Chairman. 


2. Nature of work and performance statistics 

The work of the Chairman of the Government Patents Board is 
quasi-judicial in character and primarily concerns the property rights 
of the Government and its employees in inventions made by those 
employees. All cases in which the agency determines that the Govern- 
ment is equitably entitled to require less than a complete assignment 
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of the invention involved are automatically reviewed by the Chairman 
of the Board who either affirms, modifies, or reverses the original deg. 


sion. In cases where the employee is dissatisfied with the agency’ | 


determination, he may appeal directly to the Chairman, and in cages 


where the Chairman reaches a conclusion different from the agency's , 


determination, either the agency or employee involved may petition 
for reconsideration. In any event, the decisions of the Chairman arp 
final. There have been no appeals to the courts from any decisions of 
the Chairman. 

Ten Government departments and agencies are represented on the 
Board. The members of this Board, appointed by the heads of their 


agencies, act in an advisory capacity to the Chairman and also consy|t | 


with the Chairman on individual patent problems which arise within 
their respective agencies. In addition, these Board members are q; 

pointed to serve on working committees established by the Chairman 
to study important matters and to report their findings and recom. 
mendations to him. Among the subjects which have been considered 
by these committees are: the development of rules and regulations: 
the question of foreign patent protection; incentive awards; the ad. 
ministration and disposition of Government-owned inventive subject 
matter; and the drafting of proposed legislation to supersede Executive 
Order 10096. The Board has held 52 meetings to date; however, its 
last meeting was held on November 9, 1956. Inasmuch as the Boardis 


advisory to the Chairman on policy matters, no further meetings haye | 


been held since that meeting which considered drafts of proposed 


re prepared by a working committee and the Chairman. No | 
other questions of policy have arisen necessitating a meeting of the , 


Board pending the resolution of this question of policy by the ad. 
ministration. 
The names of the Government departments and agencies presently 
represented on the Government Patents Board are as follows: 
Department of Agriculture 
Department of Commerce 
Department of Defense 
Department of Health, Education, and Welfare 
Department of the Interior 
Department of Justice 
Department of State 
Civil Service Commission 
General Services Administration 
National Aeronautics and Space Administration 
All of these agencies or their predecessors were specifically designated 
in Executive Order 10096 to have a representative on the Board. 
During calendar years 1950 through 1958 the Chairman rendered 
2,357 decisions. Of these decisions 2,333 arose from automatic reviews 
of agency determinations (employees~ requested the Chairman to 
reconsider his decision in 7 of these cases) and 24 arose from the ap- 
peals to the Chairman from the determinations of the agency. 
Of the 2,357 total decisions rendered 108 were reversals of agency 


determinations pursuant to automatic review of agency determina- > 


tions. Petitions for reconsideration of an agency reversal were fe 
ceived in seven cases. In view of additional information supplied in 
the petitions, five agency determinations were restored and two revers- 
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als were affirmed. Of the 24 employee appeals from agency determina- 
tions (not submitted for automatic review under the Executive order) 
13 resulted in reversals of the agency determinations. Thus the total 
number of agency determinations approved is 2,241 and the total of 


was second with 424; 
epartment had the low- 


est number, 1 each. A breakdown of these reversals by agencies 


appears in the following table: 


Government Patents Board decision status, calendar years 1950-58 


Government | Government 
Patents Patents 
Agency Board de- re- Appeals 
ons ren- versals 
Central Intelligence Agency. 66 
Federat Power 5 2 
Health, Education, and Welfare----.......--.----.---..--..-- 27 2 1 
Housing and Home Finance den 
1 This includes all reversals made by the Chairman and covers automatic reviews and 
Fora ion of the nature of the action taken on these reversals see the tabulation at pp. 10-11, 


8. Collection and dissemination of information regarding Government 


patent rights 


Section 2(b) of Executive Order 10096 reads as follows: 


licies adopted by the 

Chairman, all inventions or rights therein, including licenses 

owned or controlled by the United States or any Government 

agency, shall be indexed, and copies, summaries, analyses, 
st 


Under arrangements made and 


and a 


racts thereof shall be maintained and made available 


to all Government agencies and to public libraries, universi- 
ties, trade associations, scientists and scientific groups, in- 
dustrial and commercial organizations, and all other in- 


. terested groups of persons. 


The inventions and patent rights referred to in this section not _— 
apply to those to which the Government has title, but also cover 
tent — in which the Government has an interest, 


icenses w 


sources. 


including 


ich arise from research and development contracts and other 
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In commenting about his activities under this section, the Chaj 
had the following to say: 


Section 2(b) of Executive Order 10096 has reference to the 
Index of Inventions which was established and maintained by 


the Office of the Chairman. At the first meeting of the Boa: 


there was a general discussion of this subject and, after study 
fs working committee, work was initiated on the assem- 
bling of basic information on Government-owned inventions 
and those inventions in which the Government had license 
rights. The Index was established and all of the patents in- 
cluded in the Index were abstracted. At the time this opera- 
tion was transferred to the Department of Commerce (as ex- 
plained below) there were 5,844 Government-owned inven- 
tions and 16,556 licensed inventions included in the Index, 

A booklet published by the Department of Commerce in 
1951 entitled ‘‘Government-Owned Inventions for Free Use,” 
listed 2,339 Government-owned patents, active as of January 
1, 1951, which patents were available to the public under 
nonexclusive, revocable, and royalty-free licenses. More 
than 13,000 copies of this booklet were sold by the Superin- 
tendent of Documents at $1 per copy. This publication also 
called attention to the more than 11,000 additional patents 
recorded in the Index, which the Government could use or 
have used by manufacturers producing for the Government. 
A second booklet also published by the Department of Com- 
merce entitled “Government-Owned Inventions Available 
for License,” listed 3,658 Government-owned patents in 
force as of January 1, 1953, and arranged by industrial 
classification. The Superintendent of Documents sold more 


than 22,000 copies at $1.25 per copy. 


Abstracts of all of the patents recorded in the Index were ° 
available to the general public for inspection in the Office of 
the Chairman. Abstracts of Government-owned patents 
were supplied for use in the field offices of the Department of 
Commerce and the Small Business Administration and also 


to the liaison officers of the agencies. In addition, arran 


ments were made with the McGraw-Hill Publishing Co. for 
the monthly publication in Aviation Week, Chemical Week, 
and Nucleonics of abstracts of recently patented inventions 
assigned to the Government in these three industrial fields. 
The Small Business Administration also selected certain of 
these abstracts for inclusion in its monthly publication, 
“Products List Circular—Opportunities for Small Busi- 


ness.”’ 


In response to a demand for additional information on 
these Government-owned inventions, a third publication 
listing 4,301 patents as of December 31, 1953, was prepared. 
This publication, the Patent Abstract Series, consisted of 
seven volumes in which abstracts of these inventions ac- 
cording to industrial classification were printed for the first 
time. The first volume of this series was released in Septem- 
ber 1954. The volumes published by the Department of 

all Business Administration were 


Commerce and the Sm 
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ment Patents Board and sold through the Department of 
Commerce. Interest in the seven volumes was so note- 
6 worthy that a supplement was published by the Department 
| of Commerce to bring the entire series up to date as of June 
| 30, 1955. The seven volumes of this series and the supple- 
ment were individually priced from $1 to $4 and more than 
21,000 copies of the various volumes had been sold as of 
September 1958. The Chairman received a certain number 
| of copies of these pamphlets which he distributed to Board 
° | members, liaison officers, libraries, etc. 
After establishment of the Index in 1950, continuing stud- 
Pa | ies were made of various proposals for the transfer of this 
rae | function to an operating agency of the Government. Dis- 
bie | cussions were held with the Commissioner of Patents with 
n respect to a plan for the joint operation of the Index of 
| Inventions and the Register of Government Interests in 
y Patents which he maintains pursuant to Executive Order 
r 9424. It was also proposed that the Small Business Admin- 
e ( istration take over responsibilities for the maintenance and 
) 
3 


| prepared from the information maintained by the Govern- 


operation of this Index. The actual use made of the Index 
by the agencies and the general public was one tein dis- 

appointing, and it became evident that interest in the Index 

as a publ source of information or search medium was 
egligible. The Chairman therefore became convinced that 

the principal and apparently the only value of the Index was 
to provide basic data for the issuance of publications such as 

the Patent Abstract Series, and for this limited purpose it 
| was necessary only to maintain that portion of the Index 
containing abstracts of Government-owned patents, ar- 
ranged according to the standard industrial classification. 
( After much study and consideration by the Board, it was 

proposed to transfer the Index of Inventions to the Depart- 
i ment of Commerce. This subject was reviewed in detail in 
\ a letter to the Bureau of the Budget and, as a result, the 
President signed Executive Order 10695 on January 16, 1957 
which revoked paragraph 2(b) of Executive Order 10096 and 
| authorized the Chairman to transfer the Index records to 
eon the Department of Commerce, which has indicated that 
through its Office of Technical Services it will continue pub- 
lishing such abstracts.' 


) l B. POLICY ON RETENTION OF TITLE AS BETWEEN GOVERNMENT AND ITS 
} EMPLOYEE INVENTORS 


Paragraph 6 of Executive Order 10096 requires each Government 

_ agency to take all necessary steps to effectuate this order, including the 
issuance of necessary regulations. All of these activities are to be 

consistent with policies promulgated by the Chairman of the Govern- 

Ment Patents Board. 

‘ Letter to Senator Joseph C. O’ Mahoney, chairman, Subcommittee on Patents, Trademarks, and Copy- 


rights, Committee on the Judiciary, U.S. Senate, from Mr, Robb S. McLaughlin, chairman, Government 
Patents , dated Mar. 30, 1959; hereinafter referred to as letter of Mar. 30, 1959. 
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_ Pursuant to these directions, the Chairman issued a series of r 
tions organizing and describing the functions of the office of the Chair. 0 
man, and regulations see to secure a uniform patent policy with the 
respect to inventions made by all Government employees. 

1951 and 1952 the various Government agencies submitted their pro- 
posed regulations, all of which were subsequently approved by 
Chairman as being consistent with Executive Order 10096, and the 
Chairman’s Administrative Order No. 5 (app. D., pp. 23-28). It wag. 
all these and orders to set up 
a framework for carrying out the patent policies as described i 
t has been the policy of the Chairman since the inception 

Government Patents Board to place a construction 
language in Executive Order 10096 which makes the order more liberal 
in determining employees’ rights than it would be if the language were 
strictly construed. For example, the word ‘‘shall” appearing in par. ’ 
graph 1(a) of Executive Order 10096 has always been construed to 
mean “may”’; i.e., it is permissive and not mandatory. This cop. 
struction is followed by the present Chairman. 

In explaining his position on this point, the Chairman had the 
following to say: 


Historically, unless the context indicates differently, the 
words ‘‘shall” and “may” have been interpreted by the 
courts and understood by Congress and the legislatures of 
the various States to be permissive, and the word “must” to 
be mandatory. However, by common usage in more recent 
times, the words “shall” and “‘must” are understood by the 
layman to be mandatory and the word “may” to be per- 
missive. During the last quarter century Congress and 
various State ro. geri have, in many statutes, included 
definitions which generally state that unless the context 
requires a different interpretation, the words ‘‘must” and 
‘‘shall” are mandatory and the word “‘may”’ is permissive. 

The Executive order contains no definition of the word 
“shall.” Furthermore, if the word ‘shall’ were construed 
to be mandatory as used in said paragraph 1(a), it would 
be contrary to, and in effect nullify, most of the other pro- 
visions set forth in paragraph 1. Such a strict construction of 
the word ‘‘shall’’ would require an employee to surrender to 
the Government rights which the courts have consistently | J 
held the Government was not entitled to in the absence of 
statutory authority. 

In the case of United States v. Dubilier Condenser Corpora- 
tion (289 U.S. 178), Mr. Justice Roberts, speaking for the 
majority of the Court, indicated that if the common law 
rules of equity as applied to rights in inventions made by an 
employee of the Government were to be changed, it was 
not for the executive or judicial branches of the Government 
to do so, but that such a declaration of policy must come 
from the Congress. (See pp. 197-199 and pp. 208-209.) ? 


In addition to the above explanation for the construction of the 
word “shall” and the decision of the Supreme Court in the Dubilier | 


2 Letter of Mar. 30, 1959. 
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onle. ease, the Chairman has stated that his determinations as to the dis- 
ra position of rights involved in an employee’s inventions are based on. 


with following principles: When an invention— 

arin | * * * made by an employee either during working hours 
pro. | or with the use of Government facilities, equipment, ma- 
y the terials, funds, information, or the time or services of other 
1 the Government employees on official duty * * * the Govern- 
b Was ment is entitled to no more than a nonexclusive, irrevocable, 
et up royalty-free license, or, as the courts sometimes refer to it, 
Kec. a shop right, unless the invention bears a direct relation to 

the o cially assigned duties of the inventor. . 

f the The Supreme Court on several occasions has pointed out 
f the that the mere fact an inventor is in the employ of the Gov- 
eral ernment at the time he makes his invention does not transfer 
were to it any title to or interest in his invention. There is no 
ara. | difference in this respect between the Government and any 
d to other employer in the absence of statutory authority or a 
con- contract.® 


The Chairman’s decisions in individual cases have never been pub- 
the lished and copies are not circulated among lawyers or the general 
public. No published digests of these decisions are available other 
than those contained in the book ‘‘Patents, Their Ownership and Ad- 
ministration by the United States Government,” by Howard I. For- 
man, and these are incomplete. There is, therefore, no means readily 
available for an appraisal by an employee or his attorney of the extent 
and character of any difference in viewpoint between the Chairman 
and the employee’s agency. While the Chairman has indicated that 
any employee or his attorney may have access to any particular deci- 
sion in which he may be interested, there is no way of knowing, at. 

resent, which of the Chairman’s 2,357 decisions may be pertinent to 
his case without examining all of them. 

The Chairman has, however, at the request of the subcommittee 
compiled a tabulation of his 116 reversals, which shows the effect of 
his decisions in each case upon title to the patent. For this purpose 
he has grouped these decisions in the following categories: 

Tie. to Law—Refers to a situation in which the agency determined that 
the Government was entitled to a license in the employee’s invention 
a the Chairman decided that the Government was entitled to no 

ts. 

Law to Lic.—Refers to a situation in which the agency determined that 
the Government was entitled to no rights in the employee’s inven- 
* but the Chairman decided that the Government was entitled to 
alicense. 

Lic. to Assgn.—Refers to a situation in which the agency determined 
that the Government was entitled to a license but the Chairman 

decided that the Government was entitled to an assignment: 

Assgn. to Lic.—Refers to a situation in which the agency determined 
that the-Government was entitled to an assignment but the Chair- 
man decided that the Government was entitled to only a license. 

Assgn./Pub. to Lic—Refers to a situation in which the agency de- 

he termined that the Government was entitled to an assignment and 

Sep wished to dedicate the invention to the public by publication but 

the Chairman decided the Government was entitled to only a license. 


4 Letter of Mar. 30, 1959, 
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A breakdown of the Chairman’s reversals under each of these cate. 
gories, by agencies, appears in the following table: ’ 


Government patents board reversal and appeal status, calendar years 1950-58 


L 
Action Taken on Reversals 
AGRICULTURE 
AIR FORCE 
Lic. to Assgn. (affirmed on peti- | 
ARMY 
1 
CENTRAL INTELLIGENCE AGENCY 
COMMERCE 


FEDERAL POWER COMMISSION 
HEALTH, EDUCATION, AND WELFARE ( 
Lic. to 2 
| _ INTERNATIONAL COOPERATION ADMINISTRATION | 
| 
10 
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Action Taken on Reversals—Continued 
INTERIOR 
8 
to Lic. ------------------ 1 
JUSTICE 
1 
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 
5 
Lic. to Assgn..------------------ 1 
NAVY 
Lic. to Assgn- ----------------- 
VETERANS’ ADMINISTRATION 
2 
Assgn./Pub. to Lic.....---------- 1 
11 affirmed on petition. 
Summary: Types of reversals 
1 
Government interest increased 19 
Employee interest increased...............-..-..--...--..--.--.----- 97 
| C. POLICY AS TO FOREIGN FILING ot 
As previously mentioned, Executive Order 9865 attempted to regu- 


late foreign patent protection on Government-owned inventions and 
the exchange of patent information with foreign governments. The 
responsibility for the administration of this order was originally given 
to the Secretary of Commerce, but under section 5 of Executive Order 
10096 this responsibility was transferred to the Chairman of the Goy- 
ernment Patents-Board in January 1950, with the provision that “the 
whole or any part of such functions and duties may be delegated by 
him to any Government agency or officer; * * *.”” Pursuant to the 

rovisions of this section, the Chairman on September 6, 1950, re- 

elegated the responsibility for administering the provisions of Execu- 
uve Order 9865 to the Secretary of Commerce, subject to the approval 


of the Chairman as to all matters of policy. The Secretary of Com- 
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merce in turn assigned this function to the Office of Technical Servicg 

which had been receiving reports from Government agencies makinp 
recommendations as to the desirability of foreign patent Protection 
for inventions made by either employees or contractors when th, 
Government had acquired the foreign rights to such inventions. Th 
Chairman from time to time issued regulations describing the pp. 
cedures necessary to carry out these recommendations. 

Since 1950 the Chairman has been studying this problem of foreign 
filing and foreign patent protection. The first interdepartmentg|| 
foreign patents committee was established on July 13, 1950. Sub. 
sequent committees were established and the last committee’s report 
was rendered on October 30, 1955. 

Although there have been many discussions as to how forej 
patent matters should be handled pursuant to Executive Order 9865 
nothing of a substantial nature has been accomplished: to date tg 
implement the order in this area. In offering some of the reasons why 
so little interest is being shown at present in this subject, the Chair. 
man of the Government Patents Board recently stated: 


. . . The Department of Commerce has asked to be re- 
lieved of its continued participation in this program because 
of the lack of interest on the part of American industry and 
because the program had become inactive since neither 
Congress not industry provided the necessary funds therefor.‘ 


As a result of these studies it was ae that no action should be 
taken with reference to Executive Order 9865 pending-the results of 
proposals for new legislation which would supersede this order. 


D. USE OF PATENTS BY PARTIES RETAINING TITLE 


The Chairman of the Government Patents Board does not keep any 
record of the use made of patents by the Government or its employee 
inventors. 


III. Agency Viewpoint 


A. JUDGMENT AS TO EFFECTIVENESS OF PRESENT POLICY 


The present Chairman of the Government Patents Board is of the 
opinion that the effectiveness of the present policy is about as good as 


can be expected within the framework and limitations of Executive } 


Order 10096. He also feels that the handling of patent matters with 


various Government agencies dealing with patent rights as between | 


the Government and its employee inventions has been greatly im- 
proved since the promulgation of Executive Order 10096 on January — 
23, 190. However, he freely admits that the language of this order 
is not sufficiently clear and comprehensive to cover all the problems 
involved and recommends, as did his predecessors in office, that 
legislation be passed to supersede the order. 

n further clarification of his position on this subject the present 
Chairman had the following to say: 


For many years there existed a wide divergency amo 
the agencies in the interpretation of these principles ai 
their application to individual cases, which resulted in in- 
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equities to both the Government and its employees. Execu- 
tive Order 10096 was issued by the President to establish a 
uniform policy for all agencies and thereby eliminate these 
inequities. The automatic review of certain determinations 
by the agencies as required by the Executive order and Ad- 
ministrative Order No. 5 has secured a more uniform and 
fair treatment for all concerned. However, the criteria of 
said order are ambiguous and the language chosen makes it 
appear to be extremely strict, if not actually contrary to the 
court decisions. As a result, it has been widely misunder- 
stood and misinterpreted, and consequently severely criti- 
cized. I am informed that many employees are reluctant to 
disclose their inventions, and at least some of the agenc 
representatives in the field have been reluctant to furnish fu 
and complete information as to the actual facts and circuin- 
stances under which the reported inventions were made for 
fear that the Government would take greater rights than it 
was equitably entitled to. 

Having complete confidence in the inherent honesty, 
integrity, and devotion of most Government employees to 
their country and agencies when they believe they are fairly 
and equitably treated, this office has repeatedly tried to over- 
come employee misunderstanding and resistance to the pro- 
visions of the Executive order by means of an educational 

rogram. Both of my predecessors took advantage of every 
opportunity to discuss with employees and agency representa- 
tives the manner in which the ambiguous language of para- 
graph 1 of the Executive order was actually being interpreted 
at applied by this office, i.e., in the light of applicable de- 
cisions on the subject by the Federal courts.® 


‘ORDERS | 


Section 3(b) of Executive Order 10096 provides as follows: 


The Government Patents Board shall advise and confer 
with the Chairman concerning the operation of those aspects 
of the Government’s patent policy which are affected by the 
provisions of this order or of Executive Order No. 9865, and 
suggest modifications or improvements where necessary.° 


In commenting upon activities in accordance with this section 
Chairman stated as follows: 


In September 1956 a Board meeting was held to consider 
the reports of the two special committees. The committee 
ern, the basic policy and Executive Order 10096 
recommended that the question of a uniform policy should 
be resolved by the Congress and that proposed legislation 


should be submitted to the Congress. Since the committee _ 


had indicated that it did not intend to submit such ‘a draft, 
the Chairman had undertaken to do so, and his draft was 


B. EFFORTS TO DRAFT LEGISLATION TO SUPERSEDE THE EXECUTIVE 
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considered at the 51st meeting of the Board which was held on 
September 10, 1956, and continued on September 11 and 
September 13. The committee studying the foreign patent 
protection program had recommended rescission of Executive 
Order 9865, with a minority report by the State Department 
member recommending revision of the Order. Hower, 
since the Chairman’s draft legislation included provisions 
relating to foreign patent protection, it was agreed that ac- 
tion on this committee recommendation should be postponed 
pending consideration of said draft. . 

As a result of the 3-day meeting, the Board requested the 
Chairman to appoint a new working committee to prepare 
draft legislation which would be acceptable to all agencies, 
This special committee was appointed by the Chairman, 

On November 9, 1956, the 52d meeting of the Board was 
held to consider the committee’s draft and also a revised draft | 
prepared by the Chairman. The Board approved the com- 
mittee draft. In conformity with the spirit of paragraphs 
3(b) and 4(b) of Executive Order 10096 the Chairman trans- 
mitted a copy of the committee draft to the Bureau of the 
Budget. He could not accept the Board’s recommended 
draft, since its criteria actually stated two policies in an at- 
tempt to “reconcile” the widely divergent views of the ‘ 
agencies. Consequently, the criteria would permit an 
agency to apply whichever policy it deemed desirable, or 
even different policies as to its various bureau. For this 
reason the Chairman submitted his draft with a recommenda- 
tion that it be submitted to the Congress for its considera- 
tion 


Insofar as the subcommittee has been able to ascertain, the Bureay 
of the Budget has taken no action to resolve these differences. 


C. RECOMMENDATIONS AS TO FUTURE POLICY 


As previously stated the Chairman believes that legislation should 
be enacted to cover this field in order that the Government and its 
employee-inventors may both be treated in a fair and equitabk 


manner and in order to establish a uniform policy for all Governimest | 


departments and agencies. 

On this point the present Chairman had the following to say, in 
part: 

* * * T am convinced, as were my predecessors, that the 
real solution to the problem is clear and concise legislation 
on this subject. Most, if not all, of the agencies believe 
such legislation is necessary and desirable. So far the 
stumbling block has been that the various agencies have not 
been able to agree among themselves or with this Office as to 
the provisions, including criteria, which should be con- . 
tained in such legislation. As indicated above, we have 
worked for several years to reconcile these differences. * * * 

This office has always taken the position that a determi- _ 
nation of property rights in employee inventions must be 


1 Letter of Mar. 30, 1959. 
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based upon the facts and circumstances surrounding their 

ing and their relation to the employees’ assigned activ- 
ities at that time, and not upon the basis of the agency or 
bureau in which they are working. After all, they are em- 
ployees of the United States of America rather than of such 
agency. They are entitled to be treated fairly and honestly 
by their Government. Only by the establishment of a 
uniform and equitable policy can they hope to be so treated.® 


During the last session of the 85th Congress the former Chairman 
of the Government Patents Board testified before Subcommittee No. 3 
of the Committee on the Judiciary, House of Representatives, in 
connection with House Joint Resolution 454, which was a bill to estab- 
lish a policy for the determination of rights of the Government and 
its employees in inventions of such employees and to set forth criteria 
to be used in making such determinations. 

After stating his own views about the effectiveness of Executive 
Order 10096, the then Chairman also testified as to the type of legisla- 
tion which was necessary in his opinion to correct the present situation, 
and in addition offered a new resolution which differed considerably 
from House Joint Resolution 454 then under consideration. 

The present Chairman of the Government Patents Board, who was 
Deputy Chairman at that time, participated in the preparation of this 
material and believes at this time that such legislation is necessary. 
On this point, the present Chairman had the following to say: 

As Deputy Chairman I participated in the preparation of 
this material for Subcommittee No. 3 and I believe that if the 
pro resolution were enacted it would provide for fair and 
equitable determinations as to both the Government and its 
employees. However, it would appear that neither the 
agencies nor the administration is _— willing to recom- 
mend and support the adoption of said resolution in its pres- 

ent form. Since my appointment as Chairman I have spent 
a great deal of time in conferences with interested parties in 
an effort to reconcile these differences. I am convinced the 
difficulty is largely a matter of language and involves few, if 
any, serious questions of basic policy. It is | earnest hope 
that these details will be amicably settled in the near future 


and that the administration will recommend appropriate 
legislation during the present session of the Congress.’ 


(For the above-mentioned testimony and proposed new joint resolu- 
tion, see appendix E., pp. 28-43.) 


* Letter of Mar. 30, 1959, 
* Letter of Mar. 30, 1959, 
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APPENDIXES 
APPENDIX A 


Executive OrpER 10096 


PROVIDING FOR A UNIFORM PATENT POLICY FOR THE GOVERNMENT 
WITH RESPECT TO INVENTIONS MADE BY GOVERNMENT EMPLOYEES 
AND FOR THE ADMINISTRATION OF SUCH POLICY 


Whereas inventive advances in scientific and technological fields 
frequently result from governmental activities carried on by Gov- 
ernment employees; and 

Whereas the Government of the United States is expending large 
sums of money annually for the conduct of these activities; and 

Whereas these advances constitute a vast national resource; and 

Whereas it is fitting and proper that the inventive product of func- 
tions of the Government, carried out by Government employees, 
should be available to the Government; and 

Whereas the rights of Government employees in their inventions 
should be recognized in appropriate instances; and 

Whereas the carrying out of the policy of this order requires ap- 
propriate administrative arrangements: 

ow, therefore, by virtue of the authority vested in me by the Con- 
stitution and statutes, and as President of the United States and 
Commander in Chief of the armed forces of the United States, in the 
interest of the establishment and operation of a uniform patent policy 
for the Government with respect to inventions made by Government 
employees, it is hereby ordered as follows: 

1. The following basic policy is established for all Government 
agencies with respect to inventions hereafter made by any Govern- 
ment employee: 

(a) The Government shall obtain the entire right, title, and interest 
in and to all inventions made by any Government employee (1) durin: 
working hours, or (2) with a contribution by the Government o 
facilities, equipment, materials, funds, or information, or of time or 
services of other Government employees on official duty, or (3) which 
bear a direct relation to or are made in consequence of the official 
duties of the inventor. 

(6) In any case where the contribution of the Government, as 
measured by any one or more of the criteria set forth in paragraph 
(a) last above, to the invention is insufficient equitably to justify a 
requirement of assignment to the Government of the entire right, title 


and interest to suct invention, or in any case where the Government 
17 
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has insufficient interest in an invention to obtain entire right, tty! 
and interest therein (although the Government could obtain samy 4 
under par. (a), above), the Government agency concerned, subject tg 
the approval of the Chairman of the Government Patents Board (pry. 
vided fer in par. 3 of this order and hereinafter referred to as th 
Chairman), shall leave title to such invention in the employee, subject, 
however, to the reservation to the Government of a nonexclusiye 
irrevocable, royalty-free license in the invention with power to gran. 
licenses for all governmental purposes, such reservation, in the tern! 
thereof, to appear, where practicable, in any patent, domestic or fo. 
eign, which may issue on such invention. 
(c) In applying the provisions of paragraphs (a) and (5), aboy, 
to the facts and circumstances relating to the making of any pa. 
ticular invention, it shall be presumed that an invention made by » 
employee who is employed or assigned (i) to invent or improve q 
perfect any art, machine, manufacture, or composition of matte, 
(ii) to conduct or perform research, development work, or both 
(iii) to supervise, direct, coordinate, or review Government financed 
or conducted research, development work, or both, or (iv) to act ing 
liaison capacity among governmental or nongovernmental agencies 
individuals engaged in such work, or made by an employee included 
within any other category of employees specified by regulations issued | 
pursuant to section 4(5) fay falls within the provisions of par. 
graph (a), above, and it shall be presumed that any invention mad 
any other employee falls within the provisions of paragraph () 
above. Either presumption may be Sintted by the facts or cir. 
cumstances attendant upon the conditions under which any particula 
invention is made and, notwithstanding the foregoing, shall not pre 
clude a determination that the invention falls within the provision! 
of paragraph (d) next below. : ( 
d) In any case wherein the Government neither (1) pursuant to. 
I 


ons 


the provision of paragraph (a) above, obtains entire right, title, and 
interest in and to an invention nor (2) pursuant to the provisions of 
perseraph (6) above, reserves a nonexclusive, irrevocable, royalty-free 
icense in the invention with power to grant licenses for all govem 
mental purposes, the Government shall leave the entire right, titl,  ‘ 
and interest in and to the invention in the Government employe | 
! 


subject to law. 

(e) Actions taken, end rights acquired, under the foregoing pro. 
visions of this section, shall be reported to the Chairman in accordance’ 
with procedures established by him. a ad 

A Rabject to considerations of national security, or public health ! 
safety or welfare, the following basic policy is established for the cl 
lection, and dissemination to the public, of information concerning 
inventions resulting from Government research and developmatty | 
activities: 

(a) When an invention is made under circumstances defined ny 
paragraph 1(a) of this order giving the United States the right to | 
title thereto, the Government agency concerned shall either prepare 
and file an application for patent therefor in the United States Patent 
Office or make a full disclosure of the invention promptly to the Chair 
man, who may, if he determines the Government interest so requires, 
cause application for patent to be filed or cause the invention to bh 
fully disclosed by publication thereof: Provided, however, That, com 
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istent with present practice of the Department of Agriculture, no 
spplication for patent shall, without the approval of the Secretary of 

iculture, be filed in respect of any variety of plant invented by 
any employee of that Department. he 

(6) Under arrangements made and policies comes by the Chair- 

, all inventions or rights therein, including licenses, owned or 
controlled by the United States or any Government agency shall be 
indexed, and copies, summaries, analyses, and abstracts thereof shall 
be maintained and made available to all Government agencies and to 

ublic libraries, universities, trade associations, scientists and scien- 
tific groups, industrial and commercial organizations, and all other 
interested groups of persons. 

3. (c) A Government Patents Board is established consisting of a 
Chairman of the Government Patents Board, who shall be appointed 
by the President, and of one representative from each of the following: 

Department of Agriculture 

Department of Commerce 

Department of the Interior 

Department of Justice 

Department of State 

Department of Defense 

Civil Service Commission 

Federal Security Agency 

National Advisory Committee for Aeronautics 

General Services Administration 
Each such representative, together with an alternate, shall be desig- 
nated by the head of the agency concerned. 

(6) The Government Patents Board shall advise and confer with the 
Chairman concerning the operation of those aspects of the Govern- 
ment’s patent paley which are affected by the provisions of this order 
or of Executive Order No. 9865, and suggest modifications or improve- 
ments where necessary. 

(c) Consonant with law, the agencies referred to in paragraph 3(a) 
hereof shall as may be necessary for the purpose of chextuatne this 
order furnish assistance to the Board in accordance with section 214 of 
the Independent Offices Appropriation Act, 1946 (59 Stat. 134, 31 U.S.C. 
691). The Department of Commerce shall provide necessary office 
accommodations and facilities for the use of the Board and the Chair- 


(d) The Chairman shall establish such committees and other work- 
ing groups as may be required to advise or assist him in the perform- 
ance of any of his functions. ; 

(e) The Chairman of the Government Patents Board and the Chair- 
man of the Interdepartmental Committee on Scientific Research and 
Development (provided for by Executive Order No. 9912 of December 
24, 1947) shall establish and maintain such mutual consultation as will 
eflect the proper coordination of affairs of common concern. 

4. With a view to obtaining uniform application of the policies set 
out in this order and uniform operations thereunder, the Chairman is 
authorized and directed: 

_ (@) To consult and advise with Government agencies concern- 
ing the application and operation of the policies outlined herein; 

(b) After consultation with the Government Patents Board, to 
formulate and submit to the President for approval such proposed 
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rules and ations as may be necessary or desirable to imple. 
ment and effectuate the aforesaid policies, together with the reg. 
ommendations of the Government Patents Board thereon; 

(c) To submit annually a report to the President concerning the 
operation of such policies, and from time to time such recommen. | 
dations for modification thereof as may be deemed desirable; 

(d) To determine with finality any controversies or disputes 
between any Government agency and its employees, to the extent } P 
submitted by any party to the dispute, concerning the Ownership 
of inventions made by such employees or rights therein; and 

(e) To perform such other or further functions or duties as ma 
from time to time be prescribed by the President or by statute, 

5. The functions and duties of the Secretary of Commerce and the 
Department of Commerce under the provisions of Executive Order 
No. 9865 of June 14, 1947, are hereby transferred to the Chairman and 
the whole or any part of such functions and duties may be delegated 
by him to any Government agency or officer: Provided, That said 

xecutive Order No. 9865 shall not be deemed to be amended or af. 
mes by any provision of this Executive Order other than this para. — 

aph 5. 
me Each Government agency shall take all steps appropriate to 
effectuate this order, including the promulgation of necessary re 
tions which shall not be inconsistent with this order or with regulations — 
issued pursuant to paragraph 4(b) hereof. 

7. As used in this Executive order, the next stated terms, in singular 
and plural, are defined as follows for the purposes hereof: t 

(a) ‘Government agency” includes any executive department and | 
any independent commission, board, office, agency, authority, or other 
establishment of the Executive Branch of the Government of the 
United States (including any such independent regulatory commission 
or board, any such wholly owned corporation, and the Smithsonian 
Institution), but excludes the Atomic Energy Commission. 

(6) “Government employee” includes any officer or employee, 
civilian or military, of any Government agency, except such part-time 
consultants or employees as 4 be excluded by regulations promul- 
gated pursuant to paragraph 4(5) hereof. | 

(c) “Invention” includes any art, machine, manufacture, design, or 
composition of matter, or any new and useful improvement thereof, 
or any variety of plant, which is or may be patentable under the patent ° 
laws of the United States. 


Tue Waite Houssz, January 23, 1950. 


~ 
Spo 


Harry S. TRuMAN. 
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APPENDIX B 
Executive OrpDER 9865 
(As amended by sec. 5 of Executive Order 10096) ! 


PROVIDING FOR THE PROTECTION ABROAD OF INVENTIONS RESULTING 
FROM RESEARCH FINANCED BY THE GOVERNMENT 


Whereas the Government of the United States now has and will 
hereafter acquire title to, or the right to file foreign patent applica- 
tions for, numerous inventions arising out of scientific and technical 
research carried on by or for the Government; and 

Whereas it is in the interest of the United States to acquire patent 

rotection abroad on certain inventions resulting from Government- 
anced research; and 

Whereas it is in the interest of the Government to foster, promote, 
and develop the foreign commerce of the United States: 

Now, therefore, by virtue of the authority vested in me as President 
of the United States by the Constitution and statutes, and as Com- 
mander in Chief of the Army and Navy, and in the interest of the 
foreign affairs functions of the United States and the internal manage- 
ment of the Government, it is hereby ordered as follows: 

1. All Government departments and agencies shall, whenever prac- 
ticable, acquire the right to file foreign patent applications on inven- 
tions resulting from research conducted or financed by the Govern- 
ment. 

2. All Government departments and agencies which have or may 
hereafter acquire title to inventions, or the right to file patent applica- 
tions abroad thereon, shall fully and continuously inform the [Depart- 
ment of Commerce] Chairman of the Government Patents Board con- 
cerning such inventions, except as provided in section 6 hereof, and 
shall make recommendations to the [Department of Commerce] Chair- 
man of the Government Patents Board as to which of such inventions 
should receive patent protection by the United States abroad and the 
foreign jurisdictions in which such patent protection should be sought. 
The recommendatidns of such departments and agencies shall indicate 
the immediate or fature industrial, commercial or other value of the 
invention concerned, including its value to public health. 

1 Sec. 5 of Executive Order 10096: 
“§. The functions and duties of the Secretary of Commerce and the Department of Commerce under the 
provisions of Executive Order No. 9865 of June 14, 1947, are hereby transferred to the Chairman and the 


whole or any part of such functions and duties may be delegated by him to any Government cy or officer: 
Provided, That said Executive Order No. 9865 shall — deemed to be amended or aff by any provi- 


“Harry 8, TRUMAN, 
“Tue Wuite House, January 28, 1950.” 
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3. The [Department of Commerce] Chairman of the Government } 
Patents Board shall determine whether, and in what foreign jurisdig, 
tions, the United States should seek patents for such inventions ap 
to the extent of appropriations available therefor, shall procure patep} 
protection for such inventions, taking all action, consistent with exist. 
ing law, necessary to acquire and maintain patent rights abroad | 
Such determinations of the [said Department] Chairman of the Gop. 


ernment Patents Board shall be made after full consultation with } 


United States industry and commerce, with the Department of State 
and with other Government agencies familiar with the technical 
scientific, industrial, commercial or other economic or social factors 
affecting the invention involved, and after consideration of the avail. 
ability of valid patent protection in the countries determined to bg 
immediate or potential markets for, or producers of, products, prog. 
esses, or services covered by or relating to the invention. 
4. The [Department of Commerce] Chairman of the Government 
Patents Board shall administer foreign patents acquired by the United 
States under the terms of this order and shall issue licenses thereunde 


in accordance with law under such rules and regulations as the [Secre. | 
tary of Commerce] Chairman of the Government Patents Board shall 


prescribe. Nationals of the United States shall be granted license 


on a nonexclusive royalty-free basis except in such cases as the [Seere. | 


tary] Chairman shall determine and proclaim it to be inconsistent with 
the public interest to issue such licenses on a nonexclusive royalty-free 
basis. 


5. The Department of State, in consultation with the [Department _ 


of Commerce] Chairman of the Government Patents Board, shall negoti- 
ate arrangements among governments under which each government 
and its nationals shall have access to the foreign patents of the other 

“1 att governments. Patents relating to matters of public 
health may be licensed by the [Secretary of Commerce] Chairman of 
the Government Patents Board, with the approval of the Secretary of 
State, to any country or its nationals upon such terms and conditions 
as are in accordance with law and as the (Secretary of Commerce] 
Chairman of the Government Patents Board determines to be appropri- 
ate, regardless of whether such country is a party to the arrangements 
provided for in this section. 

6. There shall be exempted from the provisions of this order (a) all 
inventions within the jurisdiction of the Atomic Energy Commission 
except in such cases as the said Commission specifically authorizes the 
inclusion of an invention under the terms of this order; and (6) all other 
inventions officially classified as secret or confidential for reasons of 
the national security. Nothing in this order shall supersede the de 
classification policies and procedures established by Executive Orders 
Nos. 9568 of June 8, 1945, 9604 of August 25, 1945, and 9809 of 
December 12, 1946. 

Harry S. Truman. 

Tue Waitt House, June 14, 1947. 
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APPENDIX C 
ORDER 10695 
(22 F.R. 365) 


REYOKING PARAGRAPH 2(b) OF EXECUTIVE ORDER NO. 10096 OF 
JANUARY 23, 1950, ENTITLED “PROVIDING FOR A UNIFORM PATENT 
POLICY FOR THE GOVERNMENT WITH RESPECT TO INVENTIONS 

. MADE BY GOVERNMENT EMPLOYEES AND FOR THE ADMINISTRATION 
OF SUCH POLICY” 


By virtue of the authority vested in me by the Constitution and 
statutes, and as President of the Unitec States, it is hereby ordered 


as follows: 
1. Paragraph 2(b) of Executive Order No. 10096 of January 23, 

1950, relating to the indexing of inventions owned or controlled by 

the United States, be, and it 1s hereby, revoked. 

_%. The Chairman of the Government Patents Board is priya 

authorized to transfer to the Department of Commerce any or 

of the records heretofore seieeed by the Board pursuant to para- 

graph 2(b) of Executive Order No. 10096. 


D. EisENHOWER. 
“Tae Wuarre House, January 16, 1957. 


APPENDIX D 
GovERNMENT Patents Boarp 


OFFICE OF THE CHAIRMAN 
[Reprinted from Federal Register of May 3, 1951] 
TITLE 37—PATENTS, TRADEMARKS, AND COPYRIGHTS 
Chapter I1]—Government Patents Board 
[Admin, Order 5] 
PART 800—-ADMINISTRATION OF A UNIFORM PATENT POLICY WITH 


RESPECT TO THE DOMESTIC RIGHTS IN INVENTIONS MADE BY GOV- 
ERNMENT EMPLOYEES 
Apri. 26, 1951. 


This part supersedes the former Part 300, 15 F. R. 6124. 


Purpose. 
Authority. 


Definitions. 
Determination of invention. 
Determination of rights in and to inventions. 
Appeals by employees. 
_ Patent protection. 
Report forms. 
Liaison. 
Dissemination of order. 
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AutHority: §§ 300.1 to 300.11 issued under sec. 4, E. O. 10096, Jan. 23, 1956, 
15 F. R. 391. 

§ 300.1 Purpose. The purpose of this part is to provide for 
administration of a uniform patent policy for the Government A. 
respect to the domestic rights. in.inventions made by Government 
onpegees and to prescribe rules and regulations for implementing 
and effectuating such polic 


§ 300.2 Authority. Authority for the administration of a uniform , 


patent policy is provided in Executive Order 10096, datedJanua ry 23, 
1950 (15 F.R. 389). 

§ 300.3 Scope. This part applies to any invention made by a Gov. 
ernment employee on or after January 23, 1950, and to any action 
taken with respect thereto. 

§ 300.4. Definitions. (a) The term “Government agency”, gg 
used in this part, means any Executive department or independent 
establishment of the Executive branch of the Government (including 
any independent regulatory commission or board, any corporation 
wholly owned by the United States, and the Smithsonian Institutions), 
but does not include the, Atomic Energy Commission. 

(b) The term “Government employee”’, as used in this part, means 
any officer or employee, civilian or military, of any Government 
agency, including any part-time consultant or part-time employes 
except as may otherwise be provided for by agency regulation ap. 
proved by the Chairman. - 

(c) The term “invention”, as used in this part, means any art, 
machine, manufacture, design, or composition of matter, or any new 
and useful improvement thereof, or any variety of plant, which is or 
may be patentable under the patent laws of the United States. 

(d) The term “Chairman’’, as used in this part, means the Chair. 
man of the Government Patents Board. 
wit 300.5. Determination of invention. Each Government agency 

ill determine whether the results of research, development, or other 
activity within the agency constitute invention within the purview 
of Executive Order 10096. 

§ 300.6 Determination of rights in and to inventions. (a) Subject 
to review by the Chairman as provided for in this part, each Govern 
ment agency will determine the respective rights of the Government 
and of the inventor in and to any invention made by a Government 
employee while under the administrative jurisdiction of such agency, 

) The following rules shall be ap lied in determining the respec 
tive rights of the Government and of the inventor in and to any inven- 
tion that is subject to the provisions of this part: 

(1) The Government shall obtain the entire domestic right, title 
and interest in and to al] inventions made by any Government 
employee (i) during working hours, or (ii) with a contribution by the 
Government of facilities, equipment, materials, funds, or information, 
or of time or services of other Government employees on offici 
duty, or (iii) which bear a direct relation to or are made in conse 
quence of the official duties of the inventor. 

(2) In any case where the contribution of the Government, as 
measured by any one or more of the criteria set forth in subpar 
(1) of this paragraph, to the invention is insufficient equitably to 
justify a requirement of assignment to the Government of the entire 
domestic right, title, and interest in and to such invention, or in aby 
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case where the Government has insufficient interest in an invention to 
obtain the entire domestic right, title, and interest therein (although 
the Government could obtain same under a (1) of this 

ph), the Government agency concerned, subject to the ap- 
proval of the Chairman, shall leave title to such invention in the 


‘anployee; subject, however, to:the reservation to the Government of 


a nonexclusive, irrevocable, royalty-free license in the invention with 
power to grant licenses for all governmental purposes, such reserva- 
tion, in the terms thereof, to appear, where practicable, in any patent, 
domestic or foreign, which may issue on such invention. 

(3) In applying the provisions of subparagraphs (1) and (2) of this 

ph to the facts and circumstances relating to the making of 
any particular invention, it shall be presumed that an invention made 
by an employee who is employed or assigned (i) to invent or improve 
or perfect any art, machine, manufacture, or composition of matter, 
(ii) to conduct or perform research, development work, or both, (iii) to 
supervise, direct, coordinate, or review Government financed or con- 
ducted research, development work, or both, or iv) to actin a liaison 
capacity among governmental or non-governmental agencies or in- 
dividuals engag d in such work, falls within the provisions of subpara- 
graph (1) of this paragraph, and it shall be presumed that any invention 
e by any other employee falls within the provisions of sub- 
ph (2) of this paragraph. Either presumption may be rebutted 
f the facts or circumstances attendant upon the conditions under 
ich ge invention is made and, notwithstanding the fore- 
going, shall not preclude a determination that the invention falls 
within the provisions of subparagraph (4) of this paragraph. 

(4) In any case wherein the Government neither (i) obtains the en- 
tire domestic right, title and interest in and to an invention pursuant 
to the provisions of subparagraph (1) of this paragraph nor (ii) re- 
serves &@ nonexclusive, irrevocable, royalty-free license in the inven- 
tion, with power to grant licenses for all governmental p ses, 

ursuant to the peltengne of subparagraph (2) of this paragraph, the 
evataenent shall leave the entire right, title and interest in and to the 
invention in the Government employee, subject to law. 

(c) In the event that a Government agency determines, pursuant. 
to subparagraph (2) or subparagraph (4) of paragraph b) of this 
section, that title to an invention will be left with an employee, the 
agency shall, subject to considerations of national security, or public 
health, safety, or welfare, —_ to the Chairman, promptly upon 
making such determination, e following information concerning the 
Invention: 

(1) Description of the invention in sufficient detail to permit. 
a satisfactory review; 
(2) Name of inventor and his employment status; and 
(3) Statement of agency determination and reasons therefor. 
The report in a case falling within the provisions of subparagraph 
(2) of paragraph (b) of this section shall be made after the expiration 
of the period prescribed in § 300.7 for the taking of an appeal, or it 
may be made prior to the expiration of such period if the employee 
uiesces in the agency determination. The Chairman thereupon 
shall review the determination of the Government agency, and his 
decision respecting the matter shall be final, subject to the right of 
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the inventor to submit to the Chairman within 30 days (or such lo 

period as the Chairman may, for good cause, fix in any case) Ro 

receiving notice of such decision, a petition for the reconsideration of — 

the decision if it gives to the Government greater rights than the 

agency determination. A copy of any such petition must also be filed | 

by oe inventor with the employing agency within the prescribed _ 
riod. 

§ 300.7 Appeals by employees. (a) Any Government employee who . 
is aggrieved by an agency determination pursuant to subpar ' 
(1) or subparagraph (2) of paragraph (b) of § 300.6 may obtain g | 
review of the agency determination by filing, within 30 days (or such 
longer period as the Chairman may, for good cause, fix in any case) 
after receiving notice of such determination, a written appeal with | 
the Chairman and a copy of the appeal with the Government agency, 

(b) In the event of the filing of an appeal pursuant to paragraph | 
(a) of this section, the Government agency which made the fr ina- 
tion shall, subject to consideration of national security, or public 
health, safety, or welfare, furnish the Chairman in writing, promptly 
upon the filing of the appeal, the following information concerning the 
invention involved in the appeal: 

(1) Description of the invention in sufficient detail to permita 
satisfactory review; a 

(2) Name of the inventor and his employment status, including ’ 
a detailed statement of his official duties and responsibilities at the 
time of making the invention; and 

(3) Detailed statement of the nature of the dispute or contr. 
versy, together with copies of the agency determination, of any 
briefs or written arguments that may have been filed, of any 
statements or other evidence that may have been considered by — 
the agency, and of other relevant material. 

(c) The decision of the Chairman upon any appeal taken pursuant 
to this section shall be final. , 

§ 300.8 Patent protection. (a) A Government agency, upon de- 
termining that an invention coming within the scope of mp 
(1) or subparagraph (2) of paragraph (b) of § 300.6 has been e, 
shall thereupon determine whether patent protection will be sought in 
the United States by the agency for such invention. A controversy 
over the respective rights of the Government and of the inventor in 
any case shall not delay the taking of the actions provided for in this ‘ 
section. In cases coming within the scope of subparagraph (2) of 
paragraph (b) of § 300.6, agency action looking toward such patent | 
protection shall be contingent upon the consent of the inventor. 

(b) Where there is a dispute as to whether subparagraph (1) or 
subparagraph (2) of paragraph (b) of § 300.6 applies in determining 
the respective rights of the Government and of an employee in and to 
an ieuntetinns dhe agency will determine whether patent protection } 

ul be sought in the United States pending the Chairman’s decision 
on the dispute, and if it decides that an application for patent should 
be filed, will take such rights as are special in subparagraph (2) of 


~ 


ph (b) of § 300.6, but this shall be without prejudice to acquir- 
ing the rights specified in subparagraph (1) of that paragraph should 
the Chairman so decide. ! 
(c) Where an agency has determined to leave title to an invention , 
with an employee under subparagraph (2) of paragraph (b) of § 300.6, 
26 


| 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 657 


| ency will, upon the filing of an application for patent and pend- 
| of the determination by the the fights 
specified in that subparagraph without 8 se to the subsequent 
acquisition by the Government of the rights specified in subparagraph 
- the (1) of that paragraph should the Chairman so decide. 
ibed (d) In the event that patent protection is sought by an agency for 
ed = an invention made by a Government employee, the agency shall, 
who . subject to considerations of national security, or public health, safety, 
} or welfare, report to the Chairman, a, upon the filing of an 
application for patent, the following information concerning the 
‘invention: 
such 7 (1) Brief description of the invention; 


ase) (2) Name of the inventor and his employment status; and 
“i (3) Serial number, title of invention, and date on which the 


. application was filed. 
raph (e) i the event that a Government agency determines that an 
iblic application for patent will not be filed on an invention made under 
th the circumstances specified in subparagraph (1) of panne (b) 
‘- of § 300.6, giving the United States the right to title thereto, the 
' agercy shall, subject to considerations of national security, or public 
| hoalth, safety, or welfare, report to the Chairman, promptly upon 
making such determination, the following information concerning the 
(1) Description of the invention in sufficient detail to permit 


the a satisfactory review: 

tas | (2) Name of the inventor and his employment status; and 

| (3) Statement of agency determination and reasons therefor. 

a | The Chairman may, if he determines that the interest of the 

hy Government so requires and subject to considerations of national 
y security, or public health, safety, or welfare, cause an applica- 


‘| tion for patent to be filed or cause the invention to be fully dis- 
ee | closed by publication thereof: Provided, however, That no appli- 


i cation for patent ey ee any variety of plant invented by 
an employee of the Department of Agriculture shal] be filed 
- | without the approval of the Secretary of Agriculture. 
(f) Whenever a patent hereafter issues on an invention made by 
ene a Government employee, in respect to which the Government has any 
4 right, title, or interest, including a license, the Government agency 
in. eoncerned shall, promptly upon the issuance of the patent, furnish 
this 
of to the Chairman: 
a (1) An abstract of the invention; 
(2) Name of the inventor and his employment status; 

ia nt A copy of the patent; and 

. 4) Statement of the nature and extent of the right, title, or 


We interest of the Government in the invention. 
§ 300.9 Report Forms. The Chairman will prescribe the forms to 
' be used by Government agencies in submitting the reports specified 
uld in this part. 
of _ $300.10 Liaison. Each Government agency shall designate a 
liaison officer at the agency level to deal with the Office of the Chair- 
uld man: Provided, however, That the Departments of the Army, the 
Navy, and the Air Force may each designate a liaison officer. 
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300.11. Dissemination of this part. Each Government age 


shall make appropriate arrangements for the dissemination to jt; 


employees of the provisions of this part. 

dministrative Order No. 1, dated September 6, 1950, is superseded 
by the provisions of this part, which shall remain in effect unti 
further notice. 


Approved: April 26, 1951. 
Harry S. Truman, President. 


APPENDIX E 


(Pursuant to the request of the committee, Benjamin B. Dow, 
Chairman, Government Patents Board, submitted his views on nee 
legislation, together with a proposed resolution which might be sub. 
stituted for H. J. Res. 454:) 


Arcuize M. Paumer, Chairman, 


May 19, 1958, 
STATEMENT 


Your committee has requested my views with respect to legislation 
desirable to be enacted upon the subject of property rights of the 


Government and its employees in inventions made by such employees, — 


I am glad to be given this opportunity of expressing my views upon 


| 


; 


the subject. However, these views do not necessarily represent those — 


of the administration, which has not announced any position on this 
subject and has not authorized me to speak for it. 
While the equitable principles of employer-employee rights have 


been set forth in various decisions of our courts, it has been left to 


kxecutive regulation to correct within the Government the wide © 


divergencies in different agency interpretations of these principles and 
their application to individual cases, which theretofore had resulted 
in inequities to both the Government and its employees. 


kxecutive Order 10096, dated January 23, 1950, was designed to 
eliminate these inequities. The automatic review of agency deter- 


minations which this order provides is to be made by my Office has — 


brought about a more uniform and fair treatment to all concerned. 
However, said order is not clear as to the meaning of its provisions, 
particularly the criteria, the language used making it appear to be 
unduly strict and not in accord with the decisions of the courts. As 
a resuit, it has been widely misunderstood and misinterpreted. This 
has Jed to the misapplication of its provisions by some agencies, with 
resulting unjustified and inequitable determinations. Consequently, 
it has been opposed by many individuals and by some of the F eral 

encies. 
ay to which recognizes and deals appropriately with the full 
problem has long been needed and is advocated by the agencies primar- 
uly concerned. 

My views on this subject are set forth as follows: 
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I, THE CRITERIA FOR DETERMINATION OF RIGHTS SHOULD BE CLEAR, 
FAIR, AND DISTINGUISH BETWEEN THE DIFFERENT CIRCUMSTANCES 
AND CONDITIONS UNDER WHICH INVENTIONS ARE MADE 


The criteria for determining the respective property rights of the 
Government and its employees are a vital part of any policy that is 
established. It is also important for these criteria to be clear and 
understandable. It is important for them to be entirely fair in their 
ap lication to both parties concerned, by taking into account the 
diferent factual circumstances under which inventions are made and 
the employment status of the individual employees. 

Employees would thus be assured that the Government would not 
take any rights in their inventions greater than the facts of each case 
would warrant. Such assurance should improve employee morale to 
a marked degree. Lacking such assurance, employees are reluctant 
to invent or to disclose their inventions, even in those cases where 
they have been specifically employed or assigned to perform research 
work or to develop improvements in a particular field. 

The factors which should be considered in each case are (1) the 
officially assigned duties of the employee; (2) the relation the inven- 
tion bears to such duties; (3) the contribution by the Government, 
if any, to the making of the invention; (4) the contribution by the 
Government, if any, to the further development or perfection of the 
invention to usable form after its making; and (5) the use, if any, 
made of the invention by the Government after its making, upon the 
inducement of the smupsoree, or with his acquiescence or assistance. 

It may be helpful here to explain the sense in which the word 
‘ ing” is used in connection with the criteria. For the purpose 
of property right determinations, an invention should be considered 
to be made when the mental process of its creation has been com- 

leted and the concept thereof has been incorporated into some - 
bie form (i.e., a model, or drawings and/or written description) by 
which it is fwly disclosed, so that any person of ordinary skill in the 
art to which it pertains can practice he. roduce and use) it without 
the exercise of further inventive effort. It must also be shown and 
described to at least one person capable of understanding it who 
does in fact understand it and has attested, or will attest, that such 
invention was disclosed to him and that it did or obviously would 
function in the manner and accomplish the purpose or result the 
inventor stated it would. 

A contribution has been held by the courts to consist of the em- 
ployee’s use Curing working hours of his employer’s facilities, equip- 
ment, and materials. Also, under title 28, United States Code, section 
1498, an employee may not sue the Government for the use of his 
invention— 


where the invention was related to the official functions of the 
a ale in cases in which such functions included research 
and development, or in the making of which [invention] Gov- 
ernment time, materials, or facilities were used. 


Executive Order 10096 names as additional items of contribution 
equipment, funds, information, or time or services of other Govern- 
ment employees on official duty. Therefore, the criteria should in- 
clude all of these things. If the inventor in making his invention 
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used any one or more of them, namely, his time during working hours 
or Government facilities, equipment, materials, allocated funds, jp. 
formation (proprietary to the Government), or the services of othe 
Government employees during working hours (hereinafter referred to 
as “contribution”’), such item or items should be considered to be, , 
contribution by the Government. 

The employment status and duties assigned to the employee are gp | 
important part of the overall consideration and may alone be decisiyg 
as to whether the Government is entitled to an assignment or only g } 
license. An employee whose duties lie in research or development . 
would reasonably be expected to make inventions, so that if such gp _ 
employee makes an invention within the scope of his duties, the Goy. | 
ernment should be entitled to require an assignment of his invention. 
On the other hand, an employee whose duties do not lie in research _ 
or development would not normally be expected to make inventions 
so that if such an employee makes an invention, even though it might, } 
be within the scope of his duties, the Government ordinarily should 
not be entitled to require an assignment, but only a license. 

(a) The criteria should start with a recognition of the constitutional 
ght of an inventor to own his invention and to exclude all other | 
from using it, except as provided by law. 

The first exception should specify the circumstances and conditions 
which would equitably entitle the Government to a nonexclusive, 
irrevocable, royalty-free, worldwide license under the invention to | 
make, use, and dispose of, or to have made, used, and disposed of 
in accordance with law, for all governmental purposes (herein referred 
to as a “license’’). 

The second exception should specify the circumstances and condi- 
tions which would equitably entitle the Government to an assignment 
of the entire right, title and interest in and to the invention (herein 
referred to as an “assignment’’). 

(6) The Government should be equitably entitled to require ¢ , 
license— 

1. Where the invention, regardless of the employment status 
or duties of the inventor, is made during working hours, or with 
a contribution by the Government (as specified above) and is 
not within the scope of his assigned duties and could not reason- 
ably be expected to result therefrom; 

2. Where the inventor is not employed or assigned to perform , 
research or development work and the invention is not made | 
during working hours, or with a contribution (as specified above) 
by the Government, but is directly related to the work he is 
assigned to perform, or is within the scope of his duties and could 
reasonably be expected to result therefrom; or 

3. Where the invention, after it has been made and regardless 
of the employment status or duties of the inventor, is further de 
veloped or perfected to usable form during the working hours of 
the inventor, or with a contribution by the Government (as 
specified above); or the invention, after it has been made, is 
by the Government upon the inducement of the inventor or with | 
his acquiescence or assistance. 

It might be desirable to set forth this part of the criteria in fou 
parts specifically describing the different situations in which a license 
may equitably be taken by the Government. 
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(c) The Government should be equitably entitled to require an 


ent— 

1. Where, although the inventor is not employed or assigned to 
perform research or development work, the invention is directly 
related to the work or duties he is employed or assigned to per- 
form, and the invention is made during working hours or with a 
contribution by the Government (as specified above); or 

2. Where the inventor is employed or assigned to perform 
research or development work and the invention is directly re- 
lated to the work he is assigned to perform, or is within the scope 
of his duties at the time he made it and could reasonably be: 
expected to result therefrom, regardless of whether or not the: 
invention was made during working hours or with any contribu-: 
tion by the Government (as specified above). 


Il. THE AGENCIES SHOULD BE GIVEN CERTAIN DISCRETIONARY 
AUTHORITIES 


Where it has been determined in accordance with the prescribed 
criteria that the Government is equitably entitled to an assignment, 
the agencies should be given discretion to apply any of the following 
provisions: 
(1) Authority to publish in lieu of patenting an invention.—Where 
the Government is entitled to an assignment of an invention, but the 
interests of the Government and the public would be served by pub- 
lishing or otherwise dedicating the invention to the public rather than 
by patenting it, the agency should be authorized so to do. This. 
authority, however, should be made conditional upon first obtaining 
from the inventor either an assignment of the invention or his written 
consent to the publication or other dedication. . 

Occasionally an agency finds that although the Government is 
entitled to an assignment, there is no contemplated governmental 
use of the invention which would justify the expense of filing and 
prosecuting a patent application thereon and, therefore, prefers to 
dedicate the invention to the public by publications. Also, there are 
times when an agency finds there would be a greater advantage in 
dedicating an invention to the public than by patenting it. A few 
agencies generally want to dedicate inventions to the public rather 
than to patent them. In such cases, the agencies should be allowed 
to take the comparatively inexpensive course of publishing the inven- 
tion if they wish. 

(2) Authority to take a license instead of an assignment if interest 
im patenting an invention is lacking.—Where the Government is en- 
titled to an assignment, but does not have sufficient interest in the 
invention to justify the expense of seeking patent protection thereof 
and does not desire to publish it, the agency should be authorized to. 
leave the title in the inventor, subject to a license to the Government. 
Such license would protect the Government against a later claim. 
resulting from any possible future use of the invention in the event the 
inventor obtains a patent thereon at his own expense. 

This authority, however, should be restricted to cases in which the 
agency finds (1) that there is grave doubt as to the patentability of the 
invention; (2) that, even though patentable, its improvement over 

e prior art is so limited that the expense of seeking patent protection 
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therefor would be unwarranted; or (3) that the value or usefulness of 
the invention to the Government would be negligible. In such cages 
no useful purpose would be served by taking assignments and to do go 
would only add needlessly to the number of inventions owned by the 
Government. 

These restrictions should either be prescribed in the legislation 
itself, or in regulations issued by an authority designated by Eo 
to administer the policy that is established. 

(3) Authority for protection of foreign rights—Where the Govern. 
ment is entitled to an assignment and intends to seek domestic patent 
protection of the invention, but is uncertain in which foreign countries 
it may wish likewise to seek protection, the agency should be author. 
ized to require an assignment of the domestic rights and take only an 
option, for a limited period, to require assignment of the foreign rights 
which may thereafter be desired. Thus the agency would be able 
within the option eee either to take the steps necessary to obtain 

rotection or notify the inventor of the intention to seek protection 

y patenting or publishing the invention in one or more foreign 
countries, as the interests of the Government and the public may 
require. 

Wherever practicable, the agencies should, during said option 
period, protect the invention in those foreign countries wherein the 
interests of the Government and the public require. However, it 
must be gee crstr that it is not economically feasible for the Govern- 
ment to seek protection of all inventions in all foreign countries, 
Consequently, there will always be some countries in which the Govy- 
ernment does not obtain protection. In order, nevertheless, to secure 
the widest protection possible, the Government can advantageously 
encourage those employees who are willing to apply for patents on 
their inventions in countries wherein the Governssent does not seek 
protection, by authorizing them to do so and to retain the commercial 
rights for their personal benefit in the countries in which they obtain 


patents. 


ngress 


In those foreign countries.where the Government, within the option — 


iod, has not taken any steps to obtain protection, or as to which 
it decides not to seek such protection and so notifies the inventor, the 
inventor should be permitted to seek protection at his own expense, 
subject to a license to the Government in those countries where he 
secures patents on the invention. 

The authority recommended above would conform fundamentally to 
present practice under Executive Order 9865, dated June 14, 1947, 
as amended, and as implemented by Administrative Order No. 6, 
dated June 24, 1954. Said Executive order provides for the protection 
abroad of inventions resulting from someon 4 financed by the Govern- 
ment. It has never been effective because of lack of funds and interest 
in both the Government agencies and American industry. Because 
of this almost total absence of interest, it has fallen largely into disuse 
even as implemented by said administrative order. 

Executive Order 9865 can and should be superseded by legislation 
which will realistically deal with the actual problem and meet the 
present requirements of the Government. 

(4) Disposal of unused patented inventions —Where Government 
owned inventions which have been patented have not been used or 
are no longer in use or likely to be used and they are not licensed nor 
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js there any prospect of their being licensed, the agencies should be 
authorized and encouraged to declare the patents for such inventions 
surplus property for disposal by the General Services Administration 
peri the Federal Property and Administrative Services Act of 1949, 
as amended. Disposal in this manner should, however, be subject 
to retention of a license by the Government so that it could use such 
an invention at some future time without liability therefor. 

The patents for such inventions are of little or no actual value and 
should be treated like any other property which is no longer of use 
or benefit to the Government. Moreover, it would help to reduce the 
number of patented inventions owned and retained by the Govern- 


ment. 
III. ADMINISTRATION OF GOVERNMENT-OWNED INVENTIONS 


In the interests of justice and the promotion of advantageous use, 
the agencies should have authority to adjust inequities with respect 
to inventions improperly assigned or licensed to the Government and 
to grant licenses in connection with Government-owned inventions. 
However, it is recognized that Congress may wish to grant these 
authorities only if they are subject to certain conditions which it 
may deem desirable. 

hese authorities and the reasons therefor, including possible safe- 
ard provisions, are set forth below: 

(1) Authority to adjust inequities.—At the present time the agencies 
have no authority to adjust inequities where greater rights have been 
acquired in an invention than the Government was equitably entitled 
to take. To correct such mistakes, the employee is now obliged to 
seek relief from Congress by means of a private relief bill. 

On the other hand, private industry can promptly correct such 
mistakes by returning any excess rights to the ne ta Such quick 
adjustment is important from the standpoint of employee morale. 
It is important also because it encourages employees to make inven- 
tions and to disclose them to their employer. The Government ought 
to be in a position to accomplish the same result. Justice delayed is 
often justice denied. 

In simple fairness to its employees, Government agencies might 
well be authorized to adjust inequities on the basis of newly discovered 
evidence or a subsequent discovery of a mistake. Congress might 
desire to make such adjustments conditional upon the concurrence of 
a reviewing authority. If so, such authority might well be the same 
as that designated by Congress to administer the overall policy pro- 

d herein, because the same principles of law should be applied. 
his recommendation, if adopted, would relieve Congress of the neces- 
sity to entertain private relief bills to adjust such inequities. 

(2) Authority to grant licenses.—The agencies should be authorized 
to grant, to citizens of the United States, either exclusive or nonex- 
clusive licenses, as the interests of the Government and/or the public 
indicate to be advantageous, under patents or applications for patents 
on inventions assigned to the Government. Such licenses, ordinarily, 
should require that the licensees will diligently develop and promote 

4 should be subject to can- 
cellation in the event the licensee fails to do so. 
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Exclusive licenses, for whatever periods they may be granted, should 
be subject to the right of the Government to continue to make, use 
and dispose of the invention for all governmental purposes. Such | 
licenses should be granted only upon due consideration therefor tg 
the Government, which may consist of a requirement for royalty pay. | 
ments or other benefit to be derived by the Government. Also, such | 
licenses may require the licensee to defend the licensed patent at hig 
own expense during the license period and any extension thereof which 
is negotiated, with agreement of the Government to cooperate or assist 
only insofar as practicable by making witnesses and evidence in its 
possession available to the licensee on request. 

Conditions prerequisite to the grant of any exclusive license, or 
the extension of any such license, should be (1) that it is in the interests 
of the Government or the public; (2) that the license offers the best 
monetary or other benefit to the Government in the circumstances of 
the case involved; (3) that the proposed Jicensee is a responsible person / 
capable of satisfactory performance under the terms of the license; _ 
and (4) that the license will not promote the creation of a monopoly | 
in violation of the antitrust laws. Congress may wish to add other , 
conditions or standards to govern the grant of exclusive licenses an | 
in furtherance of its expressed policy, may desire to provide some type 


of preference to encourage the grant of such licenses to small business 
wherever practicable. 

It is possible that Congress will want to provide for some kind of | 
review and approval of exclusive licenses proposed by the agencies, — 
Such a reviewing authority might be placed in the Office of the At | 
torney General, or in that of the Comptroller General. If desired, 
it could even be placed in the authority which Congress designates to 
administer the policy herein proposed. 

Unlike a private employer, the Government cannot now make the — 
most advantageous use of the patents it owns, because it cannot | 
grant exclusive licenses. This statement is based upon the opinion | 
of the Attorney General that, in the absence of express statutory 
authority to grant exclusive licenses, the Government may only grant 
nonexclusive licenses which are revocable. The only possible right 
of an agency to grant exclusive licenses, of which I am aware, is con- | 
tained in section 831(d)(i) of the Tennessee Valley Authority Act. ' 
This section authorizes the corporation to grant ‘‘such licenses there [ 
under {patents on its employees’ inventions] as shall be authorized . 
by the board.’”’ I understand that the Tennessee Valley Authority | 
has granted some exclusive licenses under this authority. 

Industry, generally, is not interested in nonexclusive licenses for the | 
reason that they offer little or no opportunity for manufacturers to | 
recover the necessary costs of developing and marketing an invention 
as a commercial item before competitors could obtain similar licenses. — 
It is obvious that competitors could thus gain an advantage, because 
they would be able to purchase the first licensee’s product and repro- , 
duce it as a marketable item at a lower price without the necessity of 
expending like time and funds to develop the item themselves. 
the other hand, industry would be interested to obtain exclusive li- 
censes under many Government-owned patents and in most cases 
would be willing to pay reasonable royalties for such licenses. 

Royalty payments from exclusive licenses would be a source of , 
revenue to the Government and might recapture at least a small part 
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mld | of the cost of developing and patenting inventions. However, of far 
use, | greater benefit would be the new businesses created and the new taxes 
uch which would be derived therefrom. 

Another advantage of having authority to grant exclusive licenses 
ay. | is that the agencies would be able in certain cases to avoid or settle 
uch | suits for infringement against the Government by entering into cross- 
his licensing agreements. 2 : 
tich | In prior sessions, Congress has considered the question of licensing 

* Government-owned patents, but no comprehensive legislation has 


‘it heretofore been enacted on the subject. There is a growing need 
_ within the Government for authority to grant exclusive licenses in 
or aupropriete cases. _For this reason the subject should receive serious 
sts consideration at this time. 
‘i IV. RECORDS OF INVENTIONS SHOULD BE KEPT CONFIDENTIAL 
te All employee invention records and reports should be kept: confi- 
oly dential by the agencies, just as applications for patent in the United 
her ‘States Patent Office are required to be kept confidential under title 35, 
an ' United States Code, section 122. Like any other inventor, a Govern- 
pe ment employee should be protected against an unauthorized disclosure 
eas or possible use of his invention, at least until it has been officially 
\ determined that the Government is entitled to some right therein. 
of Since employees are required to disclose their inventions by agency 


regulations, they should be assured of this protection against unlawful 
At. impairment of their property rights. 
ployees having access to such invention disclosures should 


“4, be prohibited from revealing or otherwise disseminating any informa- 
tion contained therein, except as required in the performance of their 

he official duties or as may be otherwise authorized by regulations issued 

Lot or approved by the authority designated by Congress to administer 

the policy. 

a V, THERE SHOULD BE A CENTRAL REVIEWING AUTHORITY TO ADMINISTER 

ht THE POLICY ESTABLISHED BY CONGRESS 


a To insure that the policy will be administered impartially and in 
ot, conformity with the intent of Congress, a central reviewing authority 
Md . should be designated to administer it. The administration of this 

’ reviewing authority should be vested in an Administrator appointed 
by the President by and with the advice and consent of the Senate. 
This official should receive compensation as fixed by Congress. He 
should not be permitted to engage in any other business or employ- 
' ment while holding the office. The personnel, records, equipment 
and other property of the Government Patents Board established by 
Executive Order 10096, dated January 23, 1950, should be transferred 
to the central reviewing authority. 

Agency determinations and appeals therefrom should be submitted 
to said authority for review and decision in accordance with regulations 
issued or approved by the Administrator. If the authority to adjust 
inequities as recommended in III above is made conditional upon the 
concurrence of this same reviewing authority, all such proposals also 
should be submitted thereto. Likewise, if Congress authorizes the 
agencies to grant exclusive licenses and decides to designate this 
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authority to review and approve such licenses, all proposed exclusiye 

licenses should be submitted to it in accordance with regulations issued 

by the Administrator. The agencies should be required to cooperat, | 

with the Administrator as he may request in the performance of his | 

functions and responsibilities under the act. 

VI. THE CENTRAL REVIEWING AUTHORITY SHOULD BE AN INDEPENDEy? 
AGENCY 


The central reviewing authority should be allowed to  exergige | 
independent judgment in all cases without being accountable to q | 
possibly influenced by any other agency. This authority should be jy 
a@ position to warrant and receive the respect, confidence and coopera. 
tion of all agencies and their employees. : 
For these reasons it is believed the central reviewing authority | 
should be established as an independent agency. I am convinced 
this is necessary and that independent status of the authority js 
essential for the proper discharge of the functions assigned to it, 
Without such independent status, the actions of the Administrator 
(in the event the reviewing authority were placed under the jurisdic. | 
tion of an existing agency) would be continually opposed and his | 
decisions would be subjected to repeated charges of partiality towan 
or undue influence by his particular agency. If such a condition | 
should arise, it would effectively destroy the proper cooperation / 
between the agencies and the Administrator. It would be better to 
provide now against the possibility of such a condition arising than 
to be confronted with the necessity of correcting it at a later date. 


VII. FUNCTIONS AND AUTHORITIES OF ADMINISTRATOR 


Subject to the stated policy and within the funds appropriated by 
Congress, the Administrator should be authorized to (1) administer | 
the policy established by Congress; (2) issue or approve regulations, ' 
applicable to all agencies, for the implementation and effective ad. 
ministration of the stated policy in accordance with the intent of 
Congress; (3) review agency determinations of invention rights for 
conformity with the provisions of the act and affirm, modify or reverse 
such determinations as the facts may require; and (4) decide, with 
administrative finality, all appeals by employees from agency de. 
terminations and all requests by the employee or the agency for re ) 
consideration of his decisions. 

In addition, he should be authorized to (5) consult with the agencies | 
and establish such working committees, composed of agency repre- 
sentatives, as he considers desirable for advice and assistance on mat ' 
ters of policy or administration, including the issuance of regulations 
(6) issue subpenas and administer oaths in all matters coming befor 
the reviewing authority; and (7) submit an annual report through the } 
President to Congress covering operations of the authority. = 

Further,.if Congress decides to designate the central reviewing al- 
thority to act in connection with either or both of the special author- 
zations set forth in III above, the Administrator should be authorized 
to (8) review proposals submitted by the agencies for adjustment of 
cases where the Government has acquired greater rights in an invel- = 
tion than it should have taken and approve or disapprove such pm}  , 
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ls as the facts may warrant; and/or (9) review recommendations 
submitted by the agencies for exclusive licenses, and approve or dig- 
approve suc recommendations as the interests of the Government 
and the public may require. 


yIlI. ALL EMPLOYEES SHOULD BE SUBJECT TO THE PROVISIONS OF THE 
ACT 


All employees, both civilian and in the uniformed services, should 
be subject to the provisions of the act. However, it should be per- 
missible to exclude part-time employees and consultants, pursuant to 
regulations issued by the Administrator. 

he provisions of the act should constitute a condition of employ- 
ment and should be applicable to present as well as future employees. 


IX. THE WORD “PATENTS”? SHOULD NOT BE INCLUDED IN THE TITLE 
OR DESIGNATION OF THE ACT NOR IN THE NAME OF THE CENTRAL 
REVIEWING AUTHORITY 


Finally, the word “ Patents” in: the name of the Government Patents 
Board has repeatedly caused confusion and misunderstanding as to 
the functions and authority of the Board. It has led to improper 
address and delivery of mail and to numerous inquiries for information 
concerning United States Patent Office matters. 

Neither the Government Patents Board, under Executive Order 
10096, nor the central reviewing authority which is recommended to 
replace it in the proposed legislation deals with patents as such, but 
rather with the subject of property rights in inventions. The United 
States Patent Office alone deals with the patentability of inventions 
and the issuance of patents. The functions of the two agencies are 
entirely separate and distinct, dealing with two entirely different fields 
of law. 

For these reasons, it is suggested that the word ‘‘Inventions’’ would 
be a far more appropriate word to use in connection with the central 
reviewing authority than the word “ Patents.” 

The foregoing ideas are submitted purely as suggestions and to 
acquaint your committee with all of the matters which should be 
considered together in order to reach an appropriate solution of this 
entire problem. There are, of course, various ways of stating the 
criteria and different ancillary matters which could properly be in- 
corporated in this legislation. Those mentioned are believed to be the 
most important ones requiring the attention of Congress at this time. 

Having thus set forth my views as to what proper legislation on this 
subject should be, I submit herewith a proposed joint resolution which, 
if enacted by the Congress, would carry the foregoing recommenda- 
tions into effect: 


“JOINT RESOLUTION To establish a policy for the determination of sea prop 
erty rights of the Government and its a in inventions made by 
such employees; to designate an agency for t 


e administration of this policy; 
and for other purposes 


“Whereas the Congress recognizes that many inventions are made 
y Government employees; that a large percentage of such inventions 
result from the performance by employees of their assigned duties and 
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the expenditure of Government funds for research and development: 
that it is in the public interest for the Government to encourage its 
employees to make and disclose their inventions in order to promote | 
the national defense, public health, safety, welfare and the progres | 
of the useful arts; and that it is desirable to declare a legislative policy | 
for the equitable and uniform determination of property rights jp | 
such inventions: Therefore, be it | 4 
“Resolved by the Senate and House of Representatives of the Unitg \  ° 
States of America in Congress assembled, That the Congress hereh 
establishes the policy and designates the agency to administer al 
policy, as set forth below: 


“ORITERIA FOR DETERMINATION OF RIGHTS 


“Src. 1. Each agency, except as may be otherwise provided by 
statute, shall determine the property rights in inventions made by its 
employees in accordance with the following criteria and regulations 
issued under this Act, subject to the right of employees to appeal from | 
such determinations if they are aggrieved thereby. | 

“a. An employee who makes an invention is entitled to all rights 
thereto, subject to no rights in the Government unless otherwise pro | 
vided by statute, except in those cases which are specified in subsec. | 
tions b and c below. 

“b. The Government is entitled to and may require a nonexclusive, 
irrevocable, royalty-free, worldwide license (hereinafter referred to | 
simply as a “license’’) to make, use and dispose of, or to have made, | 
used, and disposed of, in accordance with law, for all governmental | 


purposes, an invention made by an employee: 

— “(1) if he is not employed or assigned to perform research or 
development work and the invention is neither directly related 
to the work he is employed or assigned to perform, nor is it within 
the scope of his employment duties and therefore could not ; 
reasonably be expected to result therefrom, but is made during | 
working hours, or with the use by the employee of Government | 
facilities, equipment, materials, allocated funds, information 
proprietary to the Government, or the services of other Govern- | 
ment employees during working hours (hereinafter referred to as 
“contribution’’) ; 

(2) if he is not employed or assigned to perform research or - 
development work and the invention is not made during working | 
hours, or with a contribution (as specified in 1b(1) above) by , 
the Government, but is nevertheless directly related to the wo 
he is employed or assigned to perform, or is within the scope of 
his employment duties and therefore could reasonably be expected 
to result therefrom; 

“(3) if he is employed or assigned to perform research or | 
development work and the invention is made during working 
hours, or with a contribution (as specified in 1b(1) above) by 
the Government, but is neither directly related to his work, nor 
is it within the scope of his employment duties and therefore 
could not reasonably be expected to result therefrom; 

“(4) if he, after the invention is made, further develops or 
perfects the invention to usable form during working hours or 
with a contribution (as specified in 1b(1) above) by the Govern- 
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ment to such further development; or if, after the invention has 
been made, he orders, influences, or induces its use by the Gov- 
ernment, or the Government uses it with his acquiescence or 
assistance.” 

c. The Government is entitled to and may require an assignment 
(hereinafter referred to merely as an “‘assignment’’) of the entire 
right, title, and interest in and to an invention made by an employee: 

“(1) if he is not employed or assigned to perform research ‘or 
development work, but the invention is nevertheless: directly 
related to the work or duties he is employed or assigned to per- 
form and is made during working hours, or with a contribution 
(as specified in 1b(1) above) by the Government; vd 

‘“«(2) if he is employed or assigned to perform research or devel- 
opment work and the invention is directly related to the work he 
is employed or assigned to perform, or is within the scope of his 
employment duties, whether ‘or not it was made during working 
hours, or with a contribution (as specified in 1b(1) above) 
by the Government.” | 


“AUTHORIZATION OF AGENCIES 


“Sec. 2. The agencies are authorized: 
“a. Where it has been determined, in accordance with the criteria of 
section 1, that the Government is equitably entitled to an assignment, 
the agencies may at their discretion apply the following provisions in 
appropriate cases: 
“(1) Publication in lieu of patenting: If the Government is entitled 
to an assignment, but it is found that the interests of the Government 
and the public would be served by publishing or otherwise dedicating 
the invention to the public rather than by patenting it, the agency, 
after first obtaining either an assignment or a written consent from 
the employee, may publish or otherwise dedicate the invention.. 
“(2) Lack of interest for patenting: If the Government is. entitled. 
to an assignment, but, for any one or more of the reasons set. forth 
hereinbelow, the Government doesnot have sufficient interest in the 
invention to justify the expense + Sow patent protection therefor, 
the agency may determine that title to the invention shall be left in 
the employee, subject to his execution of a license (as specified in see:: 
1b above) to the Government... 
“The reasons which shall justify a finding of insufficient interést ‘to 
seek patent protection shall be (1). that there is grave doubt as to the 
 aiporovearenf of the invention; (2) that even though the invention may 
patentable, its improvement over the prior art is so limited that 
the expense of seeking patent protection therefor would be unwar- 
ranted; or (3) that the value or usefulness of the invention to the Gov- 
ernment is negligible. = 
“(3) Foreign protection: If the Government is entitled to an assign- 
ment of an invention and intends to seek domestic patent protection 
thereof, but is uncertain in which foreign countries it may wish likewise 
to seek protection, the agency may require an assignment of -the 
domestic rights to the invention and take only an option for a period 
not rogue six months to require assignment of the foreign rights 
thereto which are desired. The agency may then, within the option 
period, either take the steps necessary to protect the invention by 
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patenting or by publishing it in such foreign countries as the interes, 
of the Government and the public are deemed to require, or notify thy | 
employee of the countries in which it intends to seek such protection, | 

Wherever practicable the agencies shall, during said option period | 
protect said invention in those foreign countries in which they fin | 
the interests of the Government and the public may require. 

“In those foreign countries where the Government, within the Op- 
tion period, has not taken any steps to obtain protection as provided | 
for above, or as to which it decides not to seek such protection and g 
notifies the employee, the employee may seek protection thereof g | 
his own expense, subject to executing a license (as specified in ge 
1b above) to the Government in those countries where he obtains | 
patents on the invention. 

“‘(4) Disposal of unused patented inventions: If an agency finds that | 
a Government-owned invention which has been patented is not being | 
used and will not be used further by the Government, and that there | 
has been no licensing of the invention under the patent nor is there 
any prospect of licensing it, the agency may declare the patent for 
said invention to be surplus property. Upon receipt of notice to that 
effect from the agency, the General Services Administration may dis. | 

ose of the patented invention under the provisions of the Feder] 

operty ani Administrative Services. Act of 1949, as amended. Any | 
such disposal shall be subject to a license (as specified in see, i 

above) reserved to the Government. 

“b. In the interests of justice and the promotion of advantageous | 
use, the agencies may silanes inequities with respect to inventions | 
improperly assigned or licensed to the Government and grant licenses 
in connection with Government-owned inventions, in accordance with 
the following provisions: 

“(1) Ajustment of inequities: If an agency finds on the basis of — 
newly discovered evidence or clear mistake that it has acquired any | 
rights'm an invention greater than*the Government was entitled to ' 
assert, it may, upon a full showing of justification therefor in accord- | 
ance with regulations issued by the Administrator provided for in — 
section 4d hereof and with the written approval of said Administrator, 
adjust the inequity by reassigning or relinquishing such excess rights 
to the employee. ere a reassignment of title to the employee is 
involved and the Government is entitled to a license, the reconvey- . 
ance shall specifically reserve a license to the Government. 

(2) Grant of licenses: Agencies having administrative control of 
inventions which have been assigned to the Government, are author- 
ized, when it is in the interests of the Government and/or the public, 
to grant either exclusive or nonexclusive licenses under the patents | 
or applications for patents therefor to citizens of the United States. 
Such licenses, except in those cases where the purpose thereof would | 
be defeated by the requirement, shall be granted only upon satis- } 
tory showing that the proposed licensees will diligently develop and | 
promote the Powerit | use of the inventions and shall provide for 
cancellation thereof in the event the licensee does not diligently 
promote commercial use of the invention. Any license granted may 
provide for royalty payments or any other benefit to the Govern- 
ment as the interests of or advantage to the Government and the 
public may require. \ 
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“In all cases of exclusive licenses, the Government shall retain a 


y th ’ nonexclusive right to make, use, and dispose of the invention for all 
ct} 4 yernmental ke wren The license grant may be for the full term 
on, e invention or may be for a limited period, subject 


the patent for t 
fi o Scovel if the agency finds that the facts justify an extension. 
' Any such licenses may require the licensee to defend the patent at 

' his own expense during the license period, with obligation of the 
vida Government to cooperate or assist only insofar as practicable by 
1 making witnesses and evidence available to the licensee on request. 


i | “An exclusive license shall be granted only where the following 
a nditions exist, namely: (1) that it is in the interests of the Govern- 

tains | ment or the public; (2) that it offers the best monetary or other benefit 


| to the Government in the circumstances of the case; (3) that the 
that | proposed licensee is a responsible person capable of fulfilling the 


we provisions of the license; and (4) that the license will not tend to 

ther create or promote a monopoly in violation of the antitrust laws. 

there “(Tf the Congress decides that the grant of exclusive licenses shall 


t for be subject to review and approval by some authority, a provision 
therefor should be included’ at this point. Such a provision might 


read as follows: 
deral “(Prior to execution of the proposed exclusive license, or any 


Any | extension thereof, the agency shall submit it to (whatever authority 

t ' jg designated by Congress) in accordance with regulations issued by 
' said (authority), together with a copy of the agency report setting 
| forth the justification therefor and the negotiations leading thereto. 


Pe ‘Tf the (designated authority) finds that the interests of the Govern- 
03 ' ment and the public will be served by granting the license, or exten- 


with sion, (the designated authority) shall notify the agency of (its or his) 
approval. Thereupon the agency may execute and deliver the license 
sof oF extension.’} 


dtp | “RECORDS OF INVENTIONS TO BE KEPT CONFIDENTIAL 

ord. | “Sec. 3. All records and reports pertaining to inventions and their 

ai _ disclosure are to be kept confidential and employees having access 


Ma thereto shall not reveal or otherwise disseminate any information con- 
eh tained therein, except as may be required in connection with the 


e is | performance of their official duties or as may be authorized by regula- 

; tions issued or approved by the Administrator provided for in section 4. 
as “AGENCY TO ADMINISTER POLICY 
die, “Sxc. 4. To ensure that this policy will be administered in accord- 
nts | ance with the intent of Congress and to fix responsibility therefor in a 
tes. central reviewing authority, the Government Invention Administra- 
ud tion (hereinafter referred to as the Administration) is established as an 


tis + independent agency. All other agencies of the Government shall 
and cooperate with said Administration to accomplish the purposes’ and 
for spirit of this Act. 


tly “a. All property right determinations and appeals therefrom, to- 
nay on with all recommendations or proposals to adjust inequities, shall 
rm- submitted to the Administration as provided by regulations issued 


the or approved by the Administrator provided for herein. 
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' “b. ‘There are hereby authorized to be appropriated to the use of the 
Administration such funds as are necessary to accomplish the purposes 
of this Act. 

- “e, All personnel, records, equipment, funds and other property of 
the Government Patents Board (established by Executive Orde 
10096, dated January 23, 1950), are hereby transferred to the Ad. 
ministration. 

. “d. The functions and direction of the Administration shall he 
vested in an Administrator appointed by the President by and with 
the advice and consent of the Senate. The Administrator shall re. 
ceive compensation as authorized by law and shall not engage in ap 
other business or employment during his tenure of office. The Ad. 
ministrator is authorized to appoint such assistants and other per. 
sonnel as he considers necessary to perform the duties of his office and 
may delegate any functions thereof to his assistants. The assistant of 
— — shall serve as Acting Administrator during any vacancy in 
that office. 


“FUNCTIONS AND AUTHORITY OF ADMINISTRATOR 


“Sec. 5. Subject to the stated policy and within the funds appropri- 
ated by Congress, the Administrator shall: 
- “a, Administer the policy established by this Act and the provisions 
thereof to ensure equitable and consistent protection of the property 
rights of the Government and its employees in inventions reel by 
such employees. 

“b, Issue or approve regulations for the effective administration of 
this Act, including procedures, interpretations, definitions, and pro- 
visions for the taking of depositions and the filing of affidavits. 


“ce. Review agency determinations for conformity with the provi- — 


sions of this Act and affirm, modify or reverse them. 


“d. Decide, with administrative finality, all appeals from agency | 


determinations and all requests by emplovees or agencies for recon- 
sideration of decisions. 

‘«“e, Issue subpenas and administer oaths in all matters coming 
before the Administration. 

-'“f. Review proposals submitted by the agencies for adjustment of 
cases in which the Government has acquired greater rights than it 
should have taken and, where equity requires, to concur with such 
proposals. 

“lg. Review recommendations submitted by the agencies for the 
grant of exclusive licenses and approve or disapprove such recom- 
mendations as the interests of the Government and/or the public are 
shown to justify.] 

“h. Consult with the agencies and establish such working commit- 
tees, composed of agency representatives, as he deems desirable for 
advice and assistance on matters of policy or administration, including 
regulations to be issued. 

‘4. Submit an annual report through the President to the Congress 
concerning operations under this Act. : 
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“EMPLOYEES SUBJECT TO THIS ACT 


“Sec. 6. All employees now or hereafter employed by or in the 
service of the Government, except part-time employees and con- 
sultants who are or may be excluded pursuant to regulations issued by 
the Administrator, shall be subject to the provisions of this Act. Any 
invention made by any such employee during his term of employment 
or service shall be subject to a determination of property rights therein, 
whether or not his employment or service was terminated subsequent 
to his making the invention. 

“Any employee who is aggrieved, or believes he would be wrong- 
fully deprived of his property rights by an agency determination, or 
by a decision rendered by the Administrator, may appeal directly to 
the Administrator from such determination, or request reconsideration 
of the Administrator’s decision in accordance with regulations issued 
by the Administrator. 

“ ‘Employee’ means officers or employees of the United States, 
including members of the uniformed services and persons acting on 
behalf of the Federal Government in an official capacity, temporarily 
or anently in the service of the United States, whether with or 
without compensation, but does not include employees of contractors 

orming work under a contract for or for the benefit of the United 
tates. 
“SAVING PROVISIONS 


“Sec. 7. The property rights in inventions made by Government 
employees prior to the effective date of this Act shall be determined 
by the agencies and the Administrator in accordance with the provi- 
sions of Executive Order 10096, which for all other purposes i; super- 
seded hereby. 

“Sec. 8. Should any provision of this Act or the application of an 

vision thereof to any circumstances or persons be held invalid, 
the validity of the remainder of the Act and the applicability of such 
provisions to other circumstances or other persons shall not be affected 
thereby. 

“DESIGNATION OF THIS ACT 


“Src. 9. This Act may be cited as the ‘Government Invention 
Administration Act.’ ”’ 
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FOREWORD 


Will the Defense Department pained spelen be applied to the © 
research and development activities of civilian agencies in the absence 
of contrary directions from Congress? This report on the Post Office 
Department’s research and development mee suggests that such 
cvalian programs are quite likely to follow Defense Department policy 
with respect to patents unless and until Congress prescribes a different 
licy. 
Pome report was prepared by Clarence M. Dinkins of the subcom- 
mittee staff, under the supervision of Robert L. Wright, chief counsel 
of the Subcommittee on Patents, Trademarks, and Copyrights, as part 
of the subcommittee’s study of the U.S. patent system conducted 
ursuant to Senate Resolution 53 of the 86th Congress, 1st session. 
t is the sixth of a series dealing with Government patent practices, 
the purpose and scope of which are more fully described in the fore- 
words of the recently issued reports on the patent practices of the 
Tennessee Valley Authority and the National Science Foundation. 
This report deals with the practices of an agency which was specifi- 
cally authorized by Congress in 1949 to establish a research and 
development program, but was not given any specific directions as to 
how to deal with patent rights. While the purpose of the program is 
to improve postal service equipment and to introduce new devices 
which will make the operation of the Post Office Department more 
efficient and economical, the devices which are being developed ma 
have a much wider application. For example, the Department is 
presently engaged in developing coger private contractors letter 
and parcel post sorting which may be used by other 
Government agencies or commercial businesses handling large volumes 
of mail and packages, such as mail-order houses. The Post Office 
Department is relatively new to research and development work, and, 
in the absence of a directive by Congress, quite naturally turned to 
the Armed Services Procurement Regulations as a convenient guide 
for its disposition of patent rights. However, it seems clear that those 
atent regulations were not designed for use in connection with the 
evelopment of inventions which may have a wide use in the per- 
formance of governmental and commercial functions. 
_ For example, one ASPR patent clause which the Post Office Depart- 
ment has adopted prohibits the use of ~~ invention produced under 
its research contracts “‘in competition with the contractor or the con- 
tractor’s commercial licensees.’ As indicated by the testimony given 
on behalf of the Railway Express Agency in the recent hearings held 
before the Senate Post Office and Civil Service Committee concerning 
fourth-class mail size and weight limitations, the Railway Express 
Agency regards the Post Office Department’s parcel post service as 
one which a directly with the service that the Railway Ex- 
press Agency offers the public. Yet the parcel post service will be 
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rincipal user of the machinery in question. Is the parcel post seryj 
be from using an machines if the 
to license their use to the Railway Express Agency? 

Although the Post Office Department’s General Counsel views this 
competitive restriction as no limitation on the Departments right to 
see that such inventions are made freely available to the Government 
for its ‘own use to provide governmental services to the public,” it jg 
difficult to understand why a restriction against “‘competitive”’ yge 
has any place in a patent clause dealing with research and develo 
ment of a public service character. The kind of public services that 
the Government provides should be determined by Congress, free 
from contractual restrictions which merely reflect the varying views 
of administrative officials. 

Unlike a number of other agencies engaged in research for civilian 
purposes, the Post Office Department also leaves title with the cop. 
tractor in all cases. While the Department’s authority to make this 
choice may be clear, in the absence of a contrary legislative command 
the fact that it has chosen a patent policy primarily developed in aid 
of the procurement of military supplies suggests a need for specific 
congressional mandates as to the disposition of patent rights by each 
- an agency with extensive research and development responsi. 

ilities. 


JosepH C. O’MAHONEY, 


Chairman, Subcommittee on Patents, Trademarks, and 
Copyrights, Committee on the Judiciary, U.S. Senate. 


NoveMBER 5, 1959 
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PRELIMINARY REPORT AS TO THE PATENT PRACTICES OF 
THE POST OFFICE DEPARTMENT 


I. Lecat Aurnority as To Patents 


In 1949 the Department was granted statutory authority to estab- 
lish a research and development program in the following terms: 


39 U.S.C. 847—Research and development program; estab- 
lishment; administration; investigations and studies. 

(a) The Postmaster General is authorized and directed to 
establish in the Post Office Department a research and de- 
velopment program which shall be administered by the Post- 
master General through such officers and employees as he 
may designate. 

) The investigations and studies under this program shall 
be for the purpose of improving existing equipment, supplies 
methods, procedures, means and devices used in the Postal 
Service and of introducing new types of equipment, supplies, 
methods, procedures, means, and devices for use in such 
service in order that the businesses of the Post Office 
Department may be more efficiently and economically 
operated. (August 16, 1949, ch. 439, sec. 1, 63 Stat. 608.) 


39 U.S.C. 847a—Same; utilization of facilities of National 
Bureau of Standards; assistance from other departments. 


In carrying out its functions under section 847 of this 
title, the "+ linac is authorized, pursuant to section 686 
of Title 31, or other applicable law, to utilize the research 
and testing facilities of the National Bureau of Standards 
and to procure advice and assistance from any department 
or independent establishment in the executive branch of the 
Government. * * * (August 16, 1949, ch. 459, sec. 2, 63 
Stat. 608.) ; 


The foregoing provisions do not expressly deal with the disposition 
of patent rights to inventions which may be made in carrying out 
research and development contracts. ‘The Department whew 
authority to dispose of such rights is derived from the general author- 
ity to enter into contracts. Sections 847 and 847a of title 39, United 
States Code, are regarded as setting to rest any question on that 
score, and, at best, conferring cumulative authority. In a letter to 
Senator O’Mahoney of January 23, 1959, the General Counsel stated 
the Department’s position as follows: 


* * * we believe general authority to enter contracts 
implicitly confers with it authority to agree to such terms and 
conditions as are reasonably believed necessary to carry out 
the purpose of the contracts. Sections 847 and 847a require 
the establishment of a research and development program. 


1 
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The normal consequence of such a program is the develop- 
ment of inventions. At the time of their enactment there 
was no legislative directive to the Postmaster General as to 
the treatment of inventions. There is still none today. 
Under these circumstances, by omitting any direction, 
Congress may be deemed to be leaving the matter to the 
Executive insofar as inventions resulting from the program 
are concerned. Of course, we also regard sections 847 and \ 
847a as having the effect of setting to rest any question as to } 
the Postmaster General’s authority to agree to the contract 
terms relative to the division of rights to patentable inven- _ 
tions. To this extent any authority they confer to act in | 


this area is regarded as being cumulative to the preexisting 
authority. 
II. Present PRAcTICE 


A. ADMINISTRATION | 
1. Personnel 
The Office of the General Counsel and the Office of Research and 
Engineering work together in handling patent applications and pre. 
paring necessary data, which are then turned over to the Department 
of Justice for prosecution in the Patent Office. Patent administration 
problems are handled by the Office of Research and Engineering. 
The number of employees engaged in research and development 
work on both a full- and part-time basis during the fiscal years 1957 | 
and 1958, with estimates for the fiscal i 1959, are shown in the 
following tables, together with salaries allocated to this type of work. © 
In the case of part-time ee eg it was estimated that they spend | 


approximately 20 percent of their time on such work. 


Number of employees engaged in research and development 


Full time Part time | 


‘ 
‘ 
‘ 
‘ 


1959 (actual and estimated) -................------..-..---.--. 241,714 107, 211 348, 956 


2. Performance statistics 


From July 1, 1937, through July 31, 1958, only one invention was 
made by an employee in which the Department was sufficiently inter- 
ested to take an assignment. This patent was issued in 1953 and — 
covered an apparatus for removing carbon sheets from fan-folded 
typed copy sheets. The Department used this apparatus until it was 
worn out but did not consider it to be of sufficient importance to, be 
replaced. 


1958 
1959 
Salaries of employees engaged in research and development work | 
Full time Part time Total | 
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In 1956 an employee of the Department invented a one-time throw- 
away cord seal lock. It was determined that this invention was made 
under circumstances that would entitle the Government only to a 
nonexclusive, irrevocable, royalty-free and nontransferable license. 

Both of the above-mentioned patents were granted pursuant to 
title 35, United States Code, section 266, which provides that a patent 
may be issued to a Government employee without the payment of 
fees— 

* * * when the head of a department or agency certifies 
the invention is used or likely to be used in the public 
interest. * * * 

Although the Post Office Department has made no grants, it has 
recently let an increasing number of research and development con- 
tracts to private firms. . 


Number of research and development contracts 


12 

1 This number includes the contracts it is anticipated will be entered into during the balance of the fiscal 
year. 


The following table shows approximate annual obligations incurred 
by these contracts: 


5, 559, 130 


1 Both actual and estimated to end of fiscal 1959, 


In furnishing data showing the Department’s obligations under 
these contracts rather than actual expenditures, it was explained 
that— 


* * * new obligations would give a more meaningful pic- 
ture of the Department’s program. Expenditures in any one 
year would include liquidation of obligations incurred in that 
particular year as well as obligations incurred in prior years 
(letter from Mr. Herbert B. Warburton, General Counsel, 
Post Office Department, to Senator Joseph C. O’Mahoney, 
chairman, Subcommittee on Patents, Trademaks and Copy- 
rights, March 31, 1959, p. 2). 


B. POLICY AS TO RETENTION OF TITLE 


1. By employees 

The rights to inventions developed by postal employees are covered 
by Executive Order 10096 of January 23, 1950, and rules and regula- 
tions issued pursuant thereto. The Department has stated that the 
bulk of inventions reported to it by its employees have involved 
material susceptible only to commercial applications and that it has 
no interest in an invention unless it is related to the postal service and 
postal equipment or may otherwise be of use to it. 

The employee is not required to grant a license to the Government 
unless the Department is interested in his invention for its own use. 
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If no license is required the employee does not have to div an 
information concerning technical data, know-how, specialize Proce 
esses, or other proprietary rights. However, if the employee is re. 
quired to grant a license to the Government he must also grant such 
rights regarding technical information, etc., as aforesaid. 


- 2. Contractors and grantees . 


The Post Office Department has made no research nts, and its 
policy in regard to patent rights under research and develomall 
contracts is the same regardless of the type of organization involved, 
Under this policy the contractor is not required to assign to the Goy. 
ernment title to any inventions made pursuant to the contract, even 
when the contract is for inventive work. Instead he is required to 
gant to the U.S. Government an irrevocable royalty-free license, 

ith this license the Government may practice, or cause to be prac- 
ticed, throughout the world, each invention, but with the limitation 
that the Government may not use this license in competition with the 
contractor or any of his commercial licensees. Although the Govern. 
ment’s license is nonexclusive, it may, by acting through the Post 
Office Department, grant or authorize the granting of a sublicense to 
foreign governments, but solely in those governments’ mail-handling 
activities. 


The contractor is free to grant licenses to others, and the 
Government may not, under its license, manufacture, have 
_manufactured, or use any subject invention to provide serv- 
ices or supplies to the general public in competition with the 
contractor or any of his commercial licensees. However, it 
is further provided in our contracts that the U.S. Govern- 
ment, acting through the Post Office Department, may 
pant or authorize the granting of a sublicense to one or more 
oreign governments for use, in such instance, solely in that 
mail-handling activities. (Letter from Mr. 
erbert B. Warburton, General Counsel, Post Office 
Department, to Senator Joseph C. O’Mahoney, chairman, 
Subcommittee on Patents, Trademarks and Copyrights, . 
December 23, 1958, p. 2.) 


The foregoing restriction on competitive use has not yet been 
applied as no inventions made under these contracts have as yet been 
patented. However, both the Post Office and other Government 

encies, such as TVA, are presently engaged in rendering services 
which might be regarded as competitive with private companies 
rendering similar service, e.g., parcel post and railway express, public 
and private power. 

The provision against a competitive use of the inventions results 
from the incorporation in the contract, by reference, of the standard 
ASPR patent clauses, which contain the following sentence at section 
9-107.1(b) (1): 


No license granted herein shall convey any right to the 
Government to manufacture, have manufactured, or use any 
Subject Invention for the purpose of providing services or 
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supplies to the general public in competition with the Con- 
tractor or the Contractor’s commercial licensees in the 
licensed fields. 


The ASPR patent clauses were developed for use in contracts 
relating to the procurement of weapons, but the Post Office Depart- 
ment apparently regards this clause as equally applicable to the pro- 
curement of devices which aay us used to perform business functions, 
both within and outside the Government. The Post Office Depart- 
ment does not regard the restrictions of the ASPR clauses— 


as in any way limiting this Department’s right to license 
other persons to make machines for the Government’s own 
use to provide governmental services to the public. (Letter 
from Mr. Herbert B. Warburton, General Counsel, Post 
Office Department, to Mr.’Robert L. Wright, chief counsel, 
Subcommittee on Patents, Trademarks and Copyrights. 
June 26, 1959, p. 2.) 


The contracts for the development of automatic letter-sorting 
machines were made for the purpose of continuing and expanding 
research and development work previously performed for the Post 
Office Department by the Bureau of Standards and Rabinow Engi- © 
neering Co. of Takoma Park, Md. One for $1,200,000 was made 
with the Burroughs Corp. of Detroit, Mich., and the other for 
$1,500,000 was made with Pitney-Bowes, Inc., of Stamford, Conn. 
According to a press release issued by the Attorney General on 
January 9, 1959, announcing the entry of an antitrust suit judgment 

ainst Pitney-Bowes, Inc., that company has “almost 100 percent” 
a all postage meter machines in use in the United States. The 
judgment requires Pitney-Bowes to license its patents in the postage 
meter and mailing machine field, but imposes no obligations upon 
Pitney-Bowes with respect to any patents it may obtain on letter- 
sorting machines. 

The view of the Post Office Department is that the Burroughs 
contract provides adequate assurance that tsiney Dene will not 
obtain a monopoly position in the letter-sorting field by virtue of any 
patents arising out of the Pitney-Bowes contract. However, there is 
no provision in either contract which would prevent either company 
from obtaining basic patent protection which might exclude com- 
petitors from the letter-sorting field. The Department feels that the 
danger of such exclusion is “more theoretical than real’ because 
“there would be relatively few persons outside of the Government 
Ghd a any need for such elaborate and expensive machines”’ 
ibid., p. 2). 


1, Employees’ patents 

The Post Office Department has no information as to the foreign 
filing of patents by employees. 
2. Contractors’ and grantees’ patents 

The Department has made no grants and has no information indi- 


cating that any of its contractors have applied for patents in foreign 
countries. 


C. FOREIGN FILING 
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D. USE OF PATENTS BY PARTIES RETAINING TITLE 


1. Employees 

The only information regarding the use of patents by employees 
involves one patent, No. 2,740,654, which covers a one-time throwawa 
cord seal lock. Although this patent was issued in 1956 and assi oy 
by the inventor to a manufacturing corporation, none of the peodaal 
covered by the patent has yet been offered for sale. 


2. Contractors and grantees 

Although the Department has made no ts it does have outstand. 
ing important contracts for research and development. Most of thegg 
contracts were recently executed and up to this time no patents have 
been developed from any of them. The contracts cover such things as 
the development of letter-sorting machines, letter. 
sorting seeeenest, and semiautomatic parcel post sorting systems, 
All these devices may be used by other Government agencies, in addi- 
tion to the Post Office Department. Although a royalty-free use by 
such other agencies is apparently contemplated, the right to such use 
is clouded by the proviso against any competitive use, noted above, 
8. Government 

As previously stated, the Post Office Department owns only one 
ees it is the one covering an apparatus for 7 carbon sheets 

m fan-folded typed copy sheets, issued in 1953. The Department 
used this apparatus until it was worn out and did not bother to have 
the machine replaced. The one license which it owns covers a one- 
time throwaway cord seal lock which has never been put to use by the 
Department. The Department has granted no licenses and does not 
pay royalties to anyone. | 


Ill. Acency Viewpoint 
A. JUDGMENT AS TO EFFECTIVENESS OF PRESENT POLICY 


_ The Post Office Department is satisfied with its present patent policy — 
and believes that it has worked satisfactorily up to this time. 


B. RECOMMENDATIONS AS TO FUTURE POLICY 
No changes are recommended. 
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FOREWORD 


Would a policy of licensing Government-owned patente for rea- 
sonable royalties achieve better results than outright sale or other 
disposition of Uncle Sam’s atent rights? This is one of the issues 
considered in this report dealing with the patent practices of the 
General Services Administration. 

The report was 4 by Herschel F. Clesner, under the super- 
yision of Robert right, chief counsel of the Subcommittee on 
Patents, Trademarks and Copyrights, — of the subcommittee’s 
study of the U.S. patent system, conduc ursuant to Senate Reso- 
lution 53 of the 86th Congress, Ist session. It is the fourth of a series 
dealing with the patent practices of the various agencies of the Fed- 
eral Teseensaent having research and development responsibilities. 
The p and scope of these reports is more fully described in the 
jo to the first two reports, the subjects of which are the patent 

ractices of the Tennessee Valley Authority and of the National 
Seine Foundation, respectively, and in the annual report of the. 
subcommittee issued on March 9, 1959. 

Up to the present time GSA has dealt with patents chiefly in dis- 
charging its responsibility for the disposition of Government surpus 

roperty. This agency’s experience in operating and rENE to 
A ose of the Government nickel plant, built during World War II 
at Nicaro, Cuba, illustrates some of the problems which may arise 
when a defense contractor builds patented processes into a defense 
facility and retains title to the patents. GSA has recognized that 

roductive physical assets may be unsalable by the Government unless 
it also has title to intangible assets, such as patents, needed for suc- 
cessful operations. The agency has accordingly negotiated arrange- 
ments with the present Nicaro operator which provide that the Govern- 
ment shall have title to all of the patented processes developed in 
the course of the current operation. 

Some of the problems presented to GSA in connection with the 
operation and disposal of defense production facilities are similar to 
M discussed in Professor Solo’s account of the wartime synthetic 
rubber program, published by this subcommittee as Study No. 18. 
However, at the present time the agency’s dealing with such problems 
is free from the wartime stresses that plagued its predecessor 
agencies, Reconstruction Finance Corporation and War Asssets 
Administration. 

This report notes that substantial royalties received by the Govern- 
ment from ee yoo rights acquired by the War Assets 
Administration exceeded the amount of the best private bids that 
could be obtained for these rights. This experience suggests that 
there may be other circumstances under which a policy of licensing 


| 
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Government-owned patents for reasonable royalties may be preferable 
to an outright sale or other disposition of its patent rights. | 
The report also notes that the Administrator of General Services | 
was designated by the President to carry out a Cabinet recommendg. 
tion for a comprehensive review of Government procurement policies | 
with a view to increasing the participation of small business. For this. 
apes an interagency task force was established, which included q ' 
study group to evaluate the existing agency practices governing the 
division of patent rights between research and development contrac. 
tors and the Government. The study group, of which the Commis. 
sioner of Patents is Chairman, should eventually report 
which will provide a valuable entero to the study of Government _ 
yma 7 practices now being made by this subcommittee. However, 
mmissioner Watson has advised the subcommittee that the study | 
group —_— yet received the funds necessary to permit it to do 
wo 


One of the factors that Congress must, of consider in any | 
patent rights arising out of Government-spon- 
sored and development is the extent to which a given policy 
may increase the concentration of patent rights in the hands of G Gov- 
ernment contractors who may already dominate certain fields of | 
production. It is hoped that Commissioner Watson’s group will 
ultimately be provided with the funds necessary to complete the 

y important study which was the purpose of its formation, 
JosrpH C. O’Manoney 
Chairman, Subcommittee on Patents, Trademarks, and Copy- 
rights, Committee on the Judiciary, US. Senate. 


Ocroser 14, 1959. 
IV 
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PRELIMINARY REPORT AS TO THE PATENT PRACTICES OF THE 
_ GENERAL SERVICES ADMINISTRATION 


T. AvurHoriry as To PATents 


The Federal Pro and Administrative Services Act of 1949 
63 Stat. 877) created the General Services Administration. It was 
fe intent of this act, among other things, to provide for the Govern- 
ment an economical and efficient system for the procurement and 
supply of personal apeiee | and nonpersonal services, the utilization 
of available property and the disposal of surplus property (40 U.S.C. 


471). 

The act provides that the Administrator of General Services shall 
have supervision and direction over the disposition of surplus propasky 
held by executive agencies (40 U.S.C. 484). Such property woul 
include surplus patents or patent rights. In this connection, it may be 
noted that under the act proposed disposals by any executive agency 
of any patent, process, technique, or invention would have to be sub- 
mitted to the Attorney General, who would be required to advise 
whether the proposed disposition would tend to create or maintain a 
situation inconsistent with the antitrust laws (40 U.S.C. 488). 

Under section 303 of the Defense Production Act of 1950, the Ad- 
ministrator of General Services has authority to make purchases of 
or commitments to purchase metals, minerals, and other materials for 
Government use or resale, in order to expand productive capacity and 
supply for defense purposes (50 U.S.C. App. 2093; Executive Order 
10480, as amended). The word “materials” is defined in said act to 
include technical information and processes (50 U.S.C. App. 2152(b)). 
During the course of its operations under the Defense Production Act, 
GSA has contracted for research and development work in connection 
with the following metals or minerals: beryl, 
ga natural and synthetic mica, nickel, rutile, selenium, an 

tanium. 

Also under section 303 of the Defense Production Act of 1950, the 
Administrator of General Services has authority, for the purpose of 
aiding the national defense, to install additional equipment, faciliti 

rocesses or improvements to plants, factories, and other industrial 

ilities owned by the U.S. Government. 

Under the Strategic and Critical Materiais Stock Piling Act (50 
U.S.C. 98-98h), the Administrator of General Services is responsible 
for purchasing strategic and critical materials for the national stock- 
pile and providing for their storage, security, and maintenance. In 
this connection, GSA has contracted for research with respect to 
—_— involved in the long-term storage of rubber and cordage 
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GSA also disposes of any materials which are determined by the 
Office of Civil and Defense Mobilization to be no longer needed fo, 
the national stockpile or for the purposes of the Defense Production 
A 


ct. 

Within GSA, functions under the Strategic and Critical Materials 
Stock Piling Act and the Defense Production Act are performed 
principally by the Defense Materials Service. 

Under Public Law 934 of the 85th Congress, approved September | 
6, 1958, GSA, together with other Government agencies, has authority 
to issue research grants to nonprofit organizations. 

Thus, GSA in carrying out its functions, contracts for projects which 
may produce inventions, and purchases, sells, or disposes of patents 
me § patent rights. GsA employees, as a result of their duties, also 
have the opportunity to invent or innovate. 


II. Present Practice 


A. ADMINISTRATION 
1. Personnel 

The contracting officers of the General Services Administration 
are authorized to seek patent advice from the Office of General Co 
which employs a patent expert as a consultant on a when-actually. 
employed basis. The special assistant to the Administrator (Nicaro 
project), responsible for the Government-owned nickel production 
facilities at Nicaro, Cuba, is also advised by a full-time patent 
specialist. 

Furthermore, in 1956 General Services Administration made infor- 
mal arrangements with the Department of Defense, Department of 
the Interior, and Atomic Energy Commission to obtain advice from 
representatives of these agencies with respect to patent questions 
which might arise in connection with specific contract negotiations con- 
cerning defense materials, 


2. Performance statistics 
The General Services Administration does not yet own any patents, 
However, during 1958 two pending patent applications were assigned 
to General Services Administration by Cramet, Inc., in connection 
with the termination of a contract between Cramet, Inc., and GSA for 
the ey me of titanium. In addition, eight patents have been — 
plied for by GSA covering inventions developed in connection with _ 
e operation of the Government-owned nickel project at Nicaro, Cuba, 
A statistical breakdown of patent applications filed and patents 
obtained by General Services Administration employees follows: 


Patent li- Patents Patent a) Patents 
cations fled obtained cations Re obtained 
1949 5 0 0 
1950 1 1 0 


From June 30, 1949, until September 1953, applications 
patents covering inventions made by employees of GSA were pre 
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partment of J ustice. Since September 1953 such applications have 
peen filed through the Office of the General Counsel, General Services 
Administration. All of the patent applications by Government em- 
ployees were filed under title 35, United States Code, section 266, 
which provides for the issuance of patents without fees to Govern- 


ment employees. This section states: 


The Commissioner may grant, subject to the provisions 
of this title, to any officer, enlisted man, or employee of the 
Government, except officers and employees of the Patent Of- 
fice, a patent without the payment of fees, when the head of a 
department or agency certifies the invention is used or likely 
i be used in the public interest and the applicant in his ap- 
plication states that the invention described therein, if pat- 
ented, may be manufactured and used by or for the Govern- 
ment for governmental purposes without the payment to him 
of any royalty thereon, which stipulation shall be included 
in the patent. 


The titles of the inventions filed by GSA employees under this free 
fee statute are: “Reference Service Chart,” “Dual Type Nesting Pal- 
Jet”; “Collapsible Pallets” (two applications) ; “Deactivating Lamp 
Disposal Devices” (two applications) ; “Ink Reservoir for Lettering 
Pens”; “Armour Shield for Projectile Type Fastenings” ; “Adjustable 
Offset Ladder”; “Door Latch”; “Trip Movement for Watchmen’s 
Patrol Boxes” ; and “Demountable Beam Compass.” 


oie and prosecuted by the Patent Section, Civil Division, of the 


B. TITLE POLICY 

1. Employees 

General Services Administration states that in determining the 
rights of its employees it follows Executive Order 10096 dated Janu- 
ary 23, 1950, and the or I I, regulations of the Government 
Patents Board. In practice, GSA has allowed title to vest in the in- 
ventor, GSA retaining only a nonexclusive, irrevocable, royalty-free 
license in the invention with power to grant licenses for all govern- 
mental purposes. 


2. Contractors and grantees 


In negotiating ordinary procurement contracts under the Defense 
Production Act of 1950, General Services Administration reserves no 
proprietary rights to inventions, technical information, know-how, or 
specialized processes. These contracts do, however, include a patent 
indemnity provision. In some of the procurement contracts for 
metals derived from low-grade ore bodies, the Government pays pre- 
mium prices to make possible the working of these ore bodies. If a 
new ——— were to be developed which would lower the cost of metal, 
the Government would not pay a lower price nor would the Govern- 
ment obtain the use for governmental purposes of any developed 
inventions. 

In the usual negotiated research and development contract, General 

rvices Administration uses the contract clause set forth in section 
IX of the Armed Services Procurement Regulations whereby the 

vernment receives a royalty-free, nonexclusive license to use or 
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permit to be used for its benefit any inventions conceived or first ag. | 
tually reduced to practice in the course of performing the work yp, 
quired by the contract. An example of such a patent contract clang 
is attached as appendix A. In these instances, the contractor retain, 
title to the invention and the right to file in foreign countries. If thy 
contractor decides not to file here or abroad, then the Government may 
obtain this right. 

The matter of acquiring technical information resulting from r. 
search and development contracts and procurement contracts with 
research and development aspects negotiated by General Services Ad. 
ministration under the Defense Production Act is handled on a cage. 
by-case basis. This means that the Government obtains such 
technical information and specialized know-how as is specifically 
called for by the contract, However, under the contract by which the | 
Government-owned nickel project at Nicaro, Cuba, is operated by 
Nickel Processing Corp. (a subsidiary of National Lead Co.), Gen- 
eral Services Administration obtained from the operator a license to 
reproduce, translate, publish, use and dispose of technical informati 
know-how, specialized processes and proprietary rights develogil 
under research and development contracts relating to the operation of 
the project and GSA acquired full title to the patent rights, both | 
foreign and domestic, on all inventions arising out of these contracts, 
The reason for this exception is that the Government found this pro- 
tection necessary in order to be able to grant clear title to the Nicaro 
plant and the processes and equipment used in it. In this case the 

ney has recognized that a barrier to the sale of the plant to anyone 

other than the operator would be created if the operator were per. 
mitted to exercise patent control over processes essential to the sue- 
cessful operation of the plant. 

General Services Administration has not so far used the authority — 
to make grants to nonprofit institutions for basic research purposes, 


8. Surplus property disposal | 
General Services Administration has not yet disposed of any pat 
ented inventions as surplus propery. Prior to the creation of the | 


General Services Administration, a proposed surplus disposal of pat- 
ents, processes, techniques, and inventions was fully described in the | 
first supplementary report of the War Assets Administration sub 
mitted to the Congress as of June 27, 1946. This concerned the dis- 
al of the Government’s limited interest in 71 automotive patents 
or which the Government had paid $250,000 to the Automotive Engi- 
neering Corp. The records in the possession of GSA indicate that | 
the United "States received from these patents in cash royalties, and 
in royalties saved, an amount in excess of: $3 million.* 

The War Assets Administration widely publicized the propos | 
sale? and received only two bids. The high bid was $25,000 by the | 
Timkin Detroit Axle Co. which held a license under the patents. The 
second bid was $5,100 submitted by a World War II veteran. The 
War Assets Administration rejected the two bids as inadequate and 


*Letter of Mar. 5, 1959, to Hon. Joseph C. O’Mahoney, chairman, Subcommittee on , 
Patents, Trademarks, and Copyrights, Committee on the Judiciary, U.S. Senate, from + 
Franklin G. Fleete, Administrator, General Services Administration (hereinafter referred to 
as letter of Mar. 5, 1959). \ 

2See app. B. i 
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proposed disposal was never consummated. As a result the Govern- 
ment received for the remaining terms of the unexpired patents 
substantial royalties which exceeded the amount of the rejected bids. 

Another attempted commercial disposal concerned 18 patents and 
11 patent applications relating to the metallurgy of magnesium, 
which had developed from research done under contract by the opera- 
tor at the Government-owned Basic Magnesium Corp. plant at Las 
Vegas, Henderson, and Gabbs, Nev. hese patents were declared 
surplus by the Reconstruction Finance Corporation but after circula- 
tion of this notice to other Government agencies, by the RFC, the 
patents and the patent applications were claimed by and assigned to 
the Office of Naval Research, Department of the Navy.* Four of 
the claimed eleven patent applications matured into patents. The 
Department of the Navy has issued royalty-free, nonexclusive licenses 
ie several of these patents, which deal with the flotation of mag- 
nesite ores and reduction of magnesium, to Basic Refractories, Inc., 
Cleveland, Ohio, and Southern Minerals, Inc., Haymarket, Va. 
However, neither the Navy Department nor GSA possesses any 
information which would indicate the present commercial use, if any, 
of these patents. ‘ a 

These magnesium process patent rights were apparently disposed of 
separately from the plants in which they were developed because the 
plants were not regarded as economical for private operation for the 
production of magnesium. 

Some of the contracts negotiated for World War II operation of 
Government-owned plants with large chemical companies contained 
restrictive clauses as to the use of secret information, know-how, and 
patents. Where the operators of the Government-owned plants be- 
came the owners of the developed inventions they sometimes ted 
the Government only a royalty-free license for the duration of the war. 
This was true with respect to some aluminum plants and some ordnance 
plants. Recently, GSA has been hampered in its attempt to dispose 
of an ordnance plant by restrictions in a contract made during World 
War II as to secret information, know-how, and patents and their use. 
The Government is not able to transfer to the purchaser of the plant 
the use of the patented processes incorporated in the plant, essential 
information, or the know-how to operate it economically. In the con- 
tracts negotiated by the Government in connection with the oil-crack- 
ing plants built by Defense Plants Corporation during World War II 
under patented processes, provision was made for licensing the pro- 
cesses to subsequent purchasers of the plants. Under these agreements 
the Government has paid royalties for wartime operation aud this pur- 
chasers have paid royalties thereafter to the patent owners. 


4. Defense Production Act authority 


Although GSA feels it has authority to purchase or sell necessary 
patents or patent rights to carry out the purposes of this act, it has 
never exercised this authority. ‘ 


* Letter of Mar. 5, 1959. 

‘The poets still in force which the Navy Department obtained from RFC are: U.S. 
Patent Nos. 2.436,520 ; 2,437,778 ; 2,436,509 ; 2,408,466; 2,399,634 ; 2,408,467 ; 2,488,993 ; 
1,923,955 ; 1,926,545 ; 2,398,250; 2,398,251; 2,474,538; 2,514,283; 2,514,275; 
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‘The Reconstruction Finance Corporation previously purchee| 

atent rights. One such case involved the purchase for $189,000 op. 
Novexnber 14, 1942, from the National Wire Die Co. of patent righty | 
relating to mechanical processes and machines useful for the manufge. 
ture of diamond dies.> The inventions protected by these patents later i 
became obsolete as a result of certain advanced inventions developed by. 
the Bureau of Standards which were made available to industry. Th | 
RFC did collect a limited amount of royalties on these patents and 
licenses which were available under them for defense production, —__ 


C. FOREIGN FILING 

1. Employees 

GSA has no information as to the foreign filing of patent applica. 
tions by employees. 
2. Contractors and grantees 

Under contracts made by General Services Administration the con- 
tractor retains the right to file in foreign countries, subject to an option 
of the U.S. Government to file if the contractor does not proceed, 
Generally, GSA has no information as to foreign filing by contractor, 
However, with respect to two contracts such information has been re. 
ceived. In one instance the contract imposed an obligation upon the | 
contractor to notify GSA of the filing of patent applications in forei 
countries. This contract covered the development of a process for 
producing nickel and cobalt from Cuban lateritic ores and the con- 
tractor has notified GSA of the filing in 12 foreign countries of patent 
applications covering 2 inventions. The second case involved the 
termination of a contract providing for the production of titanium 
sponge. In accordance with the requirements of the termination agree- 
ment, the contractor has notified GSA of its intention to discontinue 
the prosecution of eight patent applications covering two inventions, 
The applications in the case of each invention had been filed in four. 
foreign countries. GSA has decided not to continue with thes 
applications. 
8. General Services Administration 


GSA has not yet applied for any patents in foreign countries | 
However, it does not have any policy that would preclude any such | 
application and it intends to protect in Cuba those patentable inven- 
tions which either are in use or are likely to be used at the Government- 
owned nickel project at Nicaro, Cuba.® 


D. USE BY PARTIES RETAINING TITLE 
1. Employees 
No records are available to GSA which would show the extent of 
the commercial use of inventions made by employees of General , 
Services Administration.’ 


® Secretary’s Memorandum No. 3370, ‘‘Re: Diamond dies—Patent rights program Collite 
Tungsten Corp. license agreements 109-M-—2 and 109-M-3,” Office of Defense Supplies, 
Reconstruction Finance Corporation, Apr. 13, 1948. 

6 Letter of Nov. 25, 1958, from Franklin G. Floete, Administrator, GSA, to Hon, Joseph ¢. 
O’Mahoney, chairman, Subcommittee on Patents, Trademarks, and Copyrights, C 5 
as udiciary, U.S. Senate. 


tinue | 
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9, Contractors and grantees 
‘The Government-owned nickel plant at Nicaro, Cuba, was originally 
built by Freeport Sulphur Co. and Nicaro Nickel Co., its wholly 
owned subsidiary, in 1942 and was operated by Nicaro Nickel Co. 
from 1943 to 1947. In its present operation by Nickel Processing 
Corp., a subsidiary of National Lead Co., a substantial part of the 
ore used at the plant is taken from promethrs owned by Nicaro Nickel 
Co. According to Freeport Sulphur Co., the present operation of 
the plant is still covered by patents which are owned by Freeport 
and which were evolved CURING MPPORARED development of the plant. 
An official of GSA, however, has publicly stated that “none of the 
[Freeport] patents are valid patents.”* In any event, the contract 
under which the Government uses ores belonging to Nicaro Nickel 
Co. provides that the Government shall have an assignable, non- 
exclusive, perpetual right to use the processes covered by those patents, 
but the only payments called for under that contract are based upon 
the amount of ore used by the Nicaro plant and upon the market price 
of refined nickel, subject to a minimum payment during any year in 
which the Government shall operate the plant. Aside from the fore- 
ing case, General Services Administration states that in no instance 
is it paying royalties or other compensation for the use of the patents 
owned i others except as such compensation may be iy as a part 
of the purchase price of supplies. GSA intends to dispose of the 
Nicaro plant. Freeport claims that any purchaser of the plant would 
be using Freeport’s patented processes, and the right to use such 
rocesses carries with it the obligation under the contract to take from 
reeport a a part of the ore required for the plant. Free- 
port also denies that the contract is freely assignable by the Govern- 
ment. The contract with Nickel Processing Corporation covering the 
present operation provides that the Government shall have title to all 
patents arising out of the operation. 


3. Government 


a. Directly 

One of the patent applications evolving from the Nicaro nickel 
project covers an invention which is used occasionally in the Nicaro 
operation when the cobalt content of the nickel product is running 
above specification limits. This invention involves a method of pre- 
cipitating cobalt from the product liquor to lower the amount of cobalt 
in the final product. The other inventions are now used only in 
experimental work, but the patent applications are being processed 
with future protection in mind hou any of the inventions 
be permanently adopted. 


b. Through licensees 


As previously noted, General Services Administration at present 
owns no patents and therefore has no licensees. 


®See app. C. 
* Statements of Langbourne Williams, president of Freeport Sulphur Co., and Hon. Jack 
‘om ee 0 e Committee on Governmen ) ouse Represen: 
tives, 85th Cong., 2d sess., Apr. 23 and 24, 1958. lati ci 
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III. Acency Viewpoint 
A. JUDGMENT AS TO EFFECTIVENESS OF PRESENT POLICY 


General Services Administration has informed the subcommitty 
that it knows of no instances in which a patent policy different frop ' 
its present policy might have proven useful to the Government or jy 
the public interest. 

e President has assigned to the Administrator of General Sery. | 
ices the responsibility for carrying out a recommendation of the 
Cabinet Committee on Small Business that the President arrange for 
a comprehensive review of procurement policies and procedures of | 
all executive agencies with a view of facilitating and extending thy ! 

articipation of small business in work on Government contracts» 
Fro accomplish this, there was created an interagency Task Force for 
Review of Government Procurement Policies and Procedures. As 
part of the contemplated review, this task force has established a study 
group, of which the Commissioner of Patents is chairman, for the. 
purpose of evaluating existing practices governing the division of 

atent rights between research and development contractors and the 
Sleventansas under research financed by the Government. 

General Services Administration has reported that it believes its 
final answer to the subcommittee’s — as to contract patent policy 
should await the completion of this lag ’s review of the subject, 
However, Commissioner Watson of the Patent Office, chairman of 
the group, has advised the subcommittee that the group is presently 
inactive for lack of funds. 


B. FUTURE RECOMMENDATIONS 


General Services Administration has made no surveys or studies | 
relating to the feasibility of ado pr bat patent policies or practices 
regarding patents owned by GSA with respect to ps inventions, 
The agency advises that it feels its limited experience does not permit 
it to make patent policy recommendations. 


Letter of President Dwight D. Eisenhower -to Franklin G. Floete, Administrator 
General Services Administration, dated Sept. 26, 1956. 
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APPENDIXES 


Appenpix A 


Parent Ricuts Articte Contarnep In Contract Sy ivania 


Execrric Propucts, Inc. (GS-OOP(D)-18144) 
ARTICLE XII 


(a) As used in this Article, the following terms shall have the 
meanings set forth below: 

t) The term “Subject Invention” means any invention, im- 
rovement or discovery (whether or not patentable) conceived or 
Fest actually reduced to practice either: 

(A) in the performance of the experimental, developmen- 
tal, or research work called for or required under this Con- 
tract ; or 

(B) in the pees of any experimental, developmen- 
tal or research work relating to the subject matter of this 
Contract which was done upon an understanding in writing 
that a contract would be awarded; 

rovided that the term “Subject Invention” shall not include an 
invention which is specifically identified and listed in said Sched. 
ule A for the purpose of excluding it from the license granted by 
this Article. 

(ii) The term “Technical Personnel” means any person em- 
ployed by or working under contract with the Contractor (other 
than a subcontractor whose responsibilities with respect to rights 
accruing to the Government in inventions arising under subcon- 
tracts are set forth in (f), (g), and (h) below) who, by reason of 
the nature of his duties in connection with the performance of this 
Contract, would reasonably be expected to make inventions. 

(iii) The terms “subcontract” and “subcontractor” mean any 
subcontract or subcontractor of the Contractor, and any lower- 
tier subcontract or subcontractor under this Contract. 

(b)(1) The Contractor agrees to and does hereby — to the Gov- 
ernment an irrevocable, nonexclusive, nontransferable, and royalty- 
free license to practice, and cause to be practiced by or for the United 
States Government, throughout the world, each Subject Invention in 
the manufacture, use and disposition according to law, of any article 
or material, and in the use of any method. No license granted herein 
shall convey.any right to the Government to manufacture, have manu- 
factured, or use any Subject Invention for the purpose of providing 
Services or supplies to the general public in competition with the Con- 
tractor or the Contractor’s commercial licensees in the licensed fields. 
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(2) With respect to: | 
(i) any Subject Invention made by other than Techniq 
Personnel ; 
(ii) any Subject Invention conceived prior to, but first actu: 
uced to practice in the course of any of the experimen 
developmental, or research work specified in (a) (i) above; and 
(iii) the practice of any Subject Invention in foreign countries 
the obligation of the Contractor to grant a license as provided j 
(”) (1) above, to convey title as provided in (d) (ii) (B) or (() 
4 below, and to convey foreign rights as provided in (e) beloy, 
shall be limited to the extent of the Contractor’s right to gran 
the same without incurring any obligation to pay royalties 
other compensation to others solely on account of said grant. 
Nothing contained in this Patent Rights Article shall be deemed t 
grant any license under any invention other than a Subject Invention, 
(c) The Contractor shall furnish to the Contracting Officer tly 
following information and reports concerning Subject Inventioy 
which reasonably appear to be patentable: 
(i) a written disclosure “one tpi after conception or firs 
actual reduction to practice of each such Invention together with 
a written statement specifying whether or not a United Stats! 
atent application claiming the Invention has been or will 
Fred by or on behalf of the Contractor ; 
(ii) interim reports, at least every twelve months, commencing 
with the date of this Contract, each listing all such Invention 
conceived or first actually reduced to practice more than thre. 
months prior to the date of the report, and not listed on a prio 
interim report, or certifying that there are no such unreported 
Inventions; and 
(iii) prior to final settlement of this Contract, a final report. 
listing ali such Inventions including all those previously listed’ 
in interim reports. 
(d) In connection with each Subject Invention referred to in 
(c) (i) above, the Contractor shall do the gst} 
(i) if the Contractor specifies that a United States patent ap- 
plication claiming such Invention will be filed, the ntractor , 
shall file or cause to be filed such application in due form and | 
time; however, if the Contractor, after having specified that such _ 
an application would be filed, decides not to file or cause to be 
filed said application, the Contractor shall so notify the Con- 
tracting Officer at the earliest practicable date and in any event 
a later than eight months after first publication, public use or 


e. 
(ii) if the Contractor specifies that a United States patent 
application claiming such Invention has not been filed and will , 
not be filed (or having specified that such an application will b- 
filed thereafter notifies the Contracting Officer to the contrary), 
the Contractor shall— 

(A) inform the Contracting Officer in writing at the 
earliest practicable date of any publication of such Invention | 
made by or known to the Contractor or, where applicable, of ; 
any contemplated publication by the Contractor, stating the 
date-and identity, of such publication or contemplated publi- | 
cation; and 

10 
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B) convey to the Government the Contractor’s entire 
right, title, and interest in such Invention by delivering to 
the Contracting Officer upon written request such duly exe- 
cuted instruments (prepared by the Government) of assign- 
ment and application, and such other papers as are deemed 
necessary to vest in the Government the Contractor’s righ 
title, and interest aforesaid, and the right to apply for an 

rosecute patent applications covering such Invention 
throughout the world, subject, however, to the right of the 
Contractor specified in (e) below to file foreign a cnn 
and subject further to the reservation of a nonexclusive an 
royalty-free license to the Contractor (and to its existing 
and future associated and affiliated companies, if any, within 
the corporate structure of which the Contractor is a part) 
which license shall be assignable to the successor of that part 
of the Contractor’s business to which such Invention pertains; 

iii) the Contractor shall furnish promptly to the Contractin 

cer on request an irrevocable power of attorney to inspect an 
make copies of each United States patent application filed by or 
on behalf of the Contractor covering any such Invention; 

(iv) in the event the Contractor, or those other than the Gov- 
ernment deriving me gui from the Contractor, elects not to con- 
tinue prosecution of any such United States patent application 
filed by or on behalf of the Contractor, the Contractor shall so 
notify the Contracting Officer not less than sixty days before the 
expiration of the response period and, upon written request, de- 
liver to the Contracting Officer such duly executed instruments 
(pre ared by the Government) as are deemed necessary to vest in 

e Denternahied the Contractor’s entire right, title, and interest 
in such Invention and the application, subject to the reservation 
as specified in (d) (ii) above; and 

v) the Contractor shall deliver to the Contracting Officer 
duly executed instruments fully confirmatory of any license rights 
herein d to be granted to the Government. 

rere, or those other than the Government deriving 


e) The 
rights from the Contractor, shall have the exclusive rights to file 
applications on Sub 


3 ject Inventions in each foreign country within: 
(i) nine months from the date a corresponding United States 
application is filed ; 

ii) six months from the date permission is granted to file 
foreign application where such filing has been prohibited for 
security reasons; or 

(iii) such longer period as may he approved by the Contract- 
ing Officer. The Contractor shall, upon written er of the 
Contracting Officer, convey to the Government the Contractor’s 
entire right, title and interest in each Subject Invention in each 
foreign country in which an application has not been filed within 
the time above specified, subject to the ‘reservation of a nou- 
exclusive and royalty-free license to the Contractor together with 
the right of the Contractor to grant sublicenses, which license 
and right shall be assignable to the successor of that part of the 
Contractor’s business to which the Subject Invention pertains. 


(f) The Contractor shall exert all reasonable effort in negotiating 
for the inclusion of this Patent Rights Article in any subcontract 
11 
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hereunder of three thousand dollars ($3,000) or more having experi. 
mental, developmental, or research work as one of its rd ang — In 
the event of refusal by a subcontractor to accept the Patent Right 
Article, the Contractor shall not proceed with the subcontract witha 
written authorization of the Contracting Officer, and upon obtainj 
such authorization, shall cooperate with the Government in the negotj. 
ation with such subcontractor of an ven 8 patent rights article; 
provided, however, that the Contractor shall in any event require the 
subcontractor to grant to the Government patent rights under Sy}. 
ject Inventions of no less scope and on no less favorable terms thay 
those which the Contractor has under such subcontracts, except that 
in no event shall the subcontractor be required to grant to the Goual 
ment patent rights in excess. of those herein agreed to be granted to 
the Government by the Contractor. } 

(g) The Contractor shall, at the earliest practicable date, notify 
the Contracting Officer in writing of any subcontract containing 4 
patent rights article, furnish the Contracting Officer a copy of such 
article, and notify the Contracting Officer when such subcontract jg 
completed. It is understood that with respect to such subcontract 
article, the Government is a third party beneficiary ; and the Contractor 
hereby assigns to the Government all the rights that the Contractor 
could: have to enforce the subcontractor’s obligations for the benefit 
of the Government with respect to Subject Inventions. The Cop. 
tractor shall not be obli to enforce the agreements of any sub- 
contractor hereunder relating to Subject Inventions. 

(h) When the Contractor shows that it has been delayed in the 
performance of this Contract by reason of its inability to obtain in 
accordance with (f) above a suitable patents rights article from 4 

ualified subcontractor for any Work required under this Contract 

r which the Contractor itself does not have available facilities or 
qualified personnel, the Contractor’s performance shall be extended 
for a period of time equal to the duration of such delay; and, upon 
request of the Contractor, the Contracting Officer shall determine to 
what extent, if any, an additional extension of performance dates and 
an increase in the estimate of costs set forth in Schedule A based upon 
additional costs incurred by such delay are proper under the circum: 
stances; and the Contract shall be modified accordingly. If the Con- 
tractor, after exerting all reasonable effort, is unable to obtain 4 
qualified subcontractor as set forth above, the Contractor may submit 


to the Contracting Officer a writtenzequest for waiver or ification 


of the requirement that a suitable patent rights clause be included in 
the subcontract. Such request shall specifically. state that the Con- 
tractor has. used all reasonable effort to obtain such qualified: subcon- 
tractor, and shall cite the waiver or termination provision hereinafter 
set forth. If, within thirty-five (35) days after the date of receipt of 
such. request for a waiver or modification of said requirement, the 
Contracting Officer shall fail to deny in writing such request, the 
requirement shall be deemed to have been waived by the Government. 
If within such period the Contractor shall receive a written denial 
of such request by the Contracting Officer, this Contract shall there 
upon automatically terminate and the rights and obligations of the 
parties shall be governed by the provisions of the article of this Con- 


tract providing for termination for the convenience of the.Government. | 
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Aprenpix B 


GOVERNMENT'S 
LIMITED 
INTEREST IN 
71 PATENTS 


FOR SALE 


The Government’s limited interest in 71 patents, listed 
below, is offered for sale in one unit to the highest quali- 
fied bidder subject to approval by the Department of 
Justice. 

These patents (formerly owned by the Automotive 
Engineering Corporation) relate to motor trucks and like 
vehicles embodying multi-drive axle units. 

Sealed Bid Sale—Bids close October 15, 1946, at War 
Assets Administration, Railroad Retirement Building, 
Washington 25, D. C. 


The following is o list of the patents: 

Patent No. Patent No. Patent No. Patent No. 
Re. 17, 744,320 47.248, 928,860 
522,7) 744,401 B51, 1 
592.970 745,431 288 
644.023 745,432 857,2 
653,114 745,433 860,470 ‘933, 
660, 188 747,580 860,471 ‘933, 
660,189 -747,902 866,637 935, 74¢ 
670,119 .750,899 867.678 
703,536 761,044 871.4 *940, 
137 763.767 899,240 '947,337 
:712,057 .773,782 907,179 ‘947, 
.720,796 776,479 949, 
728,869 815,416 912.4 ‘975. 
.736,836 .776,480 913,799 1,449 
738.212 816,981 924,646 1,593 
743,334 845,674 


to the Governmen' 
(Liber C192, Page 179). 
For additional information and of tho’ ‘to’ 
dealing with these patents write to: 


WAR ASSETS ADMINISTRATION 


Railroad Retirement Bidg., Washington 25, D. C. 


Project No. 682—4 x 7 inches— 4 page 
Trade and Industrial Publications 
Subject to paper and space restrictions, this advertisement 


scheduled to appear as follows: 
Automotive & Aviation Industries. . . September 1, 1946 
S. A. E. Journal .,» + September 1946 
D. A. C. News September 1946 


Also scheduled to appear in newspapers: 
Size: 2 col. x 5 inches—August 15 or 16, 1946 
Wall Street Journal (National Edition) 

New York Journal of Commerce 
Chicago Journal of Commerce 
4.1774 
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C 


Excerpt From THE STaTEMENT OF Ira D. Beynon, Specrar Assigrayy 
TO THE ADMINISTRATOR OF THE GENERAL SERVICES ADMINISTRATIOy 
FoR Nicaro OPERATIONS 


Mr. Brooxs. Well, it was a question we wanted to get your viey. | 

int on. Now I am sure, Mr. Beynon, you are familiar with th 

reeport contention that it holds patents on processes currently being 
used at the Government’s nickel plant and the Government cannot 
assign its right to use such processes. 
E “as you give us the benefit of your opinion on this controversia] 
issue 

Mr. Beynon. Yes, sir. When this claim was made during th 
course of several negotiations we had with Freeport Sulphur, that 
they were not only giving us the ore, but also valuable patents, we 
asked the Navy to furnish us one of their patent experts. 
have a very large staff of patent attorneys, and they gave us the 
services of one of their specialists, and he spent several months, He 
was in Cuba in the patent office there and made studies, and he has_ 
prepared a brief on the subject and his conclusion is that none of the 
patents are valid patents. I am not a patent attorney, but he points 
out in that brief, for instance, that of the 11 patents which they claim 
to be valuable, 7 of them are not used at all at Nicaro, so we have no 
interest in them whatever. The others are very minor matters, and 
some of them weren’t filed in time. They were in use long befor, 
not only there but elsewhere, before they were filed, so consequent] 
they have no force or effect, and others of these patents are the result 
of the advance of money made by this Government to build the plant 
and also build a pilot plant. 

In other words, our Government Pa up $30 million to build this 
plant. It put up $200,000 to build a pilot plant, and out of that 
experience they made a few refinements. 

nder those circumstances we feel they are not entitled to any valid 
atents (“Di 1 Problems of Government-Owned Nickel Plant at 
icaro, Cuba,” hearings before a Subcommittee of the Committee on 
Government Operations, House of Representatives, 85th Cong., 2d 
sess., Apr. 23 and 24, 1958, p. 81). i 
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FOREWORD 


Are the disabled of America reaping the benefits of the Veterans’ 
Administration research in the field of prosthetic apeeinee as Con- 
intends they should? This question is posed by the following 
report on patent practices of one of the Government agencies having 
research and development responsibilities. 

The report was prepared by Herschel F. Clesner of the subcom- 
mittee staff, under the supervision of Robert L. Wright, chief coun- 
sel of the Subcommittee on Patents, Trademarks, and Copyrights, as 

of the subcommittee’s study of the U.S. patent system, con- 
ucted pursuant to Senate Resolution 53 of the 86th Congress, Ist 
session. It is the third of a series dealing with patent practices 
of the various agencies. Their purpose and scope are more fully 
described in the forewords of the reports on patent practices of the 
Tennessee Valley Authority and the National Science Foundation 
and in the annual report of the subcommittee issued on March 9, 1959. 

This report deals with the practices of an agency which, as in the 
case of TVA, has been specifically authorized by Congress to make 
its research results available to the general public; the law passed by 
Congress provides that the Veterans’ Administration may make re- 
sults of its research in the prosthetic field available to all disabled 
persons, as well as to veterans. However, the comparatively loose 
procedures used by VA to accomplish this result present sharp contrast 
with the procedures used by TVA. 

Although the VA states that it believes mere publication of research 
results would be inadequate to make them available to the general 
public, it has also found it unecessary for the Government to take title 
to any inventions produced by its research contractors. The justifica- 
tion for leaving title with the contractors is that the Government has 
reserved the right to direct the contractors to issue royalty-free li- 
censes, when and if the VA finds that such licenses are necessary to 
accomplish the statutory purpose to permit all disabled persons to 
share in the benefits of a patented discovery. However, the fact that 
the VA itself has not maintained a complete record of the use made 
of these inventions and has never had occasion to use its power to 
compel such licensing, leaves doubt as to whether the VA is in a posi- 


-. tion to say with confidence that the statutory J pices of making the 


results of its prosthetic research available to all disabled persons has, 
in fact, been fully accomplished. 

The VA policy of relying heavily on the Orthopedic Appliance and 
Limb Manufacturers Association to see that improved prosthetic tech- 
niques are made available to the general public may have been satis- 
factory eoeat,* Reed when VA soared was producing only a few 
inventions of limited application. That policy may be wholly inade- 
quate as applied to the presently developing situation in which inven- 
tions of wider application are now being produced. Whether or not 


} 
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title to such inventions should be allowed to vest in private part; 
is a matter that deserves the urgent attention of Congress. Fort 
coming reports will show that other agencies with a similar obligation 
to e research results available to the general public have choge, 
still other means of reaching this result and the question arises as ty 
whether or not this is a matter which should be left to varying anj 
conflicting policies, evolved without any statutory guide. | 
In conclusion, I should like to call attention to the part of the repor 
which relates how a doctor employed Md VA voluntarily assigned 4 
medical invention he had made to the United States, even though he 
was not I todoso. This was a gratifying exhibition of concen 
for the public interest over and above the call of duty. 
C. 

Chairman, Subcommittee on Patents, Trademarks and Copy. 
rights, Committee on the Judiciary, United States Senate 


JUNE 18, 1959. 
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PRELIMINARY REPORT AS TO THE PATENT PRAC- 
TICES OF THE VETERANS’ ADMINISTRATION 


I. AvuTnHority as To PATENTS 


The Veterans’ Administration received specific authority to enter 
into contracts for research a, ap 9 from which inventions might 
result with the enactment of Public Law 346, 78th Congress, June 22, 
1944, and Public Law 729, 80th Congress, June 19, 1948. These 
laws were first codified as title 38 United States Code, sections 253, 
254, and 697(a). 

Section 253 stated: 

There is authorized to be appropriated annually to the 
Veterans’ Administration and to remain available until ex- 
pended the sum of $1,000,000 to be expended, in accordance 
with laws now or hereafter applicable to the Veterans’ Ad- 
ministration, for prosthetic research, including all forms of 
prosthetic and orthopedic appliances and sensory devices. 


Section 254 stated: 


In carrying out the research program authorized by sec- 
tion 253 of this title the Administrator of Veterans’ Affairs is 
authorized to make available the results of his investigations 
to private or public institutions or agencies and to individuals 
in order that the unique investigative materials and research 
data in the possession of the Government may result in im- 
proved prosthetic appliances for all disabled persons. 


Public Law 85-857, 85th Congress, 2d session, H.R. 9700, Septem- 
ber 2, 1958, which became effective January 1, 1959, recodified sec- 
tions 253 and 254, as section 216, which states: 


The Administrator shall conduct research in the field of 
prosthesis, prosthetic appliances, orthopedic appliances, and 
sensory devices. 

In order that the unique investigative materials and re- 
search data in the possession of the Government may result 
in improved prosthetic appliances for all disabled persons, 
the Administrator may make available to any person the 
results of his research. 


The VA states that “there is no change of substance’! as a 
result of the recodification because the purpose was merely to simplify 
the ee of old sections 253 and 254. It, therefore, seems clear 
that the VA is obligated to make the results of its prosthetic research 
available to all disabled persons as well as to veterans. 


Letter of Oct. 10, 1958, to Hon. J O'Mahoney, Subcomentiies on 
marks and Copyrights, meenttaee on the Sadielary of U.8. Senate from Guy H. Birdsall, General 
Counsel, Veterans’ Administration, hereinafter cited as letter of Oct. 10, 1958. 
1 


714 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


Section 697(a) granted general authority to engage in and control _ 
e 


medical research. This section has been reco 
with no change in meaning. : 

Public Law 85-934, 85th Congress, 2d session, S. 4039, September 6, 
1958, granted the VA and other Government agencies specific author. 
ity to issue research grants to nonprofit organizations. 


as section 213 


II. Present Pracvice 


A. ADMINISTRATION 
1. Personnel 

The Veterans’ Administration is presently spending annually about 
$15 million for medical research (including $1 million for prosthetig 
research) which is producing a substantial number of inventions, 

The VA has no staff setup to deal exclusively or primarily with 
patent matters but the General Counsel is authorized to act for the 
Administrator of Veterans’ Affairs in patent and invention matters, 
The contracting officer and the scientific officer also act on patent and 
invention matters as part of the duties of their office. Records re. 
lating to patents developed under research contracts in the field of 
sroeliintie and orthopedic appliances and sensory devices are main- 
tained by a GS-6 employee who devotes less than 10 percent of his 
time thereto. 

Prior to September 4, 1953, if it appeared that an employee inven- 
tion was a matter of public interest, the matter was referred to the 
Civil Division of the Department of Justice. Since that time the 
Department of the Army has processed such employees’ patent appli- 
cations pursuant to the provisions of 31 U.S.C. 686.? 


2. Performance statistics 


The Veterans’ Administration has caused the Government to take 
title to two patents developed by employees, one of which covers 4 
blood oxygenator.’ 

Patent applications have been filed at Government expense in cases 
in which the inventions were made by VA employees or arose out of 
VA programs. The Government obtained a royalty-free license for 
use and manufacture for governmental purposes in all of these cases 
except the two noted above. 


| 


} 


| 


that the Government may perform services for 
each other. 
U.S. Patent No. 2833279. 
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ted | fosic Patent applications filed for the VA at Government expense 
213 In case of employee | Under research contract 
Year filed Total 
r6. cases filed 
By Justice} Other | By Justice} Other 
10r- 
} 1937-1941. .------------------------- 
15 6 21 
i 
‘he 5 44 16 73 
Ts, 
- B. POLICY AS TO RETENTION OF TITLE 
of The Veterans’ Administration, after initiating its prosthetic re- 


Ci search program, concluded that “publication of results would not 
is protect the interests of disabled persons as effectively as patents 
would, if the patents are properly controlled.” * The VA believes 
wi that with mere publication outsiders could still obtain patents on 
he __ these inventions, but that their chances would be much less if patent 
he _ applications were filed in the first instance by either the VA or the 
li. | contractor. Under present VA policy, the results of all research are 


ublished and where an invention is made which is the product of 

A expenditure a patent application is filed. However, as noted 
te _— above, VA itself has taken title to the patent in only two instances. 
a 


1. Employees 
The determination of invention rights as between the Government 
% and the employee is made by the General Counsel of the VA. The 
f VA has left title to the invention in the employee in all instances 
‘i but two, retaining for the Government a.nonexclusive, irrevocable, 
% royalty-free license in the invention for all governmental purposes. 
These decisions have been subject to the approval of the Chaban 
of the Government Patents Board. 
: An employee may file simultaneously for an incentive award for 
his invention under the Federal departments and agencies incentive 
award program authorized by title 5 United States Code, sections 
2121-2123. This action by the employee does not affect his right to 
a patent, nor does the filing of a patent application affect his filing 
\ for an incentive award. 


2. Contractors and Grantees 


The Veterans’ Administration treats the rights to patents as a 
matter for negotiation between the parties to’ a research grant or 
contract. Usually these contracts provide that inventions and patents 

; are the property of the contractor or grantee subject to a nonexclusive, 
revocable, royalty-free license to the Government for the use and 


} ‘ Letter of Oct. 10, 1958, supra. 
'See Executive Order 10096, dated Jan. 23, 1950. 
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manufacture of the invention for governmental purposes. The V 


in addition, usually acquire the right to reproduce and disclose iat 
nical information, designs, drawings, reports, and data pertaining to — 


the invention. 
The Veterans’ Administration originally drafted a “short form’ ang 


later a “long form”’ patent clause to be used in its research contracts, ‘, 


Under the “short form” clause the Government retains all fore; 

and domestic rights to inventions and the VA’s contracting officgr 
determines whethi patents should be applied for. The VA at present 
has 10 contracts still in effect containing the “short form’? or the 
“modified short form’’* clauses. Six contracts containing the “short 
form,” “modified short form A’’® and the ‘Modified short for 
B’’° clauses have terminated. The “modified short form A” ang 
“modified short form B’’ clauses are essentially identical to the “short 
form” clause except that both of these ‘‘modified”’ forms state that the 
contractor is relieved from any obligation of prior art searches, the 
preparation, filing, and prosecution of patent applications, deter. 
mination of questions of novelty, patentability, and inventorship, 
The ‘‘modified short form A” also states that the contractors are not 
responsible to the Government for any default caused by an employee 
directly engaged in the contract work who breaches an agreement with 
the contractor to execute all documents and other required dutieg 
necessary to fulfill the contract. The “modified short form” patent 


| 


contract clause states that whenever any patentable invention is made — 


by the contractor or its employees in the course of the contract, the 
VA contracting officer has the sole power to determine whether or not 
@ patent application shall be filed, and to determine the disposition of 
the title to and the rights under any application or patent that may 
result. Although contracts containing the “short form” and the 
various ‘modified short forms” patent clauses have been in use since 
World War II, the Veterans’ Administration has yet to file any patent 
applications for inventions resulting from these research contracts. 
he “short form” patent clause in contracts for the development of 
prosthetic devices was originally prepared by the Judge Advocate 


General’s Office of the Department of the Army at the request of the — 


then Secretary, Robert Patterson, in order to aid civilian employees 
injured in war plants as well as injured servicemen. For this purpose 
it was deemed necessary that the Government retain title to the in- 
vention and whatever other rights that would be the result of the 


\ 


contract. However, the VA has never insisted that the ‘“‘short form” — 


be inserted in its contracts. 

Under the terms of the “long form” patent clause, if the contractor 
chooses to apply for a patent, the Government only retains for its 
own use a nonexclusive, irrevocable, royalty-free license to the in- 
vention in the United States and the right to file for foreign atents. 
If the contractor does not wish to apply for a patent then the Govern- 
ment may. Although the contractor obtains title to the invention 
under this clause he may not grant licenses without the permission of 
the Veterans’ Administration and is obligated to grant royalty-free 
licenses to whosoever is designated by the Veterans’ Administration. 
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At present the Veterans’ Administration has seven contracts still in 
effect and seven terminated contracts containing the “long form”’ 
t clause. 

Pathe so-called “‘modified long form’’" patent clause provides that 
the invention shall be the property of the Government but that the 
contracting officer may designate the form in which title shall be held. 
At the present time the VA has only one contract outstanding con- 
taining this clause. It also had one contract with a patent clause 
that the Veterans’ Administration has designated as a ‘“‘special form’’,! 
where the Government had no right to title. 

The VA also contracts to pay the contractor the costs that are 
required to file for and prosecute an application for a patent even 
though the contractor will have title and the Government merely 
license rights. The Veterans’ Administration reviewed 22 patents 
which were obtained from 1946 through 1952 as a result of the VA’s 
contracting program and found the approximate average cost for each 
patent was $402. 

C. FOREIGN FILING 


Regulation 652(b) '* of the Veterans’ Administration recites that 
part of Executive Order 9865 which states: ‘‘All Government depart- 
ments and agencies shall, whenever practicable, acquire the right to 
file foreign patent applications on inventions resulting from research 
conducted or financed by the Government * * *.”” The VA has 
informed the subcommittee in a letter dated January 13, 1958, that 
under the provisions of Presidential Executive Order 9865 “appli- 
cations for foreign atents did not appear to be practicable under the 
circumstances.” No funds have been appropriated for this purpose. 
The Veterans’ Administration has therefore never made application 
for patents in foreign countries. 


1. Employees 

Veterans’ Administration has no information as to foreign applica- 
tions on patents owned by employees. It regards as impracticable 
the reservation of power to grant licenses for governmental purposes 
under employee’s foreign patents provided for in regulation 652(b). 


2. Contractors and grantees 
The Veterans’ Administration has no information as to whether 


any of its contractors have filed for foreign patents on inventions 
developed under VA research contracts. 


D. USE BY PARTIES RETAINING TITLE 


1. Employees and contractors 

The Veterans’ Administration has no complete records indicatin 
usage by veterans or by the general public of the inventions produce 
by its research. These include prosthetic and orthopedic appliances, 
and sensory devices, as well as newly discovered or improved fitting 
principles, which are of public importance but no effort is made to 
maintain complete records of specific applications of these devices. 
The Veterans’ Administration, therefore, believes that its information 


4 See app. D, 
See app. E. 
" Veterans’ Administration Regulations 650-663, 38 C.F.R. 1.650-1.663. 
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and experience is too limited to afford a basis for determining thy | 
commercial value of the inventions developed by Veterans’ Adminis. 
tration funds. 

However, the Veterans’ Administration has knowledge that som, 
devices developed as a result of its research program are widely used, 
For example, Threewit, U.S. Patent No. 2493841, terminal connectioy 
for control cables, and Motis, U.S. Patent No. 2509445, entitle 
“Quick disconnect anchor-fitting for Bowden cables” are used on most 
of the present artificial arms. Other inventions, such as the two 
elbow locks patented as a result of the Northrop and Hosmer gy}. 
contracts (Fishbein, Nagy, and Threewit, U.S. Patent No. 2537338 
and Lambert, U.S. Patent No. 2573032, respectively), under the 
VA’s research program were widely used for a few years but have 
since been replaced by another invention, the Northrop model ¢. 
Threewit, covered by U.S. Patent No. 2637042. Another similar 
example is the Northrop rotary wrist for below-elbow amputees 
U.S. Patent No. 2457316, which was widely used for a few years. 
but has since been largely abandoned. 

The Veterans’ Administration has had developed under contract 
an experimental machine which will electronically scan printed mg. 
terial and transform the material into sound patterns for transmission, 
From this start, the VA presently has underway a program of contract 
research to provide various types of advanced reading machines of 
varying complexity for the blind. It is hoped that these devices will . 
be perfected and will allow the blind to read a sound impressions 
material in normal print including typewritten business correspond- 
ence. 

Although the VA has never used the power retained in its research — 
contracts to control licenses, the Veterans’ Administration and its 
advisory body, the Prosthetics Research Board of the National Acad- 
emy of Sciences—National Research Council, which serves also in a 
correlative fapecity to the Veterans’ Administration in an integrated 
program of research on artificial limbs and braces, ‘‘have always been 
satisfied that the results of the research program have in fact been — 
made available for all disabled persons at reasonable prices. Neither 
the scientific officer of the Veterans’ Administration’s Prosthetic and 
Sensory Aids Service nor his advisers have therefore ever suggested 
that it was necessary to invoke the right of the Veterans’ Administration 
to name licensees under the existing patents.”’ * |Kmphasis supplied.] 

No formal licenses have been issued for the use of any inventions 
= by the expenditure of VA funds since 1947. In 1947 formal 
icenses were issued under the inventions made by Northrup Aircraft 
and Hosmer Corp., then subcontractors to the National Academy of 
Sciences-National Research Council which in turn had a private 
contract with the Government. 

The following are the reasons advanced by VA for not requiring the 
issuance of formal licenses on the patents which they pian / 


For several reasons it has not appeared necessary in the 
opinion of the scientific officer or his advisers to issue formal 
licenses on their patents. Some patents relate to improve- 
ments of relatively limited application so that there is little 

4 Letter of Dec. 10, 1958, to Hon. Joseph C. O’ Maho: chairman, Subcommittee on Patents, Trade- 


ne 
marks, and Copyrights, Committee on the Judiciary, US. Senate, from William S. Middleton, Chie — 
Medical Director, Veterans’ Administration. 
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commercial jealousy in regard to their usefulness, although 
they may be potentially useful in future improvements and 
are valuable in building up the patent position of the Govern- 
ment. A major factor has been the growing tendency of 
individual limb manufacturers to buy prefabricated com- 
ponents from one or from a very few central manufacturers 
articularly in the case of some of the more complex and 
sophisticated devices arising from the artificial limb program. 
- Therefore, individual licenses to large numbers of limb 
- manufacturers have not been deemed necessary as might have 
been the case in former days when each limb facility made 
practically the entire limb on its own premises. other 
major factor has been the growing professional — among 
the limb manufacturers, in pleasant contrast to the situation 
at the end of World War II. The Orthopedic Appliance 
& Limb Manufacturers Association and the American 
Board for Certification have been very cooperative with the 
research program of the Veterans’ Administration, and in 
fact practically every director of the American Board for 
Certification has been closely associated with the research 
program. A code of ethics was adopted by the Orthopedic 
Applicance & Limb Manufacturers Association under the 
sponsorship of the Federal Trade Commission in April 1946 
and was adopted by the American Board for Certification 
in August 1948. Item 19 in the Code of Unfair Trade 
Practices is particularly pertinent: 

“(19) To fail to recognize that the interest of the amputee 
and the handicapped is the first concern of this craft and 
therefore any failure to make available to all of its mem- 
bers and the general public any improved technique that 
may be used as to making, fitting, alining or servicing of 
industry products shall be an unfair trade practice.” % 


The Veterans’ Administration makes available to the various pros- 
thetic educational centers the latest techniques for using the specific 
components and devices resulting from the Veterans’ Administration 

gram. Reports, reprints of significant papers, pamphlets, and other 
informational publications are also made available. 

No contractor has ever requested authority from VA to issue a 
license. VA states that because of the limited market for its inven- 
tions the major problem has sometimes been to interest a reliable 
manufacturer in making the devices in question. Normally, while a 
device is still being developed and evaluated, the Veterans’ Adminis- 
tration attempts to arrange for production engineering of the inven- 
tor’s model and for the manufacture of a limited number (10 to 100) 
of test models for evaluation on a larger scale. The engineering 
services and models are obtain) «ter an informal canvass, with the 
cooperation of the Orthoped:«: Ay-;':ance & Limb Manufacturers Asso- 
ciation, of firms likely to be «uaifie? and interested. In many cases 
only a few firms show an ii:**ss* in building the best models. It 
normally develops that late: prodxc:ion of a further improved model 
is undertaken by the same firm which. but the test models. 


4 Supra, note 14, 
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2. Government 


Title to the patent previously referred to as covering a blog 
oxygenator is held by the Secretary of the Army. The inventi, 
was made by Dr. Frank Gollan, an employee of the Veterans’ Admin. | 
istration at its hospital in Nashville, Tenn. The patent was granted _ 
on May 6, 1958, as U.S. Patent No. 2833279 and is presently used ip _ 
a number of VA hospitals. Title was taken by the Government jy 
this instance because the invention was made in the course of research 
activity to which Dr. Gollan had been assigned. There have beg, 
no requests for licenses under this patent and it has not yet been used 
commercially. 

The other employee patent previously~referred to relates to 4 
synthetic blood plasma extender and is assigned to the Administrator | 
of Veterans’ Affairs. This patent, U.S. Patent No. 2866783, was. 
granted on December 30, 1958, to Dr. Max Bovanick. The invention | 
was assigned to the United States at the request of the employee who , 
did not develop this invention in the course of his omigusl! duties, 


III. Acency VIEWPOINT 
A. JUDGMENT AS TO EFFECTIVENESS OF PRESENT POLICY | 


The Veterans’ Administration states”* that it “knows of no instance 
in which different policies might have proven useful to the Govera. 
ment or in the public interest” and that “the present patent poli 
seems to be conducive to the effective discharge of agency responsi- 
bilities.” 

B. RECOMMENDATIONS AS TO FUTURE POLICY 


None were offered. 


% Letter to Hon. Joseph OC. O’Mahoney, chairman, Senate Judiciary’s Subcommittee on ry 
a Copyrights from Guy H. Birdsall, General Counsel, Veterans’ Administration, dated January 
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blood APPENDIX 
ention 
| SHort Form Patent CiausE 
ent in agricuz 7. Patent Provisions. The Government shall be entitled 
to all rights to discoveries or inventions, made, produced, or developed 
Bring, in the performance of this contract, and the Contractor agrees to assign 
weet or cause to be assigned to the Government any discovery or invention 
to _ gubject to patent or copyright made, produced, or developed by the 
' *' Contractor or its officers and employees in the course of the subject 
pi - work, together with all rights to patents or copyrights, domestic and 
a - foreign, which may be obtained or obtainable in respect to any such 
i ri discovery or invention; and the Contractor further agrees to execute 
ty ' and deliver or cause to be executed and delivered to the Contracting 
. Officer or his designee such instruments of assignment and other docu- 
' ments as the Contracting Officer or his designee deems necessary to 
yest in the Government all rights to such discoveries or inventions, 
_ patents, or sopynehte. The Contractor shall include the provisions 
of this Article in al contracts of employment with persons who perform 
tance any part of the subject work. 
vera- 
oliey List of contractors using this clause 
Haskins Laboratories, V1005 M-1254 
Houston Speech and Hearing Center.._.........----- V1005 M-1239 
Massachusetts General V1001 M-1766 
H. A. Mauch Research & Development Laboratory_._._. Y1005M—1412 
National Academy of Sciences___...--......--------- VAm-21223 
Trade. San Francisco Hearing and Speech Center___...._.__- V1005M-1099 
january University of Southern V1005M-458 
Inactive: 
Battelle Memorial V1005M-1261 
Central institute for the V1001 M-577 
H. A. Mauch Research & Development Laboratory_... V1005M-1410 


SHort Form Patent Ciavuse A 


Articte 7. Patent Provisions. The Government shall be entitled to 
all rights to discoveries or inventions, made, produced, or developed 
in the performance of this contract, and the Contractor agrees to 
assign or cause to be assigned to the Government any discovery or 
invention subject to patent or copyright made, produced, or developed 
by the Contractor or its officers aan employees in the course of the 
subject work, together with all rights to patents or copyrights, 
domestic and foreign, which may be obtained or obtainable in respect 
to any such discovery or invention; and the Contractor further agrees 
to execute and deliver or cause to be executed and delivered to the 
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Contracting Officer or his designee such instruments of assignment api 
other documents as the Contracting Officer or his designee degm, 
necessary to vest in the Government all rights to such discoveries 9’ 
inventions, Pe: or copyrights. The Contractor shall include ¢}, 
provisions of this Article in all contracts of employment with perso, 
who perform any part of the subject work. 

If the Contractor shall secure from each employee directly e 
in the subject work of this contract a written agreement to execu 
all documents and do all things necessary or proper to carry out thy 
judgment of the Contracting cer, the Contractor shall not be x 
sponsible to the Government for any default under this section ¢, 
its part which is caused by the non-performance under such agreeme; 
by such employee. 

It is agreed that the making of prior art searches, the preparation 
filing, and prosecution of patent applications, the determination ¢ 

uestions of novelty, patentability and inventorship, as well as‘othy 
unctions of a patent attorney are excluded from the duties of th. 
Contractor. 
List of contractors using this clause 


Inactive: Columbia V1001M-~3376 


SHort Form Patent B 


ArticLe 7. Patent Provisions. The Government shall be entitly 
to all rights to discoveries or inventions, made, produced, or developed. 
in the performance of this contract, and the Contractor agrees: 
assign or cause to be assigned to the Government any discovery 4 
invention subject to patent or copyright made, produced, or developed, 
by the Contractor or its officers a employees in the course of the 
subject work, together with all rights to patents or copyrights, domestic 
and foreign, which may be obtained or obtainable in respect to any 
such discovery or invention; and the Contractor further agrees to 
execute and or cause to be executed and delivered the 
Contracting Officer or his designee such instruments of assignment 
and other documents as the Contracting Officer or his designee deems 
necessary to vest in the Government all rights to such discoveries @ 
inventions, patents, or copyrights. The Contractor shall induk 
the provisions of this Article in all contracts of employment with 
persons who perform any part of the subject work. It is understood 
that the prosecution oF patent applications, the determination @, 

uestions of novelty, patentability, prior art researches and inventor 
ship, as well as other functions of the patent attorney are excluded 
from the duties of the Contractor. na 


List of contractors using this clause TY 
Inactive: University of V1001 M-2846 
MoprFiep SHort Form Patent CLause 

Articie 7. Patent Provisions. Whenever any patentable discover 
or invention is made by the Contractor or its ef ba in the count 
of the Subject Work, the Contracting Officer shall have the sole powe 
to determine whether or not a patent application shall be filed, and 
determine the disposition of the title to and the rights under any 

10 
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application or patent that may result. The judgment of the Contract- 
ing Officer on such matters shall be accepted as final, and the Con- 
tractor, for itself and for its employees, agrees that the inventor or 
inventors shall execute all documents and do all things ne or 

oper to carry out the judgment of the Contracting Officer. The 
Pontractor shall include the provisions of this Article in all contracts 
of employment with persons who do any part of the subject work. 


List of contractors using this clause 
Active; National Academy of Sciences V1005M-1914 


Lone Form Patent 
(Revised January 25, 1952) 


Articty 7. Patent Provisions. (a) Where used in this Article and 
not elsewhere in this contract, the expression ‘‘Subject Invention” 
means any invention, improvement and discovery (whether or not 
patentable or subject to copyright) conceived or first actually reduced 
to practice (1) in the performance of this contract, including any sub- 
contract hereunder except subcontracts for standard commercial 
items or subcontracts which do not involve either research or develop- 
ment (including engineering which amounts to either research or 
development) beyond that normally incident to the performance of 
— contract for the class of item involved, or (ii) in the perform- 
ance of any research or development work relating to the subject 
matter hereof which was done upon the understanding that this con- 
tract. or any subcontract hereunder would be awarded; the expression 
“Technical Personnel’? means any person employed by or working 
under the direction of this contractor or any subcontractor hereunder 
who, by reason of the nature of his duties in connection with the per- 
formance of this contract, or any subcontract hereunder would reason- 
ably be expected to make inventions; the expression ‘‘Contractor’s 
Patent Rights” means all patents and applications for patent, under 
which Contractor now has or may h ter prior to final settlement 
acquire the right (without obligation to make payment to others) to 

t the license hereinafter set forth, to the extent that they are 
oe upon the disclosure of inventions (other than a Subject Inven- 
tion) which relate to or are useful in connection with the manufacture 
or use of the subject matter of this Contract; and the terms “‘subcon- 
tract” and “subcontractor”? mean any subcontract or subcontractor 
of the contractor, and any lower-tier subcontract or subcontractor 
under this contract. 

(b) Contractor agrees to and does hereby grant to the Government 
an irrevocable, nonexclusive, nontransferable and royalty-free license 
to practice, and cause to be practiced for the Government, throughout 
the world, (i) each Subject Invention in the manufacture, use, and 

tion according to law of any article or material, and the use of 

any method; provided, however, that as respects any Subject Inven- 
tion made by Technical Personnel employed by or under contract with 
the Contractor prior to the date of this contract whom Contractor 
has in pore faith endeavored to being under agreement to pass, or 
ving Contractor the right to pass, to the Government the rights 
erein provided, and as respects any Subject Invention made by others 


11 


nt an/ 
deem 
Ties. 
de th, 
Xecute 
ut the 
be re. 
ion 0 
rati 
‘ond 
Other 
of the. 
76 
ntitled 
eloped 
ery 
mestic 
to any 
ees to 
to th 
nment 
deems 
ries 
nelude 
t with, 
rstoo 
ion 
‘enter: 
cover 
COUT 
t0 | 


724 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


Invention in ses ore the said license and other rights her. 
inafter provided shall be to the extent of Contractor’s right to gran 
the same; and provided, further, that with respect to any subcontrag 
hereunder, Subcontractor’s obligations under this article will be dis 
charged upon its including in such subcontract @ patent right or 
right article not less favorable to the Government than as herein 
vided; and (ii) each invention covered by Subcontractor’s Patent Rights 
in the manufacture, use, and disposition according to law of any an 
all discoveries, inventions, devices, and parts thereof of the type made | 
or developed in the performance of this contract or any subcontrag 
hereunder, and any modification or improvement thereof, but accepy. 
ance or exercise of said license shall not estop the Government at ap 
time to contest the enforceability, validity, or scope of, or the title to, 
any patent or copyright so licensed. 

(c) In consideration of the premises, the nature of the subjec 
matter, and the payments indirectly made by the Government unde | 
this contract, Contractor agrees to grant to any person, firm, or organ. 
ization designated by the Administrator of Veterans Affairs, or th 
duly authorized representative of the Administrator, a nonexclusive, 
nontransferable, royalty-free license, revocable upon like designation 
of the Administrator, to practice and cause to be 2 pees = the Subject. 
Inventions and inventions under Contractor’s Patent Rights for the. 
manufacture of devices of the type or related to subject invention 
ove Poe for the Government, and to grant no other license or license 
therefor. 

(d) Contractor agrees (i) to deliver to the Contracting Officer, or 
his designee, promptly and in any event prior to final settlement, » 
complete written disclosure of each Subject Invention which reason. 
ar appears to be patentable or subject to copyright and, as to each 
such invention, to exert its best efforts to effect such delivery within 
six months after first publication, public use or sale; (ii) to designate, 
at the time of such delivery, whether or not said invention has been or 
will be claimed in a patent or copyright application, and to file o 
cause to be filed in due form and time an application covering each 
such invention affirmatively so designated; (iii) to furnish to the 
Contracting Officer or his designee, on request, copies of an irrevocable | 
power of attorney to inspect and make copies of each patent or copy: 
right application filed by or on behalf of the Contractor covering any 
Subject Invention; (iv) to deliver to the Contracting Officer or hu , 
designee, duly executed, such instruments of assignment, application 
— and rightful oaths, prepared by the Government, as the 

ontracting cer or his designee deems necessary to vest in the 
Government (but, as hereinabove provided, only to the extent di 
Contractor’s right to do so) the sole and exclusive ownership in, and 
the right to apply for and prosecute patent or copyright application — 
covering each Sibject Invention which Contractor does not 
tively designate as aforesaid (subject, however, to the reservation o 
a nonexclusive and royalty-free license thereunder to Contractor 
which license shall be assignable to the successor of that part af 
Contractor’s business to which it pertains); and (v) to deliver to the 
Contracting Officer or his designee, duly executed, such instruments 


than Technical Personnel, and as respects the practice of any Subjec, 


of license, prepared by the Government, confirmatory of any licens 
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rights herein agreed to be granted to the Government, as the Con- 
tracting Officer or his designee may require. 

(e) Contractor — to and does hereby grant to the Government, 
to the full extent of Contractor’s right to do so, the right to reproduce 
use and disclose for any purpose in furtherance of the development of 
subject invention or any invention or device in the same field all or 
any part of the + me a blueprints, data and technical 
information to be delivered by Subcontractors to the Contractor and 
the Government under this contract; provided, however, that nothing 
contained in this sentence shall be deemed to grant a license under 
any patent or copyright now or hereafter issued. : : 

(f) Anything in this Article to the contrary notwithstanding, the 
Government shall have, and the Contractor does hereby grant to the 
Government, the right to file foreign patent or copyright applications 
on inventions resulting from research conducted or work performed 
under this contract. 


List of contractors using this clause 


Northwestern University ; V1005M-1079 
Inactive: 
Alderson Research Laboratories, Inc. V1001 M-3123 
Board of Trustees of the Leland Stanford, Jr., Univer- V1005M-716 
sity. 
University of Michigan.........-------------------- V1001M-529 


Moptiriep Lone Form Patent CLavsE 


2. Article 7. Patent Provisions is hereby amended to read as follows: 

“(a) Where used in this Article and not elsewhere in this contract, 
the expression “Subject Invention”? means each invention, improve- 
ment and discovery (whether or not patentable or subject to copy- 
right) conceived or first reduced to practice (i) in the performance of 
this contract, including any subcontract hereunder except subcon- 
tracts for standard commercial items or subcontracts which do not 
involve either research or development (including engineering which 
amounts to either research or development) beyond that normally 
incident to the performance of a supply subcontract for the class of 
item involved, or (ii) in the performance of any research or develop- 
ment work relating to the subject-matter areth which was done upon 
the sepeewere that this contract or any subcontract hereunder 
would be awarded (unless disclosed), in a patent or copyright applica- 
tion filed prior to the commencement of such performance): the 
expression “Technical Personnel’? means each person employed by 
or working under the direction of Contractor or any subcontractor 
hereunder who, by reason of the nature of his duties in connection 
with the performance of this contract, or any subcontract hereunder, 
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| 


would reasonably be expected to make inventions; and the expression _ 
“Contractor’s Patent Rights” means all patents and applications fg 

patent or copyright, under which Contractor now has or may hereafte | 
acquire the right to grant a license, to the extent that they are based _ 
upon the disclosure of inventions other than a Subject Invention, 


“(b) Each Subject Invention made by Technical Personnel 
y nnel and, 


extent of Contractor’s assignable rights therein, each Subjeos 
Invention made by other than Technical Personnel, shall be the solg 
and exclusive. 9% the Government,and the Contracting Office 
or his designee shall have sole power to determine to whom, andi ' 
what manner and form, consistent with law, title thereto shall be 
assigned and patent and copyright protection therefor shall be ob. 
tained in any country; gronded, however, (i) that as respects any 
Subject Invention made by Technical Personnel employed by 
under contract with the Contractor prior to the date of this contrag; 
whom Contractor has in good faith endeavored to. bring under agree. 
ment to pass, or giving Contractor the right to pass, to the Govern. | 
ment the rights herein provided the foregoing and other rights herein. 
after provided shall be to the extent of Contractor’s right to assign @ 
oe the same; (ii) that nothing contained in this sentence shall be | 
eemed to grant a license under Contractor’s Patent Rights; and 
(ii) that with respect to any subcontract hereunder, Contractor’ | 
obligations under this article will be discharged upon its including in 
such subcontract a patent right or copyright article not less favorable | 
to the Government than as herein rovided. a} 
““(e) Contractor ees (i) to deliver to the Contracting Officer or 
his designee, promptly and in any event prior to final settlement, s 
complete written disclosure of each Subject Invention which reason- 
ably appears to be patentable or subject to copyright and, as to each 
such invention, to exert its best efforts to effect such delivery within - 
six months after first publication, public use or sale; and (ii) to deliver 
to the Contracting cer or his designee, duly executed, such instra- 
ments of assignment, application papers and rightful oaths, relating 
to each Subject Invention title to which is to be assigned pursuant | 
to this contract, as the Contracting Officer or his designee may require _ 
in order to enable patent or copyright applications therefor to be filed 
and prosecuted, and title to such applications to be assigned and | 
recorded, in any country. 
“(d) Contractor agrees to and does hereby grant to the Govem- 
ment, to the full extent of Contractor’s right to do so, the right t ; 
reproduce, use and disclose for any governmental purpose all or any 
part of the reports, drawings, blueprints, data and technical informs. | 
tion to be delivered by Contractor to the Government under this 
contract; provided, however, that nothing contained in this sentence 
shall be deemed to grant a license under any patent or copyright now 
or hereafter issued. i! 
“(e) Anything in this Article to the contrary notwithstanding, the , 
Government shall have, and the Contractor does hereby grant to the 
Government, the right to file foreign patent or copyright applications — 
on inventions resulting from research conducted or work performed 
under this contract.”’ a | 
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‘List of contractors using this cla*ise 
Active: University of VAm-23110 


SpeciaL Form Patent CLAvusE 


Articué 7(a). Patent Provisions. (1) Where used in this Article, 
but not elsewhere in this contract, the expression “subcontract 
hereunder” means any subcontracts hereunder including the contract 
between Contractor and Samuel Alderson dated May 24, 1946. The 

ions “subcontractors hereunder”: and ‘Technical Personnel” 
include said Alderson as well as other persons. The expression 
“Subject Invention” means any invention, improvement or discovery 
(whether or not patentable) conceived or first actually reduced to 
tice (i) in the performance of this contract, including any sub- 
contract hereunder “me subcontracts for standard commercial items, 
or subcontracts which do not involve either research or development 
beyond that normally incident to the performance of a supply contract 
for the close of item involved, (but ee aaa which amounts to 
research or development is not within this exception), or (ii) in the 
ormance of any research or development work relating to the 
subject matter hereof which was done upon the sindecehnalie that 
this contract or any subcontract hereunder would be awarded, or 

(iii) in the performance of research or development work on Con- 
tractor’s artificial arm project subsequent to October 15, 1945, but 
without prejudice to the Government’s titles or rights, if any, in 
respect to the subject matter for any period prior to June 30, 1947 
(date of expiration of Government contracts prior to Veterans Admin- 
istration contracts). The expression “Technical Personnel’ means 

ns employed by or working under the direction of this Contractor, 
all Subcontractors, and persons employed by or working under the 
direction of any Subcontractor, hereunder who, by reason of the nature 
of his duties in connection with the performance of this contract, or 
any subcontract hereunder, would reasonably be expected to make 
inventions. The expression ‘‘Contractor’s Patent Rights” means all 
eo and applications for patent, under which Contractor and/or 
echnical personnel now have or may hereafter, prior to final settle- 
ment, acquire the right (without obligation to make payment to others) 
to grant the license hereinafter set forth to the extent that they are 
based upon the disclosure of inventions, (whether or not it is a subject 
invention), which relate to the manufacture or use of the subject 
matter of this contract. 

(2) Contractor agrees to and does hereby grant to the Government 
an irrevocable, nonexclusive, nontransferable and royalty-free license 
to practice, and cause to be practiced or manufactured for the Gov- 
ernment, throughout the world, each Subject Invention in the manu- 
facture, use and disposition according to law of any article or material, 
and the use of any method; but acceptance or exercise of said license 
shall not prevent the Government at any time from contesting the 
enforceability, validity or scope of, or the title to, any patent so 
licensed. Contractor further agrees to include in any subcontract 
hereunder, including that to Alderson, as well as in any contract of 
employment hereunder, a requirement for the grant by such subcon- 
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tractor or employee of a like license to the Government by such gyb. 
contractor or employee. 

(3) Contractor agrees (i) to deliver to the Contracting Officer, q 
his designee, promptly and in any event prior to final settlemen | 
under this contract, a complete written disclosure of each Subject 
Invention which reasonably appears to the Scientific Officer to by 
patentable and, as to each such invention, to exert its best efforts 
effect such delivery within six (6) months after first publication | 
public use or sale; (ii) to designate, at the time of such delivery 
whether or not said invention has been or will be claimed in a patent’ 
application, and to file or cause to be filed in due form and time ap 
application covering each such invention; (iii) to furnish to the 

ntracting Officer or his designee, on request, irrevocable authority 
to ogre and make copies of each patent application filed by or op 
behalf of the Contractor, any subcontractor or employee of either the. 
Contractor or any subcontractor, phen Sag Subject Inventions: 
(iv) to deliver to the Contracting Officer or his designee, duly executed, 
such instruments of license, prepared by the Government as the 
Contracting Officer or his designee may require, confirmatory of the 
license rights herein agreed ihe granted to the Government. 

(4) Contractor agrees for itself, to grant to the Government, and 
to include in any subcontract or employment contract a provision re. | 

uiring such subcontractor or employee to execute similar grants, the 
right to reproduce, use, and disclose for any governmental purpose all | 
or any part of the reports, drawings, blueprints, data, pol technical 
information available under this contract. 

ARTICLE 7(b). Grants. Samuel Alderson hereby grants to the Goy- 
ernment an irrevocable, nonexclusive, nontransferable and royalty. 
free license to practice and cause to be practiced or manufactured for 
the Government, throughout the world, as to each subject invention 
(defined in Article 7 as amended hereby of Contract 1001M-2195 | 
between the Government and IBM) patented by or for the said 
Alderson, or discovered by the said Alderson subsequent to October 
15, 1945, without prejudice to any existing rights of the Government 
under any prior Government Contracts in this field; and agrees that 
the contract between Alderson and Contractor dated May 24, 1946, 
and effective October 15, 1945, shall be deemed a subcontract unde 
said Contract V1001M-2195 from and after this date and during any | 


extension thereof including this agreement. 
List of contractors using this clause 
Inactive: International Business Machines Corporation.... V1001M-2195. 
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FOREWORD 


This report was prepared by Herschel Clesner of the subcommittee 
staff, under the supervision of Robert L. Wright, chief counsel of the 
Subcommittee on Patents, Trademarks, and Copyrights, as part of 
the subcommittee’s study of the United States patent system, con- 
ducted pursuant to Senate Resolution 236 of the 85th Congress, 
Qdsession. It is the first of a series that will describe the current prac- 
tices of each of the agencies of the Federal Government engaged in 
activities which may result in the ownership of patents by the Govern- 
ment or patent licenses to the Government from employees, contrac- 
tors or grantees. 

This series of reports is based upon material assembled by the sub- 
committee in response to inquiries first directed to a number of 
Government agencies in the summer of 1957. The object of these 
inquiries was to determine how these agencies were discharging their 
responsibilities with respect to inventions in which the Government 

a substantial financial interest, as the result of its expenditures for 
scientific research and development. No such inquiry had been made 
since the investigation which culminated in the Attorney General’s 
report and recommendations with respect to Government patent prac- 
tices and policies, published in 1947. The subcommittee’s inquiries 
were therefore mainly designed to show the extent to which Govern- 
ment agencies have followed or disregarded the recommendations of 
that report and the reasons underlying the policies presently followed 
by these agencies. During the past 10 years there has been a tre- 
mendous expansion in Government research and development which 
has given the problem of what the Government should do with inven- 
tions produced by its research even greater importance today than it 
had in 1947. 

The 1947 report was the product of a comprehensive investigation 
by the Department of Justice, of the practices of government agen- 
cies with respect to inventions made by their employees and contrac- 
tors. The final recommendations of that report as to employee 
inventions resulted in the issuance in 1950 of Executive Order 10096, 
which was intended to provide a uniform patent policy for the Gov- 
ernment with respect to inventions made by Government employees. 
The report had recommended the institution of a similar uniform 

licy with respect to inventions made by Government contractors 

ut this recommendation resulted in no executive or legislative action. 

The 1947 report recommended as to research contracts and grants 
that the Government should take title to all inventions produced in 
the performance of the contract except in special cases approved by a 
Government Patents Administrator and the head of the agency in- 
volved. In these exceptional instances the Government was to 
receive an irrevocable, royalty-free, nonexclusive license and if the 
contractor failed to place the invention in adequate commercial use 
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within a designated period he was to offer nonexclusive licenses a, 
reasonable royalty to all applicants. No Government Paten, 
Administrator was created aint the Chairman of the Governmey 
Patents Board created by the 1950 Executive order was given no 
power over the disposition of inventions made by contractors » 


grantees. 

This 1950 order was intended to provide a uniform administration 
of employee inventions by having the Government take title whey 
the invention was made + de: working hours or with a substantia! 
Goverment contribution or where it bore a direct relation to or wa 
made in consequence of Government duties. In actual administratio, 
the order does not appear to have had that effect. 

The 1947 report also recommended that the Government acquiy 
foreign patent rights equivalent to those obtained from the Unite 
States, except where the agency head involved and the Governmeg; 
Patents Administrator found it desirable in the public interest t 
release such rights to the inventing employee or contractor. Exee. 
utive Order 9865 was issued in 1947 to activate this recommendation, 
and wes modified as to employee inventions by the 1950 order referred 
to above. In actual administration a policy of inaction with res 
to the acquisition of foreign rights appears to be presently in offer, 
in most government agencies. 

The 1947 report further recommended that all Government-owne 
inventions should be made available to the general public by royalty. 
free, nonexclusive licensing and that the proposed Government Patents 
Administrator should report periodically on the extent of use of such 
inventions. As noted above the proposed Government Patents Ad. 
ministrator was never created and the extent of the use of such 
inventions is still largely unknown. 

As will appear from the reports themselves, the policies followed 
by a number of agencies having research responsibilities vary widel 
in important respects and in some cases are diametrically op 
Since these variations are in part the result of varying statuto 
responsibilities, the subcommittee staff has first summarized in eac 
preliminary report the statutory provisions which control the patent 
activities of the agency in question. In each report this su 
will be followed by a summary of the agency’s own account of the way 
it is discharging its responsibility as to inventions and a further sum- 
mary of the agency’s own views as to whether its past policy has been 
successful and what its future policy ought to be. 

These preliminary reports are intended to provide only a summary 
of the facts and opinions provided by the agencies themselves 
Whether or not this data is adequate to determine whether a given 
agency is doing what Congress intended it to do is a matter reserved 
for future comment. The purpose of these preliminary studies i 
solely to give the Congress and the public an accurate summary of 
what the numerous Government agencies with patent responsibilities 
say they are doing with respect to governmentally financed inventions 

Although the patent operations of the Tennessee Valley Aun 
are unlike those of many other agencies, the format of this wpe 
be followed in subsequent reports in order that comparisons betweet 
the policies of all of the agencies covered may be easily made. Ih 
TVA report was prepared for publication first because this agency 8 
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one with lo experience in handling inventions and was able to pro- 
vide more i rmation with respect to the use of the inventions it has 
fnanced than most of the agencies involved in the subcommittee’s 


JosepH C. O’MaAHONEY, 
Chairman, Subcommittee on Patents, Trademarks and Copy- 
_ rights, Committee on the Judiciary, United States Senate. 


Janvary 2, 1959 
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PRELIMINARY REPORT AS TO THE PATENT PRACTICES OF 
THE TENNESSEE VALLEY AUTHORITY 


I. Lecat AUTHORITY As TO PATENTS 


The Tennessee Valley Authority is a public corporation with patent 
activities authorized and controlled by ~ some legislative provisions 
relating to research and development. These provisions are intended 
to aid the Corporation in carrying out its statutory functions of 
conserving and developing the resources of the Tennessee Valley 
region and developing improved fertilizer products and processes. 

ith respect to the fertilizer research and development program, the 
Corporation— 


is authorized to manufacture and sell fixed nitrogen, fertilizer, 
and fertilizer ingredients at Muscle Shoals by the employment 
of existing facilities, by modernizing existing plants, or by 
any other process or processes that in its judgment shall 
appear wise and profitable for the fixation of atmospheric 
nitrogen or the cheapening of the production of fertilizer 
(16 U. S. C. 831d (d))— 


* * * * 


and is also authorized— 


to establish, maintain, and operate laboratories and experi- 
mental plants, and to undertake experiments for the purpose 
of enabling the Corporation to furnish nitrogen products for 
military purposes, and mot and other fertilizer products 
for agricultural purposes in-the most economical manner and 
at the highest standard of efficiency (16 U. S. C. 831d (h)). 


The principal patent provisions read as follows: 


16 U.S.C. 831 d(i)—To ce the assistance and advice 
of any officer, agent, or employee of any executive depart- 
ment or of any independent office of the United States, to 
enable the Corporation the better to carry out its powers 
successfully, and as far as practicable shall utilize the serv- 
ices of such officers, agents, and employees, and the President 
shall, if in his opinion the public interest, service, or economy 
so require, direct that such assistance, advice, and service 
be rendered to the Corporation, and any individual that may 
be by the President directed to render such assistance, 
advice, and service shall be thereafter subject to the orders, 
rules, and regulations of the board: Provided, That any 
invention or discovery made by virtue of and incidental to 
such service by an employee of the Government of the 
United States serving i We this section, or by any employee 


1 


| 


738 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


of the Corporation, together with any peeete which may _ 
be granted thereon, sball be the sole and exclusive property 

of the Corporation, which is authorized to grant such licenses — 
thereunder as shall be authorized by the Board: Provided 
further, That the board may pay to such inventor such sum 
from the income from sale of licenses as it may deem proper, 


16 U. S. C. 831r—Patents; access to Patent Office and right 
to copy patents; compensation to patentees. 


The Corporation as an instrumentality and agency of the 

Government of the United States for the purpose of executing 
its constitutional powers shall have access to the Patent | 
Office of the United States for the purpose of studying, 
ascertaining, and copying all methods, formulae, and scien- 
tific information (not including access to pending applications 
for patents) necessary to cndble the Corporation to use and 
employ the most efficacious and economical yee for the 
peceeenen of fixed nitrogen, or any essential ingredient of 
ertilizer, or any method of improving and cheapening the 
production of iydroslonizic power, and any owner of a 
patent whose patent rights may have been thus in any wa 
copied, used, infringed, or employed by the exercise of this 
authority by the Corporation shall have as the exclusive 
remedy a cause of action against the Corporation to be 
instituted and prosecuted on the equity side of the appro- 
priate district court of the United States, for the recovery 
of reasonable compensation for such infringement. The 
Commissioner of Patents shall furnish to the Corporation, 
at its request and without payment of fees, copies of docu- 
ments on file in his office: Provided, That the benefits of 
this section shall not apply to any art, machine, method of 
manufacture, or composition of matter, discovered or in- 
vented by such employee during the time of his employment 
or service with the Porndration or with the Government 
of the United States. 


II. Present PRACTICE 


A. ADMINISTRATION 
1. Personnel 


The Corporation employs one patent attorney full time who reviews | 
inventions, prepares applications for patents and prosecutes them it 
the Patent Office. He further utilizes one-third of the time of 
clerk-stenographer. | 

The Corporation maintains a Patent Advisory Committee which 
is composed of the General Counsel who is Chairman, the Manager. 
of Chemical Engineering, Director of the Division of Agricultunl 
Relations, Director of the Division of Property and Supply, or ther 
designated representatives, and a representative of the Government, 
Relations and Economic staff, Office of General Manager. The pur | 
pose of this Patent Advisory Committee is to review the pate 
policies of TVA and make recommendations. “ae | 

Patent licenses granted by the TVA are handled by the division | 
where the invention developed as an incident of research and develop | 
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ment. The licenses are subject to approval by the Board of Directors 
of TVA as required by statute. 
@, Performance statistics 

The following is a breakdown by fiscal years of patents applied 


for, issued to, and owned by TVA: 


Patents 
Fiscal year Applica- 
tions filed Number 
Issued | Purchased | Expired | at year’s 
end 
20 3 0 23 
1938... 32 14 1 0 38 
25 14 1 0 53 
1940 17 17 0 0 70 
1941... 13 13 0 0 83 
1942... 20 8 1 0 92 
1943. 8 0 0 100 
1044. 5 6 0 0 106 
1945. 7 7 0 0 113 
6 3 0 0 116 
ee 4 1 0 0 117 
1948. 7 1 0 1 117 
7 2 0 0 119 
1950... 3 6 0 0 125 
9 7 0 2 130 
1952. ..-------------------------------- 3 7 0 0 137 
1953. ..--.----------------------------- 4 8 0 7 138 
2 2 0 12 128 
1955. .....----------------------------- 5 2 0 16 114 
1956... 6 7 0 15 106 
1957. 3 2 0 18 90 


In view of the large number of TVA patents about to expire as com- 
pared to its present rate of filing applications for patents, the TVA’s 
ownership of patents will apparently continue the decline indicated 
by this table Er the years 1953-57. This results from the fact that 
since 1942, TVA’s research and development has been confined essen- 
tially to the fertilizer field, with a corresponding decrease in the num- 
ber of patentable inventions. 


B. POLICY AS TO RETENTION OF TITLE 


1. By employees 

All employees of TVA, as a condition of employment, are required 
to disclose ail inventions, know-how, and technical information created 
during their employment regardless of the subject matter to which 
the inventions 94 or the circumstances under which each invention 
= — TVA then determines whether the inventor or TVA shall 

ve title. 

Prior to 1949 the TVA asserted ownership of all inventions made 
by its employees regardless of whether the invention was made in the 
course of the inventor’s employment. This policy was based on a legal 
interpretation of the language of title 16, United. States Code, section 
831d (i). However, provision was made for the granting of exclusive 
licenses to employee-inventors in those instances where TVA had no 
program in which it could use the invention. es 

‘ollowing reconsideration of the prior interpretation of title 16, 
United States Code, section 831d (i), the TVA Division of Law, 
concluded that TVA is required to assert title only to those inventions 
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made by TVA employees “by virtue of and incidental to” thei, 
services as employees. The TVA say revised its Policy and 
now allows title to inventions made by employees which are not “by | 
virtue of and incidental to” such services to remain in the inventg , 
Under this revised policy and the one previously in effect, TVA hg 
also to five employee-inventors royalty-free, exclusive licengs 
for the life of the respective patents, listed at page 23 of the appendir 

The revised policy also provides that TVA will permit emplomak | 
file their own patent applications concerning inventions made in th, 
course of their employment if TVA’s interest is insufficient to justify 
the expense of prosecuting its own applications or if TVA’s contriby. . 
tion to the invention is insufficient equitably to justify retention of 
‘complete ownership by TVA. However, in either instance, Ty, 
retains the right of royalty-free use by the Government. 

Executive Order 10096 promulgated on January 23, 1950, has had. 
little practical effect on the operation of TVA’s employee patent 
policy. By agreement with the original Chairman of the Goven. | 
ment Patents Board, TVA allowed the Chairman to review TVA’; 
determinations as to the ownership of inventions and of its decision; | 
to permit employee-inventors to file for their own patents. However 
a later Chairman of the Government Patents Board, upon review of 
title 16, United States Code, section 831d (i), decided that he had nm 
authority to review TVA’s decisions. Therefore, submission of al 
such decisions for his review has ceased. 

As noted above, the TVA has statutory authority to pay to any 
governmental employee-inventor whose petees has become the prop- 
erty of the TVA, any income from the “sale of licenses.” This 
provision has not been used because TVA licenses its inventions ons 
royalty-free basis and receives no income from them. 


2. By contractors and grantees 
The TVA has broad and specific powers to make contracts as pn- 
vided by title 16, United States Code, section 831 c (d) and title 16, 
United States Code, section 831 d (a)-(i). At present, however, 
there are no contracts outstanding for research and development work. 
The TVA also has the right to issue grants to nonprofit organizations, 
However, no regulations as to the issuance of such grants have yet 
been promulgated. Therefore, the TVA at present obtains all its 
patents through inventions created by governmental employees, _ 


C. FOREIGN FILING 


1. Employees’ patents 

The TVA makes no attempt to obtain foreign patent rights on its 
inventions, since these are developed for the conservation and more 
effective use of the resources of the Tennessee Valley 9 by the 
development of better fertilizers and improved methods for the pro 
duction and use of fertilizers. It has been the TVA’s position that no | 
situation has been presented in which its statutory purpose would be 
materially served by obtaining a foreign patent on a TVA invention. 


2. Contractors’ and grantees’ patents 


| 
As noted above, there are no contractors or grantees holding titl 
to TVA patents. 


| 
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D. USE OF PATENTS BY PARTIES RETAINING TITLE 


1, Employees ; 
No information has been supplied as to any patent owned by an 


employee. 
9. Contractors and grantees 

As noted above, there are no contractors or grantees holding title 
to patents developed by TVA. 


$. The, Government 
a. Directly. 

The TVA puts its patented inventions to use in its own manu- 
facturing operations and in experiments for the purpose of enabling 
others to produce nitrogen and other fertilizer products. By these 
patents TVA makes it possible for any National, State, district or 
county experimental station, farmer, and farm association to use any 
new form of fertilizer or process to manufacture fertilizers developed 
bythe TVA. 

The dissemination of technical information and know-how developed 
through TVA research and development work is accomplished through 
publications and by allowing industry representatives and others to 
visit and observe the TVA work at first hand. The TVA promptly 
establishes patent ownership of its inventions to avoid claims of 
invention by others and to preserve for the public the benefits of 
TVA’s research and development work which heve been financed by 
public funds. TVA also states that this step aids in establishing 

riority in invention in patent interferences and in some instances it 
is this ownership which enables the TVA to carry out new develop- 
ments to com Pick without substantial hindrance as to patent 
infringement claims. 

For example, the TVA did some developmental work and obtained 
a patent on a rotating electric furnace for the production of phosphorus 
and a license under this patent was granted to the American Agricul- 
tural Chemical Co. Electrokemisk, a Norwegian concern, brought 
an unsuccessful suit against the American Agricultural Chemical Co. 
for infringement of Electrokemisk’s patent on a rotating electric 
furnace. The TVA’s work in adaptation of the rotating electric 
furnace to the production of phosphorus and its ownership of a patent 
thereon sontributed substantially to the successful defense by the 
American Agricultural Chemical Co. The outcome of this suit placed 
TVA in a strong defensive position regarding its own use of the electric 
furnace and cleared the way for widespread use by American industry. 

Another example of adi protection is provided by TVA’s patent 
on a process for reacting ammonia and P.O; to produce a fertilizer 
material. Monsanto Chemical Co. has made application for a patent 
on a similar process and TVA’s patent is in interference with Mon- 
santo’s application. If the TVA establishes priority of the invention 
in the interference, its patent may protect TVA against suit for 
infringement in the event the process is carried to large-scale produc- 
tion as well as other possible users of the process. 

Although the TVA may use its patents to bring infringement suits 
against others, it has never done so and at present has never threatened 
anyone with such action. TVA has never been sued for patent 
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infringement although claims have been made against it for infring. 
ment have been settled. 

Title 16, United States Code, section 831 ¢ (f) and title 16, Unita 
States Code, section 831 d (i) give TVA the authority to purchas | 
sell or license its patents. In its early years the TVA purchased gj 
patents, but has purchased none since 1942. TVA has never sojj 


A has acquired no patent license from others which requir 
payment of a continuing royalty. On a few occasions TVA has paid 
a lump-sum royalty for a paid-up license to use a process or to instal] 
and use certain apparatus. The most recent transaction of thi 
nature was the payment in April 1957 of the sum of $7,500 to Armand | 
Bur of Cleveland, Ohio, in settlement of a claim of infringement unde 
United States Patent No. 2,533,090, covering a car dumper sampling 
apparatus for coal and for a paid up license to make and use th, 
apparatus in any TVA steam plant. 
b. Through licensees 

TVA’s present policy is to grant nonexclusive, royalty-free license; | 
upon all of its patents. It has summarized the reason for this policy , 
in the following statement: | 


Why TVA does not charge a royalty on its fertilizer patents. — 
Lad policy with respect to the licensing of its patents is as 
ollows: 

A license under any application for Letters Patent foran 
invention or under any patent acquired by TVA may be 
granted under terms and conditions applicable to each case, 
which always reserve the right of royalty-free use by and for 
TVA and the United States Goverfilment. An effort is made 
to secure wide use of TVA inventions. Generally licenses 
are nonexclusive; however, a license may be exclusive for a 
limited term and to the extent required to induce proper 
development of an invention or utilization of the invention 
in the interests of the TVA program. Licenses with ex- 
clusive features are granted on the basis of the relative 

ualifications of the prospective licensees to complete the 
davdiogtndat of the invention, to utilize it effectively in the 
interests of the TVA program, or to secure the widest public 
use of the invention. hen feasible, and when such data 
seem likely to be of value in developing the resources of the 
region, a licensee who is granted exclusive rights may be | 
required to supply economic and technical data obtained 
through the use of the licensed invention. Nonexclusive | 
licenses are granted free of royalty. 

The issuance of licenses on patented improvements in fer- 
tilizer technology is an important part of TVA’s program of 
improving, increasing, and cheapening the production of 
fertilizer as provided for in sections 5 and 11 of the TVA 
Act. TVA strives in this program to develop and to get 
into use by fertilizer producers, processes and apparatus | 
that will utilize to the fullest extent the raw fertilizer ma- 
terials in the country and will produce fertilizers of high 
concentration and utility at an economical price. The ulti- 
mate object of the program is to enable the farmers of the 
country to obtain higher quality fertilizers at cheaper prices 
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nge so that the soil resources of the Nation may be preserved 
and improved. 
ited It seems obvious that any royalty imposed by TVA on 
an | licensees under its fertilizer patents would be passed on to 
sir the consumers in higher prices. This would tend to nullify 
sold the statutory purpose of cheapening the price of fertilizer for 
| the farmers. Charging a royalty would also inevitably tend 
ines to limit the number of producers who would accept and 
Dad utilize the TVA developments. 
tal] It is TVA’s conclusion that making these licenses avail- 
this able on a nonexclusive, royalty-free basis, just as it makes 
and | available other technical information obtained from its re- 
der search and developmental work, results in the greatest 
ling acceptance and use of its developments and thus contrib- 
the utes most to the objectives of the program. The fact that 


through August 1958 a total of 155 such licenses have been 
arg for use in 159 plants dispersed throughout the 


Ses nited States seems to justify this conclusion. While these 
licy fertilizer producers that have obtained such licenses have 
| qadéubtedly received some financial benefit from the use 


of TVA-developed processes and apparatus, such benefit 
appears to be largely the result of the expanding use of 
fertilizers and thus the greater demand for the manufac- 
turers’ products, which the TVA program encourages. 
Besides decreasing the beneficial effects of the program on 
the farmers, charging a royalty has certain administrative 
disadvantages. In the first place, it is extremely difficult to 
determine a royalty thats fair to all producers. Moreover, 
charging a royalty would require TVA to police the licensees’ 
operations to see that proper accounting and payment of the 
royalty is made and to seek out and enjoin any infringement 
of the patents. It would also probably entail demonstration 
to a further degree of the commercial feasibility of processes 
and apparatus and consumer acceptance of the product; the 
establishment of a promotion or sales organization to get the 
inventions into use; and involvement of TVA in claims of 
infringement made by others. 
TVA’s experience in licensing patents bears out these 
objections. Several years ago (around 1940) a number of 
| atents relating to food processing were licensed on a royalty 
Sean. TVA found such agreements difficult and costly to 
administer and largely unproductive. The net result was 
that an insignificant return from the licenses was realized and, 
still worse, very little use was made of the inventions. Thus 
it appeared that the licensing procedures had helped defeat 
the very purpose for which the research and developmental 
work behind the inventions had been conducted—namely, 
better utilization and conservation of our resources. 


} _ The only exclusive license, other than the employee-inventor 
___ licenses referred to at page 4, oraerca as a means of inducing the 
commercial exploitation of one of TVA’s patents. This license, which 


was exclusive for 5 years, not exclusive thereafter, was ranted to the 

English Mica Co. and covered a patent on wet-ground mica. The 

__ Purpose of the exclusive provision was to enable the licensee to finance 
7 
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construction of a plant and complete development work n 

for commercial acceptance of the product. e license further pro. 
vided that at the end of the 5-year period the company should gy ply 
such technical and economic data obtained through the use of th 
process as might be requested by the TVA and if the company failed 
to use the process over any period of 12 consecutive months prior tg 
the expiration of the 5-year exclusive term, the TVA had the right 
to terminate the license. 


At the expiration of the exclusive license period to the English Mic, 
Co., another royalty-free license under this patent was granted to the | 
International Minerals & Chemical Corp., of Chicago, IIl., and the | 
English Mica Co. retained only a nonexclusive license. 

Prier to 1946 the TVA did not have an established policy as to the | 
terms on which patent licenses would be granted. The number of 
licenses granted was small and a they were nonexclusive _ 
They sometimes called for a royalty payment. However, as noted. 
above, the TVA decided that charging a royalty seemed to hinder the | 
acceptance and use of patents that it had developed. 

The three nonexclusive royalty bearing licenses referred to above 
dealt with patented food freezing inventions which were developed 
through the cooperative research of the TVA and one of the land. 
grant colleges in the TVA area. Two of the licensees never did 
out operations under the license and all three companies shortly there. 
after entered bankruptcy or became insolvent. There was therefore 
no substantial financial return from these licenses. 

_ All of the remaining patent licenses granted by the TVA, have been 
on a royalty-free, nonexclusive basis. In all of its licensing 
ments the TVA has retained, for other governmental agencies, as well 
as itself, the right to manufacture and use. 

TVA has succeeded in achieving wide use of its developed fertilizer 
improvements. It estimates, on the basis of available data, that the 
processes and methods controlled by TVA patents are used in the 
production of about two-thirds of the granular fertilizer manufactured 
annually in the United States. 

Under United States patents Nos. 2729554 and 2741545, relating 
to a continuous process and apparatus for the ammoniation of super. 
phosphate, the TVA, as of October 27, 1958, had issued 77 licenses to 
corporations, farm cooperatives, societies, small businesses, and others 
on a nationwide basis. All the major manufacturers and distributor © 
of fertilizer are included in TVA’s list of licensees found at appendix, | 


TVA further licensed another 21 corporations, manufacturers and | 
others to manufacture the continuous ammoniator equipment covered | 
by the foregoing United States patent No. 2741545 (appendix p. 13), 
Another successful process for the use and manufacture of super- 

hosphate by a mixer is licensed by TVA under United States patent — 

0. 2528514 to 35 licensees (appendix p. 15). 

There are 12 TVA licensees under patent applications serial Nos. 
624177 and 740982 which are directed to a process for the preparation | 
and production of liquid fertilizers (appendix p. 17). 

TVA further licenses to numerous corporations, the use of processes | 
and equipment relating to aluminum-silicon alloys, calcium mets — 
phosphate, superphosphoric acid, wet ground mica, phosphorus and | 
phosphoric acid, carbon monoxide catalyst, fused tricalcium phos 
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ary te, slag expansion, phosphate reducing furnace, and a rotating 


ace. 
ply All of these licenses require the licensee to report annually on the 
the} number of months the invention was in actual use. By these reports 
iled | the TVA is kept informed as to the use made of all of its inventions, 
rto | even when used only by licensees. 


t 
III. Acency Viewpoint 
- | A. JUDGMENT AS TO EFFECTIVENESS OF PRESENT POLICY 
the | The TVA has stated— 
the the positive usefulness of TVA ownership of patents on 
of inventions cone by it is exemplified by the great number 
ive, of licenses which have been issued to fertilizer producers and 
ted manufacturers of fertilizer products and equipment under 
the | the patents described above. Through the nonexclusive, 
| royalty-free licenses TVA grants under such patents, TVA 
Ove j preserves to the public the benefit of its efforts, in accordance 
ped with the provisions of the TVA Act, to improve the quality 
nd. of fertilizers and to improve and cheapen the methods of 
ITy production. Obviously, a manufacturer of fertilizer or 
ore. equipment is much more willing to try a new process or 
‘ore piece of a a developed by TVA if he has the protec- 
tion of TVA’s patent ownership. TVA’s system of licensing 
een has also helped it to keep reasonably accurate data on the 
\ge- extent of use of its developments. It is estimated on the 
vell basis of such data that TVA methods are used in the pro- 
duction of about two-thirds of the 3 to 4 million tons of 
ize nular fertilizers manufactured annually in the United 
the Btates (letter of Sept. 23, 1957, from Chairman of the 
the TVA Board, Herbert D. Vogel, to Senator Joseph C. 
red O’Mahoney). 
ing B. RECOMMENDATION AS TO FUTURE POLICY 


None were offered. 
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APPENDIX 


. TVA for use of continuous ammoniator (United States patents 2,729,554 
Licenses by f and 2,741,546) 


[For standard terms of license see the following form] 


Date of Company Address 
license 


Agricultural Fertilizers Chemicals .--| Post Office Box 11, Edison, Calif. 
Chemical Co 100 Church St., New York, N. Y. 


Apr. 20,1956 | ArkMo Plant Food Co., Inc_...-..--------------- Walnut Ridge, Ar 
Jan, 91958 | Aroostook Federation of Farmers... Caribou, Maine. 
Apr. 14, 1954 Baugh & South St., Baltimore, Md. 

21, The Buhner Fertilizer Co. (pure y | Seymour, 

Dee. 21, 1964 AACC—American Agricultural pyroheees Co.). 
Oct. 23.1957 | Central Chemical Corp-..---..-.----------------- Hagerstown, M 
Feb. 11.1954 | Central Texas Fertilizer Co., Inc. Comanche, 
May 12,1958 | Consumers Conperative Association.............. Post Office Box 7305, Kansas City, Mo. 
Oct. 10.1956 | Cooperative Punt Fo Foods, Lae Schereville, Ind. 
Dec. 23, 1954 | Cornland Plant 230 Park St., Grinnell, Iowa. 
May 24,1956 | Crest Chemical on" atertown, S. Dak 
Mar. 24,1954 | Darling & Co. ..................-....-.-...------ 4201 South Ashland Ave., Chicago, Il. 
Mar. 19,1956 | Dixon 1 Chemical Industries, Inc., I. P. Thomas | Cuthbert Rd., Merchantville, N. J. 
division. 

4,1954 | Eastern States Farmers’ Exchange, eld. Mass. 
Feb. 3.1954 | Farm Belt Fertilizer & Chemi eee Post O ox 417, Kansas City, Mo. 
Apr. 30,1954 | The Farm Bureau Cooperative Association, Inc | 245 North | High St, Columbus, Ohio. 
July 2.1956 | Farm Bureau Service Company of Missouri, Inc..| New Florence, Mo. 
Oct. 17,1956 | Farm Bureau Services, Inc.....-.....-..--------- Kalamazoo, Mich. 

, 23, 1054 | Farm Fertilizers, Inc... .-....-..---.-.----------- Post Office Box 351, Omaha, Nebr. 
Aug. 7,1956 | The Farmers Fertilizer Co.......-..-.--.-.------. Post Office Box 2002, nt Ohio, 
Feb. 21955 | Federal Chemical Co.............-.---.---------- Starks Bldg., Louisville 
Dee. 21,1954 | Fertilizer Manufacturing Cooperative, Inc.....-_- 1800 South Clinton St., Baltinore, Ma. 
Sept. 26, 1957 | Foremost Fertilizer Co-.-.........--------------- Leesburg, Fla. 

June 14,1958 | Fort Smith Cotton Oil Co_..........-----....-..- Fort Smith, Ark. 
Oct. 17,1956 | Gilchrist Plant Food Co............-..--....--.-- 525 West Washington St., Morris, Il. 
Mar, 15, 1954 | Illinois 100 East Ohio St., Chicago, Il. 
June 9,1955 | Indiana Farm Bureau Cooperative Association, | 47 ~ ag Pennsylvania St., Indian- 
Inc. apolis 

Nov, 29, 1956 International Minerals & Chemical i 20 North Wacker Dr., Chicago 6, Il. 
July 21,1955 | lowa Farm Supply Co-. 1019 High St., Des Moines, Iowa. 

1 Jackson Fertilizer Co---- Jackson, iss. 
Feb, 22, 1955 mg Weber & Co., Inc Lake Charles, La. 
Mar, 8, 1958 ash Fertilizer Co. . Keota, Iowa. 
Aug. 16, 1955 ster & Co., Inc... -| Post Office Box 7107, Indianapolis, Ind, 
Dec, 23,1957 | N. S. Koos & 4500 13th Ct., Kenosha, Wis. 
Nov, 22,1955 | Land O’Lakes Creameries, Inc. .............-..-.- Minneapolis, Minn. 
July 2, 1957 | Longhorn Construction Co Box 336, Sulphur 
Sept. 30,1957 | Midwestern Farm Fertilizers, Inc. Office Box evens Point, 
Aug. 5,1954 | Minnesota Farm Bureau Service Co............-- a ¥ Fatrfela Ave. East, St. Paul, 
June 24,1957 | Mississippi Federated Cooperatives. Meridian, Miss. 
Mar, 81954 | Missouri Farmers Ass»ciation, 301 South 7th St., Columbia, Mo. 


Mar, 29,1958 | Miss.uri Plant Co. (affiliate of ArkMo Sikeston, Mo 

Plant Food Co., Inc.). 
Sept. 11,1957 | The Mountain Co 230 Calif.rnia St., San Francise», Calif. 
Apr. 30,1954 | Nichols Seed & ertilizer’ — (formerly Okla- | P st Office Box i296, Oklahcma City, 


homa Fertili‘er & Chemical Co.), Okla. 

Jan, 22,1954 | The Norris Fertilizer Co...............---.---.--- 25 South Calvert St. eaten, Md. 

Dec, 24,1957 | Northland Chemical Co., Inc........-.--.-------- East Grand Forks, 

Dec. 21,1954 | Northwest Cooperative Mills, Fairview ., St. Paul, 
nn 

May 24, 1956 | The Ohio Equity Exchange Co_....-........-.-_- 704 Cook poem, Lima, Ohio, 

July 26,1955 | Ohio Farmers Grain & Supply Association. -._._- Fostoria, Ohio. 

June 12,1956 | Olin Mathieson Chemical Corp-_-..-..........-..- Williamston, N. C. 

9, 1953 Washington Fertilizer Go Post Ofi ce Box: 3314, Seattle, Wash. 

Peavey & Minneapolis, Minn. 

Jan, 7,1957 | Price Chemical Co........--..-----.............. Miller’s Lane, Louisville Va, 

Dec. 5,1955 | Chas. W. Priddy & Co., Inc.....-..........-.... Post OM 0°: Box 900, Norfolk 

July 26,1955 | F. S. Royster Guano Co...............-.-.------ Norfolk, V 

Mar. 7,1955 | Simonsen Mill-Rendering Plant........__------__ Quimby, nd 
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Licenses by TVA for use of continuous ammoniator (United States patents 2,799 56; | 
and 2,741,645)—Continued | 


[For standard terms of license see the following form] | 
—.. | 
Date of Company Address f 
license 
| 
July 1,1954 | The Smith Agricultural Chemical Co-_....-.-..-_- Columbus, Ohio. 
Sept. 16, 1068 | C. O. Smith Guano Co.................------.--- Moultrie, Ga. 
Oct. 27,1953 | The Snyder Chemical Co., Inc_.._.......-..---.-- Post Office Box 946, Topeka, Kans, 
Sept. 22,1955 | Southern Cotton Oil division, Wesson Oil & | Post Office Box 30, Little Rock, rk, 
now 0., Inc. 
Sept. 25,1956 | Southwestern Agrochemical Corp. .-.-..-..-----.- Post Office Box 337, Chandler, Ariz, — 
Dec. 5,1955 | The Summers Fertilizer Co., Inc-..-.-...-------- Totman Bldg., 210 East Redwood gt, 
Baltimore, Md. 
Feb. 14,1957 | Sunland Industries, Inc--_..........------------- Post Office Box 1669 Fresno, Calif, 
Feb. 4,1957 | Super-Crop Plant Foods, Box 324, Ottumwa, lowa. 
Feb. 20,1956 | Texas Farm Products Co..._.......--.--------.-- Nacogdoches, Tex. i 
420 South Oakland Ave., Tyler, Tey, 
Mar. 21, 1956 | Tyler Grain & Fertilizer Co_._..........--...---. 619 Madison Ave., Wooster, Ohio, i 
Mar. 7,1955 | Valley Fertilizer Co_.........-.-.---.---.-------- Post Office Box 402, Greenville, Miss, 
Aug. 21,1956 | Virginia-Carolina Chemical Corp..............-.- Richmond, Va. 
Oct. 23,1957 | Weaver Fertilizer Co., Inc....................-.-- National Bank of Commerce Bldg, 
Norfolk, Va. 
Aug. 31,1954 | Wilson & Toomer Fertilizer Co.......-.-.....---. rw Office Drawer 4459, Jacksonvills 
a. 
Dec. 5,1955 | Wisconsin Farmco Service Cooperative__........- 801 West Badger Rd., Madison, Wi 
Sept. 9.1958 | Arcadia Cotton Oil Co...-................-.-...- Arcadia, La. e | 
Post Office Box 97, Dade City, Fla, 
Sept. 15, 1958 | Planters Fertilizer & Phosphate Co... .....-.---- Box 865, Charleston, 8. C. : 
Oct. 2.1958 | Rath Packing Co....................------------- Post Office Box 330, Waterloo, lows, 
Sept. 9,1958 | Ruston Oil Mill & Fertilizer Co__._-..----.------ 312 West Louisiana, Ruston, La, 


TENNESSEE VALLEY AUTHORITY AGREEMENT WITH 
Recarpinc Use or Process AND APPARATUS FOR Ammontattox | 
OF SUPERPHOSPHATE 


THIS AGREEMENT, made and entered into this day of___._... j 
195—, by and between TENNESSEE VALLEY AUTHORITY, a& corporation 
of the United States, existing under and by virtue of an Act of Congress 


(hereinafter called “TVA’’, , & corporation 
existing under and by virtue of the laws of the State of -..____-_-... 4 
referred to as ‘“‘Licensee’’), 

WITNESSETH: 


Wuereas, TVA is the owner of U. S. Patents No. 2,729,554 and _ 
No. 2,741,545 relating to a process and apparatus for the ammoniation — 
of superphosphate; and 

Wuersas, Licensee desires to use said process and to use, repair, 
and reconstruct said apparatus for the manufacture of fertilizer; and | 

WHEREAS, it appears that the use of such process and the use, repait, | 
and reconstruction of such apparatus by Licensee under the terms | 
hereinafter stated are consistent with TVA’s statutory objectives and — 
its policy regarding the use of inventions owned by it; | 

Now, THEREFORE, in consideration of the foregoing and of the 
mutual covenants and agreements hereinafter set forth, the parties — 

ree as follows: 

1. TVA will furnish to Licensee, without cost to the latter, such 
description of the process and apparatus described in the preamble 
and such reports of the experimental use thereof as are now available. | 

2. TVA makes no warranties or representations with respect to said | 
process and apparatus other than that TVA has legal title to U. 8 | 
Patents No. 2,729,554 and No. 2,741,545. TVA assumes no respons | 
bility in connection with the defense or prosecution of rights in the 
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ess and apparatus or in connection with any litigation arisin 
therefrom or relating thereto. Licensee, to the extent that it uses sai 
rocess and apparatus shall do so entirely and solely at its own risk. 

3. Licensee shall report to TVA in writing as of each July 1 during 
the life of this agreement the number of months during the preceding 
twelve-months’ period in which the process and apparatus have been 

by it. 
= TVA hereby confers upon Licensee a license to use the said 
patented process and to use, repair, and reconstruct the said patented 
apparatus; said license to be nonassignable except to Licensee’s 
successors in business, nonexclusive, royalty-free, and for the full term 
of each of the said patents. “ni 

5. No member of or delegate to Congress or resident commissioner 
or any officer or agent of TVA shall be admitted to any share or part 
of this agreement or to any benefit that may arise therefrom, but this 
provision shall not be construed to extend to this agreement when 
made by a corporation for its general benefit. 

IN WITNESS WHEREOF, the parties have caused this agreement to 
be executed by their duly authorized officers and their respective 
corporate seals to be hereunto affixed, as of the day and year first 
above written. 


ATTEST: . TENNESSEE VALLEY AUTHORITY 

Assistant Secretary General Manager 


Licenses by TVA for the manufacture of continuous ammoniator (United States 
patent 2,741,545) 


[For standard terms of license see the following form] 


Date of Company Address 
license 
Oct. 19,1954 | Atlanta Utility Works__............-...-.-.-.-..- East Point, Ga. 
Feb. 7,1956 | Barnard & Leas Manufacturing Co., Inc...-.-... Ve; ~ 34 12th St. SW., Cedar Rapids, 
owa. 
Aug. 21,1956 | Blue — Equipment Manufacturing & Engi- ~~ Office Box 73, North Topeka, 
neering Co. ans, 
June 24,1957 | Davidson-Kennedy Co__.............--.-----.--- i Office Box 97, Station D, Atlanta, 
a. 
Mar. 30,1954 | Divine Engineering, Inc..............--.....----- 2 Office Box 1670, Cedar Rapids, 
owa. 
Dec, 2,1955 | J. H. Ehrsam & Sons Manufacturing Co__.-..-.- Enterprise, Kans. 
May 15, 1954 | Equipment & Engineering Co., Inc._...._....--- Atlanta, Ga 
Nov. 7,1955 | Fertilizer Engineering & Equipment Co., Inc....| Memorial Dr., Green Bay, Wis. 
July 9, 1954 | Fertiliver Equipment Sales Pest Office Box, 1968, Atlanta, Ga. 
June 24,1957 | Longhorn Construction Co_.............-.------- Box 336, Sulphur Springs, Tex. 
. 23,1957 | Manitowoc Shipbuilding, Manitowee, 
Dec. 9,1953 | Pioneer Monameturing & Supply Co. (license | Springfield, Mo. 
canceled at request of company). 
June 30,1954 | Edw. Renneburg & Sons Co......--...-...------- 2639 Boston St., Baltimore, Md. 
Dee, 9,1953 | The A. J. Sackett & Sons Co...........-.---.---- Baltimore, Md. 
Apr. 23,1957 | Stedman Foundry & Machine Oo., Inc..........- Aurora, Ind, 
Oct. 23,1953 | Sturtevant Mill Sts., Dorchester, 
sten, Mass. 
Apr. 30,1954 | The D. M. Weatherly Co__.................-.-- 80 11th St. NE., Atlanta, Ga. 
Aug. 21.1956 | White Oil & Equipment Co., Inc......-.--------- Bossier City, La. 
Mar. 81954 | Worthington Plainfield, N.J. 
13 


48827 O—59_48 


9,55 | 

| 

Ark, 

| 

| 

Miss, 

Blig, 

mville, 

Wi, 

tion 

ion 
ition 

and 

tion 

pair, 

arms 

and 

the | 

rties | 

such | 

nble 

said 

J. 

ynsi- 

the 


750 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


= | 


a corporation existing under and by virtue of the laws of the Stat 


(hereinafter referred to as ‘‘Licensee’’), 

WITNESSETH: 

Wuereas, TVA is the owner of U.S. Patent No. 2,741,545 relating 
to apparatus for the ammoniation of superphosphate; and 

HEREAS, Licensee desires to manufacture, sell and/or install said _ 
apparatus; and 

HEREAS, it appears that the manufacture, sale and/or installatiop | 
of such apparatus by Licensee under the terms hereinafter stated ar 
consistent with TVA’s statutory objectives and its policy regarding } 
the use of inventions owned by it; 

Now, THEREFORE, in consideration of the foregoing and of th 
mutual covenants and agreements hereinafter set forth, the partie | 
agree as follows: 

1. TVA will furnish to Licensee, without cost to the latter, such 
description of the apparatus described in the preamble and such 
reports of the experimental use thereof as are now available. 

2. TVA makes no warranties or representations with respect to said 
apparatus other than that TVA has legal title to U. S. Patent No, 
2,741,545. TVA assumes no responsibility in connection with the 
defense or prosecution of rights in the apparatus or in_conneetion 
with any litigation arising therefrom or relating thereto. Licensee, to 
the extent that it manufactures, installs, sells, or uses said apparatus 
shall do so entirely and solely at its own risk. 

3. Licensee shall notify purchasers of apparatus covered by this 
agreement of TVA’s ownership of the invention covered by the said 
patent and that upon request TVA will grant them a license to use 
such apparatus and the appurtenant process for which TVA holds 
U. S. Patent No. 2,729,554, such license to be in TVA’s standard form | 
and subject to such terms and conditions as its policy with respect to 
the administration of its inventions may then require. Licensee shall | 
promptly notify TVA in writing of the name and address of each per- 
son or firm for whom Licensee furnishes or installs such apparatus. 

4. TVA hereby confers upon Licensee a, license to manufacture, 
install, use for demonstration purposes, and sell any and all apparatus 
covered by the said patent; said license to be nonassignable except.to - 
Licensee’s successors in business, nonexclusive, royalty-free, and for 
the full term of the said patent. 

5. No member of or delegate to Congress or resident commissionet — 
or any officer or agent of TVA shall be admitted to any share or patt } 
of this agreement or to any benefit that may arise therefrom, but this 
provision shall not be construed to extend to this agreement when 
made by a corporation for its general benefit. | 


| 
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TENNESSEE VALLEY AvuTHoRITY AGREEMENT WITH 
REGARDING MANUFACTURE AND SALE OF APPARATUS FOR AMMony. 
TION OF SUPERPHOSPHATE 
THIS AGREEMENT, made and entered into this -... day of ___.___. | ' 
195._-., by and between TENNESSEE VALLEY AUTHORITY, a corporation OA 
of the United States, Sahn under and by virtue of an Act of Co. = - 
ess (hereinafter called “TVA”’), and 
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IN WITNESS WHEREOF, the parties have caused this agreement to 
be executed by their duly authorized officers and their respective 
corporate seals to be hereunto affixed, as of the day and year first 
above written. 


ATTEST: 
Assistant Secretary 


TENNESSEE VALLEY AUTHORITY 


Licenses by TVA for use of superphosphate mixer (United States patent 2,528,514) 
[For standard terms of license see the following form] 


Date of license Company Address 
May 31,1957 | The American Agricultural Chemical Co-.-....-. 100 Church St., New York, N. Y. 
Mar. 19,1956 | American Cyanamid Co...........-..-..-.----..- 30 Rockefeller Plaza, New York, N. ¥. 
July 23,1956 | Cartledge Fertilizer Co., division of Wilson & | Post Office Drawer 4459, Jacksonville, 
Toomer Fertilizer Co. Fla. 
Dec. 21,1956 | Central Texas Fertilizer Co., Inc.......-..--.---- Comanche, Tex. 
Aug. 26,1954 | Centrala Farmers Co-op, Inc.......--.----------- Post Office Box 15, Sdee, Ala. 
Nov. 19,1957 | Chemical Fertilizer Co., Inc......--........---... Post Office Box 1443, Modesto, Calif. 
Aug. 7.1958 | Coastal Chemical Yazoo City, Miss. 
Darling & Mississippi Ave., East St. Louis, Mo, 
Mar. 4,1 Davison Chemical Co., division of W. R. Grace | Baltimore, Md, 
& Co. 
une 9,1955 | Etheredge Guano Co., Inc....----.....--.-------- 753 Reynolds St., Augusta, Ga. 
Apr. 29,1957 | Farmers Fertilizer Co....--...-..--------------.- Post Office Box 944, Texarkana, Tex. 
Apr, 20,1956 | Gilchrist Plant Food Co-_..........-.-..-...-..-.-. 525 West Washington St., Morris, I. 
Mar. 19,1956 | Green & Fertilizer Franklinton, La, 
Jan. 2,1954 | Guaranty Seed Co., Inc..-........-----...---...- Bunkie, La. 
Mar. 7,1955 | Mississippi Federated Cooperatives_............- Meridian, Miss. 
Apr. 15,1955 | Riverside Fertilizer Factory-.-..-..-.-....----..--.- Marks, Miss. 
Apr. 30,1954 | F. S. Royster Guano Co.............-------....-. Norfolk, Va. 
Sept. 13, 1957 | C. O. Smith Guano Co-..-..-..--..--.--2.-2-.2-- Moultrie, Ga. 
Aug. 29,1956 | Standard Chemical Co...-..-...- Troy, Ala. 
Nov, 7,1950 | Tennessee Corp. -.....-..-----.--- -| 61 Broadway, New York, N. Y. 
June 24,1957 | Tennessee Farmers Cooperative._-_.....-- La Vergne, Tenn, 
June 9,1955 | Virginia-Carolina Chemical Corp Richmond, Va. 


Licenses by TVA for the manufacture of continuous superphosphate mizer (United 
States patent 2,528,514) 


[For standard terms of license see the following form] 


Date of Company Address ‘ 
license 
Nov, 25,1955 | Davidson-Kennedy Co — Office Box 97, Station D, Atlanta, 
a. 
|, Dorr-Oliver, Barry P1., Stamford, Conn. 
Jan. 5,1953 | Fertilizer Engineering & Equipment Co., Inc....| Memorial Dr., Green Bay, Wis. 
t. 22,1953 | Fertilizer Equipment Sales Corp..........-..---- Post Office Box 1968, Atlanta, Ga. 
Feb. 20,1 The Fluor Corp., Ltd... Post Office Box 7030, East Los 
Branch, Los Angeles, Calif. 
Jan. 19,1953 | Link-Belt Co_........-....._-- 300 West Pershing Rd., Chicago, I'l. 
Oct. 23,1957 | Manitowoe Shipbuilding, Inc__...--.------------ Manitowoc, Wis. 
Aug, 92,1008 | W. J. Savage Co................---------.-.-.2202 912 West Clinch St., Knoxville, Tenn. 
Nov. 7,1950 | Sturtevant Mill Co Park and Clayton Sts., Dorchester, 
Boston, Mass. 
Apr. 15,1955 | The D. M. Weatherly Co-- 80 llth St. NE., Atlanta, Ga. 
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TENNESSEE VALLEY AUTHORITY LICENSE TO 
Unper U. S. Patent No. 2,528,514 


AvTHoRITy, a corporation of the United States, existing under an. 
by virtue of an Act of Congress (hereinafter called “TVA”), ay. 
= , & corporation existing under and by 


virtue of the laws of the State of ___________________- and havin. 
“‘Licensee’’), 


WITNESSETH: 
Wuereas, TVA is the owner of U. S.*Patent No. 2,528,514 relating 
to a process for manufacturing superphosphate; and 

Wuereas, Licensee desires to use the process covered by the | 
foregoing patent in its production of fertilizer materials; and 

HEREAS, TVA is willing to grant Licensee a license to use sud) 
process in accordance with the terms and conditions set out beloy; 

Now, THEREFORE, in consideration of the foregoing and of th 
mutual covenants and agreements hereinafter set forth, the partig 
agree as follows: 

1. Subject to the terms and conditions hereinafter stated, TY4 
grants unto Licensee a royalty-free, nonexclusive, nonassignabk 
(except to Licensee’s successors in business) license to use the proces 
covered by U. S. Patent No. 2,528,514. The license granted here. 
under shall endure for the life of said patent. ; 

2. TVA makes no warranties or representations with respect to the 
process covered by this agreement other than that TVA has |] 
title to U. S. Patent No. 2,528,514. TVA assumes no responsibility 
with respect to the defense or prosecution of any rights under said 
patent or in connection with any litigation arising therefrom o 
relating thereto. Licensee, to the extent that it uses said proces, | 
shall do so entirely and solely at its own risk. f 

3. Licensee shall report to TVA in writing as of each July 1 during | 
the life of this agreement the number of months during the preceding 
twelve months’ period in which the process has been used by it. 

4. No member of or delegate to Congress or resident commissioner 
or any officer or agent of TVA shall be admitted to any share or part 
of this agreement or to any benefit that may arise therefrom, but this 
ups shall not be construed to extend to this agreement when made 

y @ corporation for its general benefit. | 

IN WITNESS WHEREOF, the parties have caused this agreement to 
be executed by their duly authorized officers, and their respective 
corporate seals to be hereunto affixed, as of the day and year fin 
above written. | 


ATTEST: TENNESSEE VALLEY AUTHORITY 


> 
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Tuis AGREEMENT, made and entered into this ____ day of 
_.----------------, 195.., by and between Vann 
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Licenses TVA for use of liquid fertilizer processes (patent applications Serial 
by f No. 624,177! and Serial No. 740,982? ) 


[For standard terms of licenses see the following forms] 


Dates of Company Address 
Process 1! Process 2? 
Sept. 18, 1958 | Sept. 18,1958 | Agriform of Northern California, Ine__._.- Pet Sure Box 6, Woodland, 
21,1958 | Aylward Fertilizer Co. Sullivan, Ill. 
‘olo. 
Route 5, Jacksonville, Ill. 
1957 a TF Davison Chemical Co., division of W. R. | Baltimore, Md. 
race 0. 
July 28,1958 | July 28,1958 | Delta Liquid Plant Food Co., Inc. ....... North St., Green- 
ville, 
Apr, 10, 1958 |...---.-------- De Soto Chemical & Supply Co., Office Box 60, Nesbit, 
Ss. 

ee Farmers Liquid Fertilizer, Inc. ........... McCroy, Ark. 

Aug, 21,1958 | Aug. 21,1958 | Ouachita Fertilizer & Chemical Co. ...... 2 Office Box 454, Monroe, 

Mar, 3,1958 | Aug. 27,1958 | Southland Liquid Fertilizer Co.__..-.-.-- Post Office Box 607, Boynton 

each, 

by Kentucky Liquid Fertilizer Co., | Hopkinsville, Ky. 

ne. 
1 With super acid. 
With super and wet process acids. 

TENNESSEE VALLEY AUTHORITY AGREEMENT WitH ——————— Re- 
GARDING UsE oF Process FoR PropvuctIon or LiquIp FERTILIZERS 
THIS AGREEMENT, made and entered into this ____ day of ______-_- 4 

195_., by and between TENNESSEE VALLEY AUTHORITY, & corporation 

-of the United States, existing under and by virtue of an Act of Con- 


gress (hereinafter called ““TVA’’), and F 
a corporation existing under and by virtue of the laws of the State of 
and having an office at 
(hereinafter referred to as “‘Licensee’’), 

WITNESSETH: 

Wuergas, M. M. Striplin, J. M. Stinson, and J. M. Potts, em- 
a of TVA, have invented a process for the production of liquid 
ertilizers; and 

WueEreas, application for letters patent of the United States, Serial 
No. 624,177, covering the said invention, was filed by the said em- 
ployees in the United States Patent Office and their entire interest in 
aid i ai and application for letters patent has been assigned to 

; an 

Wuereas, Licensee desires to use said process; and 

Wuereas, it appears that the use of such process by Licensee under 
the terms hereinafter stated are consistent with TVA’s statutory objec- 
tives and its policy regarding the use of inventions owned by it; 

NoW, THEREFORE, in consideration of the foregoing and of the 
mutual covenants and agreements hereinafter set forth, the parties 
agree as follows: 

1. Subject to the terms and conditions hereinafter stated, TVA 
grants unto Licensee a royalty-free, nonexclusive, nonassignable 
(except to Licensee’s successors in business) license to use the process 
covered by each and every patent that may issue as a result of said 
application and any divisional or continuation applications derived 
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therefrom. TVA shall notify Licensee of the issuance of such patey; 
or patents. The license granted hereunder shall endure for the lite 
of such patent or patents. ' 

2. TVA makes no warranties or representations with respect ty. 
said process or to any patents which may be issued thereon. TVA 
makes no commitment as to the prosecution of said application gy | 
is free to abandon the same in whole or in part without liability, 
obligation to Licensee. TVA assumes no responsibility with regpegq, 
to the defense or prosecution of any rights in the process, or undg 
its application for patent, or in connection with any litigation aris; 
therefrom or relating thereto. Licensee, to the extent that it ugg 
said process, shall do so entirely and solely at its own risk. | 

3. Licensee shall report to TVA in writing as of each July 1 duriy 
the life of this agreement the number of months during the preceding 
twelve months’ period in which the process has been used by it. 

4. No member of or delegate to Congress or resident commissiong | 
or any officer or agent of TVA shall be admitted to any share OF part , 
of this agreement or to any benefit that may arise therefrom, but this, 
provision shall not be construed to extend to this agreement whe | 
made by a corporation for its general benefit. ! 

IN WITNESS WHEREOF, the parties have caused this agreement toh 
executed by their duly authorized officers, and their respective co. 


porate seals to be hereunto affixed, as of the day and year first abo 
written. i 
ATTEST: TENNESSEE VALLEY AUTHORIN 
Assistant Secretary General Manager 
woot le .. 9 
TENNESSEE VALLEY AUTHORITY AGREEMENT WITH ---~-----..... 


REGARDING or ProcrEss FOR PREPARATION OF STABLE Ligup 
FERTILIZERS 


THIS AGREEMENT, made and entered into this ____ day of -_-... 
, 195__, by and between TenNeEssEE VALLEY 
AvTHOoRITY, a corporation of the United States, existing under and 
by virtue of an "het of Congress (hereinafter called “TVA”), ant | 
, corporation existing under and by 
virtue of the laws of the State of.............---.--.-... 
(hereinafter releara | 
to as “‘Licensee’’), 

WITNESSETH: 

Wuenrras, M. M. Striplin, J. M. Stinson, and J. A. Wilbanks, | 
employees of TVA, have invented a process for the preparation dl. 
stable liquid fertilizers; and 

Wuergas, application for letters patent of the United States, Seritl | 
No. 740,982, covering the said invention, was filed by the said a | 
ployees in the United States Patent Office and their entire interest 
said invention and application for letters patent has been assigned to | 
TVA; and 
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Wuereas, Licensee desires to use said process; and 

WueEreAs, it appears that the use of such process by Licensee under 
the terms hereinafter stated are consistent with TVA’s statutory 
objectives and its policy regarding the use of inventions owned by it; 

Now, THEREFORE, in consideration of the foregoing and of the 
mutual erauanie and agreements hereinafter set forth, the parties 

e as follows: 
1, Subject to the terms and conditions hereinafter stated, TVA 
ts unto Licensee a royalty-free, nonexclusive, nonassignable 
(except to Licensee’s successors in business) license to use the process 
covered by each and every patent that may issue as a result of said 
application and any divisional or continuation applications derived 
erefrom. TVA shall notify Licensee of the issuance of such patent 
or patents. ‘The license granted hereunder shall endure for the life of 
guch patent or patents. 

9, TVA makes no warranties or representations with respect to said 
process or to any patents which may be issued thereon. TVA makes 
no commitment as to the prosecution of said application and is free to 
abandon the same in whole or in part without liability or obligation to 
Licensee. TVA assumes no with respect to the defense 
or prosecution of any rights in the process, or under its application for 

tent, or in connection with any litigation arising therefrom or 
relating thereto. Licensee, to the extent that it uses said process, 
shall do so entirely and solely at its own risk. 

3, Licensee shall report to TVA in writing as of each July 1 during 
the life of this agreement the number of months during the preceding 
twelve months’ period in which the process has been used by it. 

4, No member of or delegate to Congress or resident commissioner 
or any officer or agent of TVA shall be admitted to any share or part 
of this agreement or to any benefit that may arise therefrom, but this 
provision shall not be construed to extend to this agreement when 
made by a corporation for its general benefit. 

IN WITNESS WHEREOF, the parties have caused this agreement to 
be executed by their duly authorized officers, and their respective 
corporate seals to be hereunto affixed, as of the day and year first 
above written. 


Arrest: TENNESSEE VALLEY AUTHORITY 

Assistant Secretary General Manager 


19 


life 
ct ty, 
TVA 
and, 
ity or 
Spect 
under 
Luring 
sione 
part | 
whe 
to be 
abow, 
| 
r and 
and | 
feral | 
| 
on 
Seri | 
est 10 
ed 

| 

| 


756 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


Licenses by TVA for use of other processes or equipment 


Date of Address Patent N. 
Company 0. 
1955 | The Ameri 100 Church 8t., N United States 2,7 
=” tural Chemical 0. York, N.Y. 
Apr. 15, 1955 United States 2,590,901; slag expe. 
on. 
. 17,1952 | Apex Smelting Co-_-.---- w T 8t., | United States : f 
Sept. 17,1952 | Apex Smelting Co 2,488,568: aluminum, 
Dec. 11,1957 | Central Farmers Ferti- | 205 West Wacker Dr., | United States 2,580,272; calelun 
: Chicago, Ill. metaphosphate. 
June 10, 1958 i. Patent appl cation serial No, 648,45 
superphosphoric acid. 
Apr. 3,1951 | The English Mica Co....| Sterling Bldg., Stam- | United States 2,547,336; ; 
ford, Conn. mica. (5-year exclusive 
in 1956.) 
Apr. 2,1951 | Food Machinery & | 161 East 42d St., New | Uni States 2,221, 2,355,0q), 
Chemical Corp. York, N.Y. 2,582,523; phosphory 
an acid, | 
Sept. 8,1948 | The Harshaw Chemical | 1945 East 97th St., United States 2,419,255; carb 
Co. Cleveland, Ohio. monoxide catalyst. 
Dec. 5,1955 | International Minerals | 20 North Wacker Dr., | United States 2,368,649, 247 
& Chemical Corp. 0, Dl 2,499,385, and 2,770,451; 
calcium phosphate. 
July 23, 1956 = States 2,547,336; wet-groun 
mica. 
Jan. 28,1953 | National Metallurgical | Springfield, Oreg...---.- United States 2,488,568; aluminun. 
Feb. 12, 1952 Hooker Chemical C 1940 Ward St., Niagara States 2,221,770 
Phosphorus division | Falls, 2,509,228, and 2 
{or Ours Chem- phorus and phosphoric 
Dee. 19, 1952 United States 2,500,001; slag 
sion. 
Aug. 1,1951 | Virginia-Carolina Chem- | Richmond, Va-......-..- United States 2,509,228; phosphay 


Nore.—Standard terms: These licenses are nonexclusive, nontransferable, Le ning and require th 
licensee to report annually on the number of months the invention was in actual use. 


TENNESSEE VALLEY AUTHORITY AGREEMENT WITH 
GARDING UsE oF PRocEss FOR PRODUCTION OF SUPERPHOSPHORIC 


THIS AGREEMENT, made and entered into this 
by and between TENNESSEE 
a corporation of the United States, existing un 
an Act of Congress (hereinafter called ““TVA’’), and ____-_..--... 
a corporation existing under and by virtue of the laws of the State 
. and having an office at 


day of 


VALLEY AUTHORITY 


(hereinafter referred 


der and by virtue at 


to as “‘Licensee’’), 

WiTNESSETH: 

Wuereas, M. M. Striplin, D. McKnight, and E. C. Marks, em- 
ployees of TVA, have invented a process for the production of super 
phosphoric acid; and 

Wuenreas, application for letters patent of the United States, Serial 
No. 648,445, covering the said invention, was filed by the said em- 
ployees in the United States Patent Office and their entire interest in 
said invention and application for letters patent has been assigned to 
TVA; and 

Wuenreas, Licensee desires to use said process; and 

Wuenreas, it appears that the use of such process by Licensee under | 
the terms hereinafter stated is consistent with TVA’s statutory objec- 


tives and its policy regarding the use of inventions owned by it; 
Now, THEREFORE, in consideration of the foregoing and of the 

mutual covenants and agreements hereinafter set forth, the partie 

20 


agree as follows: 
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1, Subject to the terms and conditions hereinafter stated, TVA 
ts unto Licensee a royalty-free, nonexclusive, nonassignable 
except to Licensee’s successors in business) license to use the process 
covered by each and every patent that may issue as a result of said 
application and = divisional or continuation applications derived 
efrom. TVA shall notify Licensee of the issuance of such patent 
or patents. The license granted hereunder shall endure for the life 
of such patent or patents. ‘ 

2. TVA makes no warranties or representations with respect to 
said process or to any patents which may be issued thereon. TVA 
makes no commitment as to the prosecution of said a and is 
free to abandon the same in whole or in part without liability or 
obligation to Licensee. TVA assumes no responsibility with respect 
ce a defense or prosecution of any rights in the process, or under its 
application for patent, or in connection with any litigation arising 

erefrom or relating thereto. Licensee, to the extent that it uses 
said process, shall do so a. and solely at its own risk. 

3. Licensee shall report to TVA in writing as of each July 1 during 
the life of this agreement the number of months during the preceding 
twelve months’ period in which the process has been used by it. 

4, No member of or —— to Congress or resident commissioner 
or any officer or agent of TVA shall be admitted to any share or part 
of this agreement or to any benefit that may arise therefrom, but this 
provision shall not be construed to extend to this agreement when 
made by a corporation for its general benefit. 

IN WITNESS WHEREOF, the parties have caused this agreement to be 
executed by their duly authorized officers, and their respective cor- 
porate seals to be hereunto affixed, as of the day and year first above 
written. 


ATTEST: ‘. TENNESSEE VALLEY AUTHORITY 

Assistant Secretary General Manager 


Licenses By TVA For Use oF MisceLLANreous PATEN’s 


1. Birmingham Ice & Cold Storage Co., Birmingham, Ala.; license 
dated February 14, 1941; TV60820 and TV60821: 

United States patent 2,164,362; a process for freezing foods. 

United States patent 2,172,417; a process for washing food 
with a refrigerant. 

United States patent 2,172,418; a process for separating refrig- 
erant from frozen foods. 

Pending patent application serial No. 275,701: a process for 
purification of refrigerant. 

Pending patent application serial No. 288,346; a refrigerant 
composition. 

Pending patent application serial No. 293,598; apparatus for 
freezing foods. 


Comments: This license was never used by the licensee. 
21 
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2. Chickamauga Producers, Inc., Dayton, Tenn.; license date 


May 9, 1941: 
United States patent 2,164,362; a process for freezing foods, 
United States patent 2,172,417; a process for washing food 
nited States patent 2,172,418; a process for separati i 
erant from frozen foods. 
Pending patent application serial No. 275,701; a process for | 
purification of refrigerant. 
Pending patent application serial No. 288,346; a refrigeran; | 
composition. 
Pending patent application serial No. 293,598; apparatus for 
freezing foods. 

Comments: Freezing operations were never carried out under this 
license. The licensee led a petition in bankruptcy on July 11, 1947 
and discontinued its operations as of that time. 

3. Instruments Corp., 4 North Central Avenue, Baltimore, Md, 
license dated September 16, 1952: 

Patent application serial No. 350,540; now United Stat 
patent 2,690,553; telemetric device. 

Terms: Implied nonexclusive, royalty free; stated to be for term of 
pendency of application only—to be replaced by formal license jp 
accordance with TVA policy in effect after issue of patent. 

4. Stephenson Brick Co., Inc., Birmingham, Ala.; license dated | 
November 21, 1950; TV46439: 

United States patent 2,063,953. Glazed ceramic ware and 
method of making. 

Terms: License is royalty free, nontransferable, limited to Stephen. 
son’s Cordova plant only for the term of an investigation period of} 
months; then geographically unrestricted. 

5. S. Neil Varnell, Cleveland, Tenn.; license dated March 3, 1939, 
TV38191; a combination lease of surplus equipment and license under 
patent applications: 

Serial No. 217,971; a process for freezing foods. | 
Serial No. 219,426; a refrigerant composition. 
Serial No. 237,473; apparatus for freezing foods. 

Comments: The Varnell enterprise failed in 1941. 

6. Dixie Frosted Foods Co., Birmingham, Ala.; license dated 
January 1, 1943; a combination lease of surplus equipment and 
license under patents: 

United States patent 2,164,362; a process for freezing foods. — 

United States patent 2,172,417; a process for washing food with 
a refrigerant. 

United States patent 2,172,418; a process for separating refrig- 
erant from frozen foods. 

United States patent 2,304,860; apparatus for freezing foods. 

Comment: This company was liquidated by foreclosure sale 0 | 
February 23, 1948. 


| 


| 
| 
22 | 
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Exclusive licenses from TVA to TVA employee-inventors 


Date of license Employee-inventor Patent No. 

May 2, 1940..---- Robert A. Noor......- Patent No. 2,188,465; football charging 
Nov. 4, 1042 Joseph A. Hardin..... Patent No. 2,286,732; electric furnace, 
May 3 1949.... Norman W. Hatker...| Patent No. 2,565,769; electric heater. 
‘Aug. 5, 1 aS Jesse Ebersole......... —— No. 100,277; variable pitch. 

x slant mechanism engine. 
Nov. 14, 1955. R. Bruce Shipley.....| Applieation No. 535,047; testing ap 


tus for impedance or distance ys. 
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THE NATIONAL AERONAUTICS AND SPACE — 
ACT OF 1958 PATENT PROVISIONS 


Wilson R. Maltby* 


I. INTRODUCTION 


The National Aeronautics and Space Act of 1958" creates a | 
civilian agency of broad powers charged with planning an extensive 
program of investigations and with the coordination of the efforts of 
the nation in matters related to aeronautical and space activities, | 
establishes a basic national policy and an organization to carry oy | 
the policy. Within the general policy set out are provisions covering | 
rights in inventions associated with the program which are of na | 
fundamental importance as to suggest that a new national patent 
policy may have been initiated. 

The policy inferred from the provisions adopted is that the Govem. 
ment may assert exclusive ownership to all inventions which fal 
within a particular field of endeavor regardless of the extent of 
privately financed contributions which may have been made by the 
inventor or the contractor under whose employment the invention 
was made. This assertion of a right to exclusive ownership is not 
limited by the language of the provisions to situations in which th 
work of the inventor or of the contractor was financed by the 
Government, but, instead, creates a new test of whether or not th 
invention bears a relationship to the work of the Administration, The 
only comparable patent provisions are found in the Atomic Energy | 
Acts of 1946 and 1954,’ where the public safety then demanded | 
complete control of all developments in the field and most of the | 
information concerning it was subject to strict security control 
The provisions governing ownership of inventions in the Nation 


* Staff Attorney, Office of Assistant Chief for Patents, Office of Naval Researd, 
Department of the Navy; B.A. 1930, Milton College; M.A. 1933, University d 
Wisconsin; LL.B. 1949, The George Washington University; Admitted, 194, t | 
the Supreme Court of Appeals, Va. 

Opinions expressed are personal and do not purport to reflect the views of th 
Department of the Navy or of any other Government agency. 

1 The National Aeronautics and Space Act of 1958, 72 Stat. 426 (United States 
Code Congressional and Administrative News, No. 12, at 2349 (1958)) [hereinafter 
referred to as Space Act of 1958]. 

2 Atomic Energy Act of 1946, 60 Stat. 755, 42 U.S.C. §§ 1801-1819 (1952) ; Atom 
Energy Act of 1954, 68 Stat. 919, 42 U.S.C. §§ 2011-2281. 
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Aeronautics and Space Act of 1958 and the Atomic Energy Act of 
1954 are set out in Appendices A and B at the end of this article. 
An understanding of the basis for the National Aeronautics and Space 
Act requires inquiry into the background of urgency from which it 
w. Therefore, while this article is concerned with the patent as- 
of this legislation, the background and objectives will first be 
reviewed, followed by a discussion of the special patent provisions 
in relation to the objectives. 


II. Backcrounp 


Leaders of American science and government have expressed an 
increasing awareness of the need for more intensive training of 
scientists and engineers® if the nation is to survive in the long range 
battle for supremacy now being waged in deadly earnest by the 
Soviet Union. There was an acute anxiety lest the United States, as 
leader among the nations adhering to the doctrines of private enter- 
prise and individual liberties, be left behind in the rapid advances 
of science and technology by nations adhering to doctrines of state 
supremacy. Such concern produced many calls for action and many 
suggestions for increasing the teaching of science and mathematics 
in our schools. 

When it was announced that the Soviet Union had successfully 
orbited the first Sputnik,* while this country was some months away 
in its plans for a satellite, a new element was injected into the urgency 
to proceed with acceleration of basic science and technology efforts. 
Then a second Sputnik was orbited which was clearly beyond the 
immediate possibilities of American carrier missiles.’ It was dramatic 
demonstration that this country had indeed fallen behind in long 


8 Dr. James R. Killian, Jr., special advisor to the President in such matters and 
then president of MIT, recommended drafting a master plan for maintaining the 
nation’s technological advance and proposed as a part of the plan a federal com- 
mission which would direct and speed the advance and provide “maximum incentive 
to private enterprise.” 

4 The first Sputnik went into orbit on Oct. 4, 1957. Plans for U.S. satellites at 
that time were confined to a number of Vanguard satellites at least one of which was 
to be launched in connection with the International Geophysical Year. An extensive 
review of Soviet experiments and objectives is contained in the Appendix to the Senate 
hearings. See note 7, infra. 

5 This Sputnik went into orbit on Nov. 3, 1957, with a total orbited weight re- 
Ported to be 1120 Ibs. The American .Vanguard satellite was designed to achieve a 
maximum of scientific results but with a total orbited weight of 70 Ibs. The test Van- 
fa placed in orbit on March 17, 1958, had an orbited weight of about 50 Ibs, The 

xplorer I satellite was orbited by the Army Ballistics Missile Agency on Feb. 1, 1958, 
with an orbited weight of 30.8 Ibs. 
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range missiles and was being challenged in other important areas i 
military science. So dramatic was the challenge that immediate action 
seemed to be a vital requirement. From this situation of urgency can, 
proposals for a thorough program of research and development jg: 
space and related technologies. These were followed promptly by 
hearings in the Congress and the introduction of a number of bik 
designed to cope with the exploration of space and the acceleratig, 
of all major rocketry programs. 

A bill to accomplish this purpose was drafted in the Bureau of th 
Budget at the request of the President, with the assistance of 
sentatives of the National Advisory Committee for Aeronautics, ani 
simultaneously introduced into the House of Representatives anj_ 
Senate. The general policy concept of the bill was adopted by the 
Congress, and, after considerable redrafting, became the Nation 
Aeronautics and Space Act of 1958. The history pertinent to th} 
addition of special patent provisions will be reviewed in the discussion. 
of those provisions. dl 

Foremost among the purposes of this Act was the creation of; 
civilian agency to assume responsibility for developing a coordinated 
program and gathering together the best scientific talent available 
advance the progress in space and related matters. The nation 
prestige and the security of the free world were of primary concen 
because of the psychological impact of the recent Sputnik technicd 
triumphs. The testimony of witnesses before the House of Repr.- 
sentatives® and the Senate’ make clear that grave fears were 
held, for example, that space platforms, if first held by an enemy, 
might in themselves constitute a means of military victory 

The formulation and implementation of the general policy which 
should be adopted were accordingly matters of such importance tha 
considerations of the patent policy implicit in the Act were only 


of secondary importance. 


r 
a 


Ill. Poticy anp Purpose or THE Act | 


In setting forth the policy and purposes of the Act, the Congres 


first declared it to be the policy of the United States that activities 
in space should be devoted to peaceful purposes for the benefit of al | 


® Hearings on H.R. 11881 Before the House Select Committee on Astronautics om , 

Space Exploration, 85th Cong., 2d Sess. (1958). 
7 Hearings on S. 3609 Before the Senate Special Committee on Space and Astro 
nautics, 85th Cong., 2d Sess. (1958). | 


} 
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eas 7 mankind® and that the welfare and security of the United States 
actin require that adequate provisions be made for aeronautical and space 


| came, activities.° Such activities were made: 


ent 

ly by the responsibility of, and directed by, a civilian agency exercising 

f bilk control over aeronautical and space activities sponsored by the 

ration United States, except that activities peculiar to or primari y as- 
sociated with the development of weapons systems, military opera- 
tions, or the defense of the United States (including research and 

of the development necessary to make effective provision for the defense 

repre. of the United States) shall be the responsibility of, and shall be 

S, and directed by, the Department of Defense; and that determinations 

S and as to which such agency has responsibility for the direction of any 

yy the such activity shall be made by the President in conformity with 

section 201(e).?° 

aa | The purposes of aeronautical and space activities conducted by 

_ the United States include the following: 

an (1) The expansion of human knowledge of phenomena in the 

bl atmosphere and space; 

. . . 

_ (5) The preservation of the role of the United States as a leader 

vr in aeronautical and space science and technology and in the ap- 

ni 

epte- 8 In support of this policy there is a reservation of a royalty-free license for the 


practice of the invention on behalf of the United States and of any foreign govern- 
_ ment pursuant to any treaty or agreement with the United States. Space Act of 1958, 


nemy, § 305(f). 
® Section 103 of the Space Act of 1958 provides: 
(1) the term “aeronautical and space activities” means (A) research into, 


which and the solution of, problems of flight within and outside the earth’s atmosphere, 

(B) the development, construction, testing, and operation for research purposes 
e that of aeronautical and space vehicles, and (C) such other activities as may be 
only | required for the exploration of space; and 


(2) the term “aeronautical and space vehicles” means aircraft, missiles, 
i satellites, and other space vehicles, manned and unmanned, together with re- 
lated equipment, devices, components, and parts. 


10 Space Act of 1958, § 102(b). Section 201(e) provides : 


In conformity with the provisions of section 102 of this Act, it shall be the 
duty of the President to— 


vite (4) provide for effective cooperation between the National Aeronautics 
and Space Administration and the Department of Defense in all such activities, 
of all and specify which of such activities may be carried on concurrently by both 
I such agencies notwithstanding the assignment of primary responsibility therefor 
i | to one or the other of such agencies; and 
MS Om (5) resolve differences arising among departments and agencies of the 
United States with respect to aeronautical and space activities under this Act, 
Astro- including differences as to whether a particular project is an aeronautical and 
{ 


space activity. 


48827 0—59 49 
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| 


plication thereof to the conduct of peaceful activities within gy 
outside the atmosphere, 


(8) The most effective utilization of the scientific and enginer,, 
ing resources of the United States, with close cooperation 
all interested agencies of the United States in order to avoid y 
necessary duplication of effort, facilities, and equipment.4 


These objectives are tailored to the general problem of SCientif, 
and industrial effort needed in view of the background of urgeng 
highlighted by the Sputnik successes. To this end it is noted te 
salaries above those for other agencies are authorized.” Furthermoy 
there was established a “Council” for the “Coordination of Aen, 
nautical and Space Activities” consisting of the President, the Se. 
retary of State, the Secretary of Defense, the Administrator of th’ 
National Aeronautics and Space Administration, the Chairman ¢, 
the Atomic Energy Commission, and not more than four others ¢ 
whom three may be persons of eminent achievement in privy 
life.* The statement of functions of the Administration incluk 
the requirements to: 


(2) arrange for participation by the scientific community; 
planning scientific measurements and observations to be mij 
through use of aeronautical and space vehicles, and conduct « 
arrange for the conduct of such measurements and observations; a 

(3) provide for the widest practicable and perce dissemin- 
tion of information concerning its activities and the results thereat! 


The maximum possible participation by the whole scientific con 
munity and industrial potential of the nation is evidently requist 
to the carrying out of the objectives, and authority is given beyoni 
any previous enactment, to procure the services of the best expen 
the country can muster. The inclusion of restrictions of unpre 
edented extent on rights in inventions growing out of the effort, 
a non-military field, may be wholly incompatible with such particip 
tion. This is a question of considerable importance to the progrm 


11 Space Act of 1958, § 102(c). 

12 Administrator at $22,500, Deputy Administrator at $21,500, not more than # 
scientists, engineering and administrative personnel, without regard to the Classifice 
tion Act of 1949 and civil-service laws at salaries up to $19,000 (of which ten m 
be fixed at rates up to $21,000). Space Act of 1958, §§ 202, 203. 

18 This Council may employ an executive secretary at $20,000 and he may lar, 
not over three assistants at $19,000. Also a Civilian-Military Liaison Committee 
established with a chairman at $20,000 per annum. Space Act of 1958, $$ 201, 

14 Space Act of 1958, § 203(a). 
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A review of the hearings’’ shows emphasis on securing broad partici- 
pation. Neither the hearings nor the Congressional Reports’® reveal 
why the Congress regarded the special patent provisions as advan- 
tageous to the program. Consideration of the matter on the part of 
the Senate is shown in referring the bill to the committee of confer- 
ence with special patent clauses deleted in order to provide a fuller 
discussion.'7 This question will be referred to again following a 
discussion of the provisions relating to property rights in inventions. 

The Congress thus established a civilian agency to devise and 
carry out a program of investigations into all aspects of space knowl- 
edge, the development of vehicles and related equipment, and the 
exploration of space. These are areas of recent knowledge where 
private investments heretofore made have not been a dominant 
factor and strong commercial positions are not evident. While 
monopoly by Government in strictly space matters could result 
from near-exclusive support by Government, without forfeiture 
of dominant private investments, the inclusion by the Congress of 
“seronautics” within the field of the agency does present a problem 
of major proportions. The problem comes not from the fostering 
of new research into matters related to space activities, where pay- 
ment could be exclusively from public funds, but from patent pro- 
visions whose scope extends (at the discretion of the Administrator) 
into many established comrmercial areas related to aeronautics. 

In the above respect the patent provisions of the Act differ from 
any prior legislation. These provisions are in sharp contrast to the 
procurement practices of the Department of Defense, which permit 
contractors to retain commercial rights in their inventions.* The 


15 Hearings on H.R. 11881, supra note 6. Hearings on S, 3609, supra note 7. 

16 Congressional Reports of interest are: S. Rep. No. 1701, 85th Cong., 2d Sess. 
(1958); H.R. Rep. No. 1758, 85th Cong., 2d Sess. (1958); H.R. Rep. No. 1770, 
85th Cong., 2d Sess. (1958) ; H.R. Rep. No. 2166, 85th Cong., 2d Sess. (1958). 

17 HLR. Rep. No. 2166, 85th Cong., 2d Sess. 23 (1958). 


18 These are the well-known clauses providing that contractors shall promptly 
report all inventions conceived or first actually reduced to practice under the contract 
which reasonably appear to be patentable. As to such inventions the contractor grants 
a royalty-free, non-exclusive license to practice or have practiced the invention 
throughout the world. If the contractor does not wish to file a patent application he 
is obligated to convey the title to the Government subject to a license back to the 
contractor for his own use thereof. By such provisions the Department of Defense 
secures all of the rights which it has found to be necessary or otherwise desirable 
for purposes of effective military procurement. This policy of the Department of 
Defense as to property rights in inventions made in the performance of a contract 
calling for research and development work developed through the give and take of a 
long experience as the policy best adapted to encourage participation in the defense 
effort by the scientific community and industry in general. 
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act differs also in that it is the first legislation which sets out criteriy 
for determining the ownership of inventions based on the relation. 
ship of the invention to the duties of the employee.” The assertion | 
of exclusive ownership of such inventions by the United States thy | 
has the effect of a substantive change in the patent laws of the United | 
States in the area of aeronautical and space activities. Because the | 
area so affected is broad and not precisely definable the application 
of the patent provisions carries ramifications of wide general jp. | 
terest. A question is posed as to whether this legislation is to be re. 
garded as only a means to advance the purposes of the Act or, since 

these patent provisions tend to defeat the purposes, is of more 

general nature affecting the patent system as a whole. | 


IV. Leciscative History Or THE Patent Provisions Or Tue Act 


The provisions of the statute pertinent to patents and rights there. 
under are set out in Appendix A. The proposal of the President | 
and the bills introduced into the Senate and House of Representatives 
left questions of securing rights in inventions to the discretion of 
the agency operating under principles of law which have developed | 
in the past 150 years. All of the testimony taken before the Hous 
Select Committee”? related to a bill not having any special patent 
clauses. The testimony in the Senate Special Committee” likewise 
was directed to a bill which would permit contracting in the usud 
manner. Reasons for establishing a different patent policy are not 
disclosed in the Congressional reports. In the absence of testimony 
in committee, or debate in the Congress, the legislative history® 


19 These criteria are discussed hereinafter in part VIII of this article, Crirera | 
FOR DETERMINING TITLE IN THE GOVERNMENT. 
20 Hearings on H.R. 11881, supra note 6. i 

21 Hearings on S. 3609, supra note 7. 

22 Numerous bills were introduced in both the House of Representatives and the 
Senate. H.R. 11881 and S. 3609 were reported out. Unprecedented action was taken 
in that a Select Committee, composed of the majority leader, the minority leader and 
representatives from the key standing committees of the House, was selected and as- 
signed to consider testimony and to formulate a national policy. H.R. 11881 was 
essentially the original proposal of the President and became the subject of ex 
tensive testimony before the Select Committee between April 15 and May 12, 1988 
The testimony consisted of 1542 pages, and generally concerned questions of policy, 
relations between the military and various civilian agencies, propriety of military ¥. 
civilian control, employee pay considerations, and, especially, the nature of the problem 
of space research and development. 

This bill contained no special patent provisions and no testimony was given to 
suggest need for special legislation on inventions. However, a Committee staff 
report mentioned such need. No other considerations causing the House to include 
the special patent provisions are reported in the printed record. Nevertheless the 
Committee voted unanimously to file H.R. 12575 in replacement for H.R. 1188. 


B35 
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furnishes little guidance on whether a patent policy new to this 
country is implicit in its broad provisions which asset ownership by 
the Government as to inventions not specifically resulting from re- 
search and development work done at the expense of the Govern- 
ment. 

Some understanding of the views of the committee of conference 
may be had by reference to the Conference Report—Statement of 
the Managers on the Part of the House. But that statement fails 
to show reasons for the application of any new patent policy either 
as to space or aeronautics matters. The broad effects of such patent 


HLR. 12575 was passed by the House containing three subsections under Section 507, 
adapted from provisions of the Atomic Energy Acts, providing that: 

(a) Inventions or discoveries made under any contractual or other relation- 
ship with the agency should belong to that agency, unless waived by the Ad- 
ministrator, 

(b) When so waived the Administrator should retain the right to use and 
license others to use the invention and that in such a case he may pay, or re- 
quire licensees to pay, reasonable royalties for the use of the invention or 
discovery, and 

(c) When the Administrator does not waive ownership he may pay a 
cash award as compensation for the invention or discovery. 


In the Senate the hearings were held between May 6 and May 15, 1958. During 
these hearings no testimony was given favoring inclusion of special patent provisions. 
However, in the testimony of Deputy Secretary of Defense Donald A. Quarles, in 
response to a question as what patent provisions would apply under the bill, he 
stated that the bill (S. 3609) then had no specific patent provisions, and said further, 

Well, I think we have been assuming in the Department of Defense that the 
work that this agency would carry on with Government funds and for the 
Government would carry with it the same kind of patent provisions that our 
own work carries with it, and this is well established by law and practice, 
and I had assumed that the same practice would apply to the new agency. 

The patent provisions prescribed for use in Department of Defense contracts, con- 
tained in ASPR, Section IX, were then included for the record. With regard to in- 
ventions made by Government employees (including employees of the new agency) 
he noted that Executive Order 10096 applies and said, 


By this order, the Government obtains title when, under the policy enunciated 
in the order, the Government has a paramount interest, but where the equities 
of the employee are greater than those of the Government, the employee retains 
the title but the Government receives an irrevocable royalty-free license for its 
own use... . We have found in the Department of Defense that a license to 
the Government preserves all necessary rights, and leaving title with the 
employee so that he can receive any benefits from non-governmental com- 
mercial use provides an incentive to employees to make inventions. 

Subsequent to the hearings on S. 3609 patent provisions similar in language to those 
in H.R. 12575 were written into the bill and the bill was otherwise rewritten by the 
Committee. The Senate in passing the bill omitted the patent provisions in order to 
afford a full discussion thereof by the committee of conference established to resolve 
the differences. This committee drafted, among other amendments, entirely rewritten 
and expanded patent provisions, reported in H.R. Report No. 2166. The bill, thus 
amended, was passed by the Senate and House of Representatives, without further 
discussion, to become the National Aeronautics and Space Act of 1958. No opportunity 
was thus given to affected governmental agencies or industries for consideration of 
Capen provisions, either in the form adopted, or in the preliminary form in H.R. 


*8 H.R. Rep. No. 2166, 85th Cong., 2d Sess. (1958). 
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provisions upon Department of Defense programs, and upon’ th 


scientific institutions and industries whose cooperation under the | 
act is sought, may not have been recognized. 
The intent of the Congress might be inferred to some 
through a consideration of other factors. Two previous laws for 
the creation of a new civilian agency each contain a special Patent 
clause governing what the agency should do concerning title to ig. | 
ventions made in the conduct of the assigned program.** The specia 
patent provisions of these laws relate, not to work done under ai | 
tract, but to inventions or discoveries by employees of the Nation | 
Science Foundation in one case and, in the other case, to those made 
by officers, agents or employees of another department or office of 
the U. S. Government while assigned to perform services for the , 
Tennessee Valley Authority. Also, restrictions have been placed in. 
one previous case on the agency, by the Act creating it, to contract 
with industry only under the condition that inventions growing ott | 
of the contract should be owned exclusively by the Governmen, 
specifically in the creation of the Atomic Energy Commission. 
The enactment of the Atomic Energy Act of 1946,”5 like thx 
of this act, occurred under conditions of considerable stress an 
the general policy to be formulated was without precedent. The 
existence, in that situation, of a nearly exclusive monopoly by th 
Government of scientific and technical knowledge, and the lack of 
any appreciable private investment in atomic energy, permitted the 


24 The Tennessee Valley Authority Act of 1933, 48 Stat. 58, 16 U.S.C. § 831(4) | 
The provisions of interest here are: 

(i) To request the assistance and advice of any officer, agent, or employe | 

of any executive department or of any independent office of the United State ! 

. provided, That any invention or discovery made by virtue of and incidental 
to such service by an employee of the Government of the United States serving | 
under this section, or by any employee of the Corporation, together with ay 
patents which may be granted thereon, shall be the sole and exclusive property 
of the Corporation, which is hereby authorized to grant such licenses thereuni 
as shall be authorized by the board: Provided further, That the board may pay 
to such inventor such sum from the income from sale of licenses ag it my 
deem proper. 
The National Science Foundation Act of 1950, 64 Stat. 154, 42 U.S.C. § 1871, con | 
tains patent provisions as follows: 

(a) Each contract or other arrangement executed pursuant to this chapter 
which relates to scientific research shall contain provisions governing the dis 
position of inventions produced thereunder in a manner calculated to protect | 
the public interest and the equities of the individual or organization with wild | 
the contract or other arrangement is executed. . 

(b) No officer or employee of the Foundation shall acquire, retain, or tran 
any rights, under the patent laws of the United States or otherwise, in aty 
invention which he may make or produce in connection with performing 4 


assigned activities and which is directly related to the subject matter thereof. .. 
25 Statute cited note 2 supra. | 
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setting up of an exclusive Government ownership of inventions, 
without substantial taking away of privately acquired property. 
Indeed the compelling security needs were generally acknowledged 
to require a departure from business-Government relations of the 
usual kind, and the patent ownership provisions then adopted** were 
accepted quite generally as a necessary implementation of the security 
measures. 
While the space exploration aspects of the urgent long range 
envisioned for the new agency may be regarded as similar 
to the program for Government and private research in atomic 
energy” the National Aeronautics and Space Act includes, in ad- 
dition to space exploration, a wide realm of aeronautics activities 
neither new nor subject to exclusive Government monopoly. The 
authority granted to the Administrator to assert title to inventions or 
improvements in the aeronautics area whenever a relationship is 
found to any contract,’* agreement or understanding with the 
Administration, is not explained by this comparison with the Atomic 
Energy Act of 1946. 


Examination of the Atomic Energy Act of 1954 likewise does 


26 Sec. 11(a) of the Atomic Energy Act of 1946 is similar to § 151 of the Atomic 
Energy Act of 1954, except that in the Act of 1946 “inventions or discoveries useful 
solely in the production of fissionable material or atomic energy for a military 
weapon” may not be patented, while in the Act of 1954 those useful “solely in the 
utilization of special nuclear material or atomic energy in an atomic weapon” may 
not be patented. 

The Act of 1946 contains no provisions like those of § 152, relating to inventions 
made under Commission contracts, or those of § 151(d), requiring the Commissioner 
of Patents to notify the Commission of inventions to be reported under § 151. Sec. 
151 and 152 are set out in Appendix B of this article. 

7 Atomic Energy Act of 1946, 60 Stat. 756, 42 U.S.C. § 1801 (1952) provides: 

It is the purpose of this Act to effectuate the policies set out in section 1(a) 
by providing, among others, for the following major programs relating to 
atomic energy : 

(1) A program of assisting and fostering private research and development 
to encourage maximum scientific progress ; 

(2) A program for the control of scientific and technical information which 
will permit the dissemination of such information to encourage scientific prog- 
ress, and for the sharing on a reciprocal basis of information concerning the 
practical industrial application of atomic energy as soon as effective and 
enforceable safeguards against its use for destructive purposes can be devised; 

(3) A program of federally conducted research and development to assure 
the Government of adequate scientific and technical accomplishment ; 

(4) A program for Government control of the production, ownership, and 
use of fissionable material to assure the common defense and security and to 
insure the broadest possible exploitation of the fields; and 

(S$) A program of administration which will be consistent with the fore- 
going policies and with international arrangements made by the United States, 
and which will enable the Congress to be currently informed so as to take 
further legislative action as may hereafter be appropriate. 


%8 See Space Act of 1958, § 305(j)(2) for definition of contract. 
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not provide a precedent for the control of patents of unclassified 


and non-military type, since national security was still a large factor 
in atomic energy in 1954, and little opportunity had yet been afforded 
to industry, because of classification and other controls, to develop 
proprietary interests in private research, facilities, materials or patents, | 
However, the Act of 1954 revised a number of patent Provisions | 
of the 1946 Act, and is, for that portion of the Act, largely a replace. 
ment rather than an addition to the earlier law. As rewritten, thog | 
provisions” are similar in substance though not in detail to the new 
provisions incorporated in the National Aeronautics and Space Act, 
The clauses of the latter are so like corresponding clauses of the 
AEC Act as to suggest that the AEC Act was the model from 
which the NASA Act was prepared. 


V. Discrerion or ADMINISTRATOR 


The AEC Act provisions, lodging with the Commission title 
to all inventions useful in the production and utilization of special | 
nuclear materials in an atomic weapon, and made under contract | 
(or other arrangement) have been extended to the non-mili 


aspects*” of aeronautical and space activities in which knowledge | 


and technology are shared by the scientific community at large, 
The granting of authority to assert exclusive public ownership pur- 
suant to section 305 over inventions in these former areas of private 
enterprise, when such are related to a contract, agreement, or under- | 
standing with the Administration, is a further extension of the policy 
of the AEC Act into private enterprise areas. But in this case it is | 
done without the compelling security reasons present in the AEC 
situation. 

The Congress has placed unusual responsibility and discretion 
in the Administrator, as was also done with the AEC, for the interpre- 
tation and administration of the law. He may either retain tight con- | 
trols over property rights within the broad statutory definitions, or 
secure through commercial incentives the maximum participation 
of industry and the scientific community in the program. This | 
discretion does not extend fully to the determination of the type of 


29 See Appendix B of this article. 

30 See discussion under Part III of this article. National defense aspects of 
aeronautical and space activities, excluding weapons systems, etc., logically could { 
not have been the reason for the lodging of title in the Government, nor 
security requirements have been the reason in this predominantly unclassified area, 
both of which reasons were compelling in the policy for AEC. 
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rent clauses to be used in contracting with scientific institutions 
and industry. Instead he presumably must make it clear in each 
contract that he has the authority to determine ownership of any 
resulting inventions, whether or not it is in an area where he would 

erally prefer to waive title, including, for example, the comple- 
tion of something through contract that is largely already developed 
at private expense. He has authority to waive title whenever it ap- 
to be in the best interest of the United States to do so, subject 
to a royalty-free license for use by the United States or any foreign 
country pursuant to treaty or agreement.** But he is not given au- 
thority to waive the reporting requirements of section 305(b) in 
each contract, or to waive the reports by the cooperating “con- 
tractor” to the Commissioner of Patents, which set out the relation- 
ship of the invention to any contract or agreement concerning any 
invention filed in the Patent Office which appears to the Com- 
missioner of Patents to have significant utility in the conduct of 
aeronautical and space activities. It should be noted that every in- 
ventor who files a patent application believed to have this “utility” 
must make such a report before the Commissioner of Patents can 
issue a patent to him. This applies to all inventions in the affected 
field, whether of domestic or foreign origin and regardless of the 
fact that no relationship to the work of any Administration contract 
could have existed. The test for requiring the report is not the 
existence of a relationship, close or remote, but the nature of the 
invention. 

The discretion of the Administrator might be exercised in quickly 
eliminating certain invention areas from the requirement that the 
patent issue to the United States so that the public might eventually 
be informed that this is not within the desired Government monopoly, 
regardless of its relationship to any Administration contract. Under 
section 305(e) the Administrator could determine, subject to review 
there provided, within five years of the issuance of the patent, that 
an invention had a sufficient “relationship” to a contract or under- 
standing, and even though this was not known to the inventor, or 
the invention in any way paid for by the Administration,® title 


81 Space Act of 1958, § 305(f). 

82 This appears not at all a remote possibility in the case of other employees of the 

vernment who may have made inventions in and around their own field of duty 
assignment; for example in aero-medical and aeronautical fields, where extensive 
research and development is being carried on by Department of Defense, Department 
of Health, Education and Welfare, and other agencies. Such an inventor may be 
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might lodge in the Government. It would be within the discretion 
the Administrator to publish ground rules in this regard. 

Of particular importance will be the determinations of the Ad 
ministrator pursuant to recommendations of the Inventions and Cg, 
tributions Board.** These determinations apparently will be th. 
means for establishing the extent to which there is a change inith 
rights of private ownership in inventions having some degree | 
relationship to the work of the Administration. While he may }| 
obligated in every contract to safeguard his right to determine jy 
each case whether the invention shall belong to the Government y 
the inventor, he might establish and promulgate rules and. regy 
lations** by which such determinations will be governed. 


VI. Ruicurts INVENTIONS OF GOVERNMENT EMPLOYEES 
UNDER THE ACT } 


This discussion has so far been concerned with inventions ma¢ 
by contractors and organizations of a private ownership kind jp. 
volved in work of the Administration. Insofar as the work is to bk 
done under private management the invention rights so far discusse 
are, of course, most important. 

However, inventive contributions to the program may come it 
comparable numbers from two government sources. First, it is note 
that the National Advisory Committee for Aeronautics has con 
ducted its research almost entirely within government laboratories* 
Under section 301 the work of the National Advisory Committe, 
for Aeronautics and all its properties are transferred to the Admin 
stration, effective within ninety days. A considerable percentage | 
of the Administration research and development work may ther. 


unaware, until afterward, that his contributions were closely related to a Natl 
Aeronautics and Space Ademiniakeation Jhereinafter referred to as NASA) project o 
that his work done in advancement of a military weapon system, was also subject toa 
cooperative agreement with NASA. In the complex and interdependent aspects of al 
modern aeronautical weapon systems it also seems likely that employees of contractors 
or subcontractors under some management types of contract, may frequently len 
after filing a patent application of such a relationship on a higher echelon. 

33 Space Act of 1958, § 305(f) calls for this Board to hold a hearing and mak 
a recommendation concerning each proposed waiver. 

34 Space Act of 1958, § 305(g) requires him to determine and promulgate regu 
tions specifying terms and conditions upon which licenses will be granted under 
Administration-held patents. The assertion of title under § 305(d) and (e) is subject 
to review by the Board of Patent Interferences and the CCPA but the waiver 
decision is final on his own authority. There is reason, therefore, to hope that ff ( 
rules will be published. 

85 Testimony of Dr. Hough L. Dryden, supra note 6. 
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fore be done by its own employees. Second, employees of other 
government laboratories are of particular importance to any pro- 

involving missiles and rocketry. In these matters all three Serv- 
ices within the Department of Defense maintain laboratories of 
dominating importance. In these laboratories and at Defense head- 
quarters are the majority of the government experts in rocketry. 
Their assistance and the use of the extensive test ranges now in 
operation for defense purposes may form the backbone of the 
rocketry effort of the Administration for some time to come, unless 
new concepts are soon utilized to provide new sources of rocket 
power. Also in matters generally classified as “space medicine,” 
defense agencies have much of the personnel and facilities from 
which past progress has come. These will be important to the Ad- 
ministration. Especially in these two fields, the contributions to 
the aeronautics and space program may come in a large degree from 
employees of the Government in other agencies. 

Of what significance to the patent law are these facts? The 
National Aeronautics and Space Act is not explicit as to how rights 
are to be determined for inventions made, either by employees of the 
Administration, or by employees of other agencies, who may make 
inventions while doing work under some agreement with the Ad- 
ministration. What, then, is the rule to be applied? It appears 
that two rules must be applied, depending on whether the inventor 
is employed directly by the Administration, or indirectly through 
loan, agreement or other understanding with another agency. (This 
problem may be considerably reduced upon the adoption of policies 
to avoid it as discussed under the section dealing with discretion of 
the Administrator.) But to provide an understanding of the basis 
of this anomaly a short review will be given of the treatment of 
nghts in inventions of government employees.* 

Within the Department of Defense, which accounts for the 
majority of the job-related inventions made by all government 
employees,** the policy long ago developed that title should remain 
with the inventor, subject to a license for royalty-free use by the 
Government, unless the inventor had been hired to invent or to make 


38 This matter has been more fully analyzed in Finnigan & Pogue, Federal Em- 
ployee Invention Rights—Time to Legislate, 55 Micu. L. Rev. 903 (1957). 

8? Data on cases reported to the Chairman of the Government Patents Board are 
complete through June 30, 1954. From a total of 1810 reported cases, sixty-six 
per cent came from defense personnel. Data since June 30, 1954 are incomplete but 
show a similarly large fraction of defense origin. 
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or improve substantially the subject matter of the invention.® J, | 


most cases this resulted in free license rights for all government) 
uses, but left ownership in the inventor so as to provide an incentiyg 
for making or disclosing inventions and, when made, for bringing | 
them into commercial form so that the public might benefit thereby, 

Since the promulgation of Executive Order 10096* in 1950 mog 
inventions of employees of the Government are subject to determing. 
tion of rights under the Executive Order.*° The employing agency 
now makes a “determination” of rights in accordance with its inter. 
pretation of that Order, and of the available decisions by the Chair. 
man, rather than applying for itself the pertinent court decisions! 
Any such determination is forwarded to the Chairman of the Govem. 
ment Patents Board, for his “decision,” whenever less than tit 
is taken on behalf of the Government. However, when it is de. 
termined that the Government should receive title the determination 
is not reviewed by the Chairman unless the inventor appeals from the 
determination. Under the Executive Order from about twenty-two 
to thirty-nine percent of all employee inventions, differing in the 
several years, come into ownership by the Government. Comm 
public service agencies have retained title to nearly all employee 
inventions.*? The Chairman of the Government Patents Board ha 
stated that he construes the Executive Order in accordance with 
the law as revealed in the court decisions** rather than according to 
the strict reading thereof, inasmuch as the strict interpretation would 
be contrary to law.** 


In the absence of any statement in the National Aeronautics and 
Space Act as to the rights of employees of the Administration, these 
rights apparently are to be determined under Executive Order 10096, 
Thus arises a problem of equitable treatment of the employee-inven- | 


88 This policy followed the pertinent court decisions of which the following are | 
noted: Gill v. United States, 160 U.S. 426 (1896); Standard Parts Co. v. Peck, 24 | 
U.S. 52 (1924); Houghton v. United States, 23 F.2d 386 (4th Cir.) cert. denied, 
277 U.S. 592 (1928); United States v. Dubilier Condenser Corp., 289 U.S, I” 
(1933). 

89 37 C.F.R. § 300 (Supp. 1956), 32 J. Par. Orr. Soc’y 724 (1950). 

40 Inventions of employees of AEC are exempt from this order, and AEC inventors _ 
generally do not retain rights to their inventions. See also note 24 supra. b 
41 For a discussion of the variations in practice between the agencies operating 
under Exec. Order No. 10096, see Finnigan & Pogue, supra note 36, at 917-24, | 

42 Ibid. 

43 Cases cited note 38 supra. 

44 Hearings Before Subcommittee No. 3 of the House Committee on the Judiciary, : 
85th Cong., 2d Sess., ser. 15, at 25-26 (1958). | 
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tor, since two standards become effective, one when the Act applies, 
and the other when master-servant relationships developed by the 
courts apply. 

The employee of the Administration is entitled to a determination 
of rights as to inventions made in the course of his employment 
under the Executive Order. The decisions of the Chairman there- 
under are, as noted, based on a construction of the Executive Order 
which brings it into approximate agreement with the rules in the 
court decisions. This cannot add up to a policy of taking title as 
required in contracts and other arrangements of the Administration. 
However, should the Administrator determine that title will be taken 
in all cases to inventions of employees of the Administration, such 
determinations would not come up for review by the Chairman under 
the Executive Order. But this would not eliminate the dual standard 
for treatment of employee rights. This is apparent when it is con- 
sidered that some considerable percentage of the inventions subject 
to control under the act may come from employees of other agencies 
of the Government, especially from the Department of Defense.*® 
How much this unequal treatment as between similarly employed 
government inventors*® can be alleviated by wise administration of 
the act remains for later analysis. Also the function of the Chairman 
of the Government Patents Board for such inventions is presently 
in doubt,” both as to the employees of the Administration and of 
the defense agencies, when the inventions have the “utility” and 
“relationship” requisite to vesting the decision solely in the Adminis- 
trator. 


45 In the new Act the control by the Administrator is not limited to situations of 
financial support or use of Administration equipment and facilities, and the re- 
strictive provisions become applicable merely upon a finding of significant utility in 
aeronautical and space activities. A conflict between widely differing patent policies 
is thus inevitable if agreements for cooperation are undertaken. Section 203(b) (6) 
provides for the use by NASA of services, equipment, personnel, and facilities of 
Federal agencies and requires that, “Each department and agency of the Federal 
Government shall cooperate fully with the Administration in making its services, equip- 
ment, personnel, and facilities available to the Administration. . . .” Thus, employees of 
a department temporarily performing some free service for the NASA at a depart- 
mental installation fall at least in part within the patent provisions of the Act, and 
the departments and their employees are not left free under the Act to decline 
to render their services, or to determine ownership of resulting inventions. 

46 The extent of similar employment in defense agencies may be seen by reference 
to areas of interest for NASA, Space Act of 1958, supra note 9. 

#7 A main reason urged for the continuance of the function performed by the 
Chairman is the uniformity of treatment which may be provided by consideration by 


an independent agency of cases from all agencies of Government. See Hearings, supra 
note 44, at 22, 39, 
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VII. Errect or Ricuts Provisions oN PROCUREMENT 


Since only one other agency has been created under the mandgy 
to take title to all inventions (except as waived) coming out of jg 
contracts, it is natural to look to the experience of that agency tp 
see whether such restrictions are conducive to maximum advange. 


ment of its program. Unfortunately little has been published cop.’ 


cerning the operations of the Atomic Energy Commission in thy 
respect.** There has been a considerable reaction on the part of 
affected industry to the continued restrictions on private ownership 
of inventions related to new equipment and processes in view of 
the lapse of the need for secrecy and of the purpose announced ip’ 
the Atomic Energy Act of 1954 to encourage participation by private. 
industry.“ This reaction was accorded a public hearing at th 
Atomic Energy Commission on April 15, 1958.°° Evaluation of 
the real effectiveness and extent of such reaction is a very difficul 
and elusive matter which has recently received the attention of 4, 


number of serious studies.°' Mr. Richard Tybout has presented " 


48 The AEC experience under rigid title provisions seems not to have been co 
sidered in the adoption by the Congress of similar rigid title provisions for the ney 
Administration. While hearings had been held on April 15, 1958, for the purpos | 
of critical examination of the question, it does not appear that the resulting testimony 
was available to the committees of the Congress when the rights provisions wer 
adopted for the Administration. i 

49 Supra note 2, § 3(d), at 922. One purpose is stated as follows: “a progran 
to encourage widespread participation in the development and utilization of atomic! 
energy for peaceful purposes to the maximum extent consistent with the common ¢ 
fense and security and with the health and safety of the public.” 

50 These hearings were held with a view to possible recommendation of new legis 
lation to relax the title policy of the AEC or to modify operations thereunder. Durig 
these hearings evidence was presented as to the reluctance of industry to enter co 
tracts under which title to inventions and technical data lodges in the Government 
especially in those cases where some established commercial position had been st 
up independently of Commission support. Business concerns apparently have frequent 
refused to so contract with the AEC except in areas where they have previously mi 
done privately sponsored research, so as not to be forced to give up inventions ai 
technical data at least partly developed at private cost. Also the heavy duty of r 
porting in justification of retention of privately developed technical data and i 
ventions was stated to considerably increase the uncertainty of doing business with | 
the Commission. The inability to obtain a timely decision on any petition for waiver a 
title by the Commission until too late to take patent action was cited to show that th 
waiver provision of the Atomic Energy Act (authority similar to that of the A¢ 
ministrator) did not provide suitable relief in cases of inventions of primary! 
private contribution and interest. 

51 Studies were prepared for the Subcommittee on Patents, Trademarks, a 
Copyrights of the Committee on the Judiciary of the United States Senate entitle: 
Frost, The Patent System and the Modern Economy, S. Doc. No. 22, 85th on 
Sess. (1957); Palmer, Patents and Nonprofit Research, S. Doc. No, 55, 85th Cong, 
1st Sess. (1957) ; Melman, Impact of the Patent System on Research, S. Doc, No. 2%, 
85th Cong., 2d Sess. (1958); Allen, Economic Aspects of Patents and the Amero 
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study of the contract practices of the Atomic Energy Commission,’* 
but with little information as to the effect of the title clauses on the 
ability to attract proposals for new and hopeful lines of research. 
Small Business has been attracted to the field to some degree, though 
y. pethaps primarily by firms whose business is research."* Large busi- 
‘ance: yess firms have accounted for the bulk of the contracting. A par- 
C0 ticular type of partnership between Government and industry has 
n ths proven successful in the management of atomic energy research and 
ut of development done through the Sandia Corporation. Contracts of the 
ership) Commission generally require inventions to be assigned to the 
‘w of Government but may leave a license in the contractor.” 
ed in’ A number of agencies of the Department of Defense have some 
fivatt concern as to the effect of the new provisions upon their own 


Patent System: A Bibliography, S. Doc. No. 236, 85th Cong., 2d Sess. (1958) ; 
On Of | \yschlup, An Economic Review of the Patent System, S. Doc. No. 236, 85th Cong., 
fficult 2d Sess. (1958). 

52 TypouT, GOVERNMENT CONTRACTING IN AToMIC ENERGY (1956). 

| 58 [bid. 

ited: 84 Ibid. Since the research work of the Commission is predominantly carried out 
____ in a few large laboratories financed by the Government and operated for the Govern- 
, ment under contract, this accounts for the bulk of the Commission contract ex- 
the Penditures. . 

purpos| 55 Prince, Sandia Corporation, A Science-Industry-Government Approach to 
stimony | Management of a Special Project, 17 Fev. B.J. 432 (1957). 

ns wet 66 The Commission includes in its contracts three types of patent provisions, desig- 
nated as types A, B and C. Under type A provisions, no rights are reserved to 
progran the contractor, although such rights might be given him as a result of administrative 
atomic’ determination. Type A provisions are used : 


mon de- [When the work to be performed or the material or equipment to be fur- 

nished by the contractor is of such character that any inventions or discoveries 
w legis. that may be made probably will relate directly to or concern some phase of the 
During research or development work which AEC conducts or sponsors. 


ter co Type B provisions likewise reserve for the Commission the right to grant patent 
ernment, tights to the contractor as a result of administrative determination, but specify that 
been st the contractor shall at least retain a nonexclusive, irrevocable, royalty-free license 
equenth , for any patent arising out of his work. Type B provisions are used: 


usly no [When the work to be performed or the material or equipment to be fur- 
jons ant nished by the cont: actor is of such character that any inventions or discoveries 
y of tt that may be made probably (a) will relate only incidentally (and not directly) 

B | to some phase of the basic research or development work which AEC conducts 
ess with or sponsors, but (b) will relate to a field of work in which the contractor has 
yor “f an established industrial and patent position. 


the Ad Type C patent provisions permit the contractor to retain as a minimum a sole (except 
oo | against the government or its account), irrevocable, royalty-free license with the sole 
rimariy right to grant sublicenses. Type C provisions are used : 


mie _(W]hen the work to be performed or the material or equipment to be fur- 
: i ed: nished by the contractor is of such character that any inventions or discoveries 
en ie that may be made will probably: (a) relate only incidentally (and not directly) 
+ | to some phase of the basic research or development work which AEC conducts 
No 2k or sponsors, (b) relate to a field of work in which the contractor has an estab- 
(oats lished industrial and patent position, and (c) result from routine development 


or production work by the contractor. 
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contracting in the fields of aeronautics, rocketry, aviation medicine | 
and related matters, because their contracts produce techniques and 
products inseparable from the “utility” which is the criterion fo; 
control by the Administration, and may not be free from the “te. 
lationship” through which the control can be asserted. 

The policy of the Department of Defense as to property rights in | 
inventions made in the performance of a contract calling for research 
and development work has developed through long experience 3 
the policy best adapted to encourage participation in the defens 
effort by the scientific community and industry generally, and, x 
the same time, provide for the Government all of the rights required 
for effective military procurement. Under the ASPR provisions the | 
contractor may file a patent application on any invention and thereby | 
retain rights for commercial development and marketing, subject to 
a license for royalty-free use by the Government, or if he desires 
not to file a patent application, the Government may assume owner. 
ship and file a patent application in its own interest. A very broad. | 
based expansion of research in military-related fields among scientific. 
institutions and industry groups, of great benefit to the national de. 
fense and to the general economy, has occurred under this policy of | 
mutual respect for property rights. It is a policy now well market. 
tested and of acknowledged value in Department of Defense con- 
tracting.™” 

Because a policy has worked well in one setting does not of cours} 
prove its value in the hands of others for a different purpose, nor does 
it establish that some other policy would have been less effective, 


57 Contra, Melman, S Doc. No. 236, 85th Cong., 2d Sess. (1958). He shows that 
the number of research scientists and engineers in the U.S. increased from 87,000 in 
1941 to 194,000 in 1954, while the number of patents granted decreased, and that | 
the number of technical personnel employed increased from 42,000 to 691,000 in the 
same period. The index of patent activity dropped from 100 to 8 in that period ani 
he concludes at page 29 that patents do not provide a clue to employment in research | 
He finds at page 54 that large laboratories associated with manufacturing which art 
denied exclusive patent positions (A.T. & T. and I.B.M. pursuant to anti-trust suits) | 
will increase, rather than curtail their research efforts. He concludes at page 8 
that there is nothing to indicate that the absence of a patent system would diminish — 
the scope and character of scientific research in universities, and that expenditure 
by business for their own research would not be appreciably diminished, since com , 
petitive pressures, which are the main impetus, would still operate. 

Mr. Machlup in Study No. 15, supra note 51, examines the patent system from the 
point of view of an economist. He concludes at page 80 that a definite answer cannot | 
be given, but that it would be irresponsible to recommend to a large industrial 
country which had no patent system that one should be set up, or to a country having - 
one that it should be discontinued. See also “Investigation of Government Patent 
Practices and Policies--Report and Recommendations of the Attorney General to 
the President”, (1947) Vol. 1, pp. 77-108. 
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icin ©The departure from any established fair policy in dealing with in- 
sang. dustry or the public does of course cause losses not easily repaired. 
1 for © The adverse effect of the impact of the patent policy upon the 
“te. national defense, which may be brought on by the rights provisions 
of the National Aeronautics and Space Act, will be difficult to 
ts in assess and may emerge somewhat obscurely. Any beneficial effect 
seems at least more obscure, if envisioned at all.** 
e 45 The experience of the Department of Health, Education and 
fen Welfare could be mentioned as a possible guide to the effect of re- 
d, at strictive patent provisions in contracts for research. It has been the 
wired general policy of that department to assert title to inventions made 
in the field of public health, in keeping with a substantial body of 
reby opinion that all medical research results are for the public welfare and 
ctto ought not to confer benefits upon any private interest, if paid for 
esires by public funds. Such was the policy of that department in con- 
ner. nection with the cancer research program, and exclusive licenses 
road-| had not been granted under their patents. However, it has recently 
ntific| + become apparent that the department could not secure the services of 
Ide. some manufacturers of medical supplies developed under contract 
yof under this policy. Upon reappraisal of its effects the policy has now 
rket-| been altered to permit the granting of exclusive rights to its con- 
con-| tractors when the public welfare is served thereby. 


Ouse | VIII. Crrrerta For DETERMINING TITLE IN THE GovERNMENT 


One further feature of the Act is of importance in examining its 
impact upon the usual concepts of patent rights of employee-employer 
sti,  ‘telationships. This is found in the wording of the criteria for de- 
00 in termination by the Administrator that an invention by the employee 
of a contractor shall be the property of the United States. 
arch «-CUNder section 305(a) any invention made in the performance 
ch at of any work under any contract (proposed or actual, or any agree- 
ge 2 ++‘ Ment, understanding or other arrangement) with the Administration 
minis shall be the exclusive property of the United States and any patent 


5 


58 The American Patent Law Association strongly opposed the policy of exclusive 
ym the ownership of inventions growing out of contracts with the Government as being con- 
cannot -—«- trary to the public interest. The statement of opposition applied to H.R. 12575, and 
ustrial to H.R. 7639 relating to defense contracts, both of which were then pending, and 
having to the present provisions in the AEC Act of 1954. American Patent Law Ass’N, 
Patent BuLteTin, JUNE 1958 at 161-67. 


ral to a Patent, Trademark and Copyright Weekly Reports, No. 7, Part 1 at V, Sept. 8, 
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thereon shall issue to the Administrator (unless he shall waive title) 
if he determines: (1) the inventor was employed or assigned to per. 
form research, development or exploration work and the invention 
is related to such work, or within the scope of his employment duties, 
regardless of whether made during working hours, or with a con. 
tribution by the Government of facilities, equipment, materials, 
allocated funds, information proprietary to the Government, or 
services of Government employees during working hours; or (2) 
the inventor was not employed to perform research, development 
or exploration work, but the invention is related to the contract, 
or work or duties assigned, and was made either during working 
hours, or with a contribution from the Government as defined in 
clause (1). 

It should be noted that no criteria of the type set out in § 305 (a) 
have heretofore ever been established by U.S. law for use as be- 
tween master and servant, nor have they heretofore been employed 
between the Government and its contractors. While the Atomic 
Energy Commission operates under a similar policy of taking title, 
no such criteria are set out for the AEC. These criteria apparently 
originated from those proposed by the Chairman of the Govern- 
ment Patents Board® to the Subcommittee on Patents, Trade Marks 
and Copyrights of the House Committee on the Judiciary for use 
in determining rights between Government and its employees, but 
with important differences. Criteria as presently employed in the 
decisions of the Chairman of the Government Patents Board on 
rights as between Government and its employees are quite different 
in that: (1) GPB decisions taking title for the Government are 
based on the invention being “directly related to such work,” where- 
as here the omission of the word “directly” from the criteria in the 
Act broadens the scope of the title taking, (2) the second criterion 
for lodging title in the Government expresses approximately a cit- 
cumstance in which a Government employee now retains title sub- 
ject to a free license to the Government,®' and (3) the criteria in 


60 Supra note 44, at 41. 

61 The right of the Government to the use, as contrasted to the ownership, of in- 
ventions made by its employees when related to their official duty or made with a 
contribution by the Government is governed primarily by limitations on the right of 
the employee to sue in the Court of Claims. In the absence of the right to bring suit 
the Government is regarded as having a license for royalty-free use of the invention 
The controlling provision of 28 U.S.C. § 1498 (1952) is: 

A Government employee shall have the right to bring suit against the Govern 


| 
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the Act do not provide rights of the “shop right” type in which the 

Government is entitled to only a license.* The situation of license 

only in the Government under this Act arises only where the Ad- 

ministrator waives title in the United States but reserves a free 

license and a right to grant free licenses to foreign governments 
ant to international agreement or treaty. 

These are new and untried principles in the matter of invention 
ownership which extend to all contract relations of the Administra- 
tion. They are open to interpretation as including the arrangements 
for cooperation with the Department of Defense. For example, the 
Administrator could arrange for the firing of a Defense missile for 
some Administration objective at Cape Canaveral, or other military 
facility, making use only of military equipment and personnel and, 
yet, the Administrator seems to be empowered to take full title to 
any inventions which might be made in connection with that work. 


IX. ConcLusions 


The unfortunate choice of language in setting forth a policy of 
Government monopoly in space matters to include also aeronautical 
and other military matters is at the root of the impact of the rights 
in inventions provisions upon the patent system generally. It is of 
importance to the national defense in apparently much greater de- 
gree than the assertion of a Government monopoly in strictly space 
matters. But as the law is written the two areas are inseparable. 

The features appearing to interfere with the objectives of the Act 
and to carry implicit harm to the patent system are set out to elicit 
careful consideration and analysis of the injury to the national de- 
fense, in return for which mo substantial benefit is foreseen. 

The patent provisions of the National Aeronautics and Space Act 
of 1958 represent a significant departure from a long-established 
governmental patent policy. Whether sound or unsound, the pro- 


ment under this section except where he was in a position to order, influence, 
or induce use of the invention by the Government. This section shall not confer 
a right of action on any patentee or any assignee of such patentee with respect 
to any invention discovered or invented by a person while in the employment 
or service of the United States, where the invention was related to the official 
functions of the employee, in cases in which such functions included research 
and development, or in the making of which Government time, materials or 
facilities were used. 
_— For an analysis of the problems of Government ownership and rights determina- 
tions concerning inventions of employees see Forman, United States Patent Owner- 
ship Policy and Some of its Administrative Implications (pts. 1-8), 38 J. Pat. Orr. 
Soc’y, 380, 478, 534, 647, 705, 762, 866 (1956); 39 J. Pat. Orr. Soc’y, 62 (1957). 
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visions will unquestionably have significant effect on science-industry. 


government cooperation in research and development, on gover. 
ment procurement, and on hiring and retention of competent gov- 
ernmental scientific personnel. Moreover, the impact of the pro- 
visions on the established multibillion dollar aeronautics ind 

is likely to be of considerable magnitude. It is therefore quite sur. 


prising that such a far-reaching policy was enacted with little op. | 


portunity for industry and the affected government agencies, jp. 
cluding the Department of Defense itself, or for economists, scien- 
tists, or others who have major interests and significant experience 
in such matters to present viewpoints and information. While mod- 
eled closely after the Atomic Energy Act of 1954, the provisions 
of this Act, unlike that Act, are explicitly made applicable to a long. 
established industry, and the Administration’s functions directly 
affect major programs of other government agencies. The special 
patent provisions of the Atomic Energy Act were supported by 
compelling national security requirements, which are of little force 
in the predominantly unclassified work of the new agency. Further 
consideration by the Congress of the advisability of the provisions 
appears most desirable in order to give other government agencies, 
affected industries, scientists and other experts adequate opportunity 
to present information and experience viewpoints on the impact of 
these provisions. 


APPENDIX A 
Sections 305 Anp 306 Or THE Agronavtics Anp Space Act Op }08 


PROPERTY RIGHTS IN INVENTIONS 


Sec, 305, (a) Whenever any invention is made in the performance of any work | 


under any contract of the Administration, and the Administrator determines that— 


(1) the person who made the invention was employed or assigned to per- 
form research, development, or exploration work and the invention is related to 
the work he was employed or assigned to perform, or that it was within the 


scope of his employment duties, whether or not it was made during working | 


hours, or with a contribution by the Government of the use of Government | 


facilities, equipment, materials, allocated funds, information proprietary to the 


Government, or services of Government employees during working hours; or - 


(2) the person who made the invention was not employed or assigned t0 
perform research, development, or exploration work, but the invention is never- 
theless related to the contract, or to the work or duties he was employed of 
assigned to perform, and was made during working hours, or with a contribu- 
tion from the Government of the sort referred to in clause (1), 


such invention shall be the exclusive property of the United States, and if such in- 
vention is patentable a patent therefor shall be issued to the United States upon ap- 
plication made by the Administrator, unless the Administrator waives all or any part 
of the rights of the United States to such invention in conformity with the provisions 
of subsection (f) of this section. 

(b) Each contract entered into by the Administrator with any party for the 


| 
— 
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of any work shall contain effective provisions under which such party 
shall furnish promptly to the Administrator a written report containing full and 
complete technical information concerning any invention, discovery, improvement, or 
jnnovation which may be made in the performance of any such work. 

(c) No patent may be issued to an applicant other than the Administrator for 
any invention which appears to the Commissioner of Patents to have significant 
utility in the conduct of _aeronautical and space activities unless the applicant files 
with the Commissioner, with the application or within thirty days after request therefor 
by the Commissioner, a written statement executed under oath setting forth the 
full facts concerning the circumstances under which such invention was made and 
stating the relationship (if any) of such invention to the performance of any work 
under any contract of the Administration. Copies of each such statement and the 
application to which it relates shall be transmitted forthwith by the Commissioner 
to the Administrator. 


(d) Upon any application as to which any such statement has been transmitted to 
the Administrator, the Commissioner may, if the invention is patentable, issue a 
t to the applicant unless the Administrator, within ninety days after receipt of 
such application and statement, requests that such patent be issued to him on behalf of 
the United States. If, within such time, the Administrator files such a request with 
the Commissioner, the Commissioner shall transmit notice thereof to the applicant, 
and shall issue such patent to the Administrator unless the applicant within thirty 
days after receipt of such notice requests a hearing before a Board of Patent Inter- 
ferences on the question whether the Administrator is entitled under this section to 
receive such patent. The Board may hear and determine, in accordance with rules and 
procedures established for interference cases, the question so presented, and its de- 
termination shall be subject to appeal by the applicant or by the Administrator to 
the Court of Customs and Patent Appeals in accordance with procedures governing 
appeals from decisions of the Board of Patent Interferences in other proceedings. 


(e) Whenever any patent has been issued to any applicant in conformity with sub- 
section (d), and the Administrator thereafter has reason to believe that the statement 
filed by the applicant in connection therewith contained any false representation of any 
material fact, the Administrator within five years after the date of issuance of such 
patent may file with the Commissioner a request for the transfer to the Administrator 
of title to such patent on the records of the Commissioner. Notice of any such re- 

t shall be transmitted by the Commissioner to the owner of record of such patent, 
and title to such patent shall be so transferred to the Administrator unless within 
thirty days after receipt of such notice such owner of record requests a hearing before 
a Board of Patent Interferences on the question whether any such false representation 
Was contained in such statement, Such question shall be heard and determined, and 
determination thereof shall be subject to review, in the manner prescribed by sub- 
section (d) for questions arising thereunder. No request made by the Administrator 
under this subsection for the transfer of title to any patent, and no prosecution for 
the violation of any criminal statute, shall be barred by any failure of the Administra- 
tor to make a request under subsection (d) for the issuance of such patent to him, 
or by any notice previously given by the Administrator stating that he had no ob- 
jection to the issuance of such patent to the applicant therefor. 


{f) Under such regulations in conformity with this subsection as the Administrator 
shall prescribe, he may waive all or any part of the rights of the United States 
under this section with respect to any invention or class of inventions made or which 
may be made by any person or class of persons in the performance ot any work re- 
quired by any contract of the Administration if the Administrator determines that the 
interests of the United States will be served thereby. Any such waiver may be made 
upon such terms and under such conditions as the Administrator shall determine to be 
required for the protection of the interests of the United States. Each such waiver 
made with respect to any invention shall be subject to the reservation by the Ad- 
ministrator of an irrevocable, nonexclusive, nontransferrable, royalty-free license for 
the practice of such invention throughout the world by or on behalf of the United 
States or any foreign government pursuant to any treaty or agreement with the 
United States. Each proposal for any waiver under this subsection shall be re- 
ferred to an Inventions and Contributions Board which shall be established by the 
Administrator within the Administration. Such Board shall accord to each interested 
party an opportunity for hearing, and shall transmit to the Administrator its findings 
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of fact with respect to such proposal and its recommendations for action to be taken 
with respect thereto. 

(g) The Administrator shall determine, and promulgate regulations Specifying, 
the terms and conditions upon which licenses will be granted by the Administration 
for the practice by any person (other than an agency of the United States) of any 
invention for which the Administrator holds a patent on behalf of the United States, 


} 


(h) The Administrator is authorized to take all suitable and necessary steps to | 


protect any invention or discovery to which he has title, and to require that con 
or persons who retain title to inventions or discoveries under this section protect the 


inventions or discoveries to which the Administration has or may acquire a license — 


of use. 

(i) The Administration shall be considered a defense agency of the United States 
for the purpose of chapter 17 of title 35 of the United States Code. 

(j) As used in this section— 


(1) the term “person” means any individual, partnership, corporation, as. | 


sociation, institution, or other entity ; 
(2) the term “contract” means any actual or proposed contract, 


understanding, or other arrangement, and includes any assignment, substitution 


of parties, or subcontract executed or entered into thereunder; and 
(3) the term “made”, when used in relation to any invention, means the 
conception or first actual reduction to practice of such invention. 


CONTRIBUTIONS AWARDS 


Sec. 306. (a) Subject to the provisions of this section, the Administrator is ay. 
thorized, upon his own initiative or upon application of any person, to make a 
monetary award, in such amount and upon such terms as he shall determine to be 
warranted, to any person (as defined by section 305) for any scientific or technical 
contribution to the Administration which is determined by the Administrator to have 
significant value in the conduct of aeronautical and space activities. Each application 
made for any such award shall be referred to the Inventions and Contributions Board 
established under section 305 of this Act. Such Board shall accord to each such ap 
plicant an opportunity for hearing upon such application, and shall transmit to the 
Administrator its recommendation as to the terms of the award, if any, to be made 
to such applicant for such contribution. In determining the terms and conditions of 
any award the Administrator shall take into account— 


(1) the value of the contribution to the United States ; 


(2) the aggregate amount of any sums which have been expended by the 


applicant for the development of such contribution ; 

(3) the amount of any compensation (other than salary received for services 
rendered as an officer or employee of the Government) previously received by 
the applicant for or on account of the use of such contribution by the United 
States ; and 

(4) such other factors as the Administrator shall determine to be material. 


(b) If more than one applicant under subsection (a) claims an interest in the 
same contribution, the Administrator shall ascertain and determine the respective 
interests of such applicants, and shall apportion any award to be made with respect 
to such contribution among such applicants in such proportions as he shall determine 
to be equitable. No award may be made under subsection (a) with respect to any 
contribution— 


(1) unless the applicant surrenders, by such means as the Administrator | 


shall determine to be effective, all claims which such applicant may have to 
receive any compensation (other than the award made under this section) ‘or 
the use of such contribution or any element thereof at any time by or on be 
half of the United States, or by or on behalf of any foreign government pursuant 
to any treaty or agreement with the United States, within the United. States 
or at any other place; 
(2) in any amount exceeding $100,000, unless the Administrator has trans- 
mitted to the appropriate committees of the Congress a full and complete re 
port concerning the amount and terms of, and the basis for, such 
award, and thirty calendar days of regular session of the Congress have/ex 
pired after receipt of such report by such committees. + fits 


s the 


2. 
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APPENDIX B 


Sections 151 Anp 152 Or Tue Atomic Enercy Act OF 1954 
“CHAPTER 13. PATENTS AND INVENTIONS 


“Sec, 151. Mitirary UTILIZATION.— 

“, No patent shall hereafter be granted for any invention or discovery which is 
useful solely in the utilization of special nuclear material or atomic energy in an 
atomic weapon. Any patent granted for any such invention or discovery is hereby 
revoked, and just compensation shall be made therefor. 

“bh, No patent hereafter granted shall confer any rights with respect to any in- 
yention or discovery to the extent that such invention or discovery is used in the 
utilization of special nuclear material or atomic energy in atomic weapons. Any rights 
conferred by any patent heretofore granted for any invention or discovery are hereby 
revoked to the extent that such invention or discovery is so used, and just compensa- 
tion shall be made therefor. 

“c, Any person who has made or hereafter makes any invention or discovery 
useful (1) in the production or utilization of special nuclear material or atomic 
energy; (2) in the utilization of special nuclear material in an atomic weapon; or 
(3) in the utilization of atomic energy in an atomic weapon, shall file with the Com- 
mission a report containing a complete description thereof unless such invention or 
discovery is described in an application for a patent filed with the Commissioner of 
Patents by such person within the time required for the filing of such report. The 
report covering any such invention or discovery shall be filed on or before whichever 
of the following is the later: either the ninetieth day after completion of such inven- 
tion or discovery; or the ninetieth day after such person first discovers or first has 
reason to believe that such invention or discovery is useful in such production or 
utilization. 

“4. The Commissioner of Patents shall notify the Commission of all applications 
for patents heretofore or hereafter filed which, in his opinion, disclose inventions 
or discoveries required to be reported under subsection 151 c., and shall provide the 
Commission access to all such applications. 

“Sec. 152. INvENTIONS CoNcEIvep Durinc Commission ConTracts.—Any inven- 
tion or discovery, useful in the production or utilization of special nuclear material 
or atomic energy, made or conceived under any contract, subcontract, arrangement, 
or other relationship with the Commission, regardless of whether the contract or 
arrangement involved the expenditure of funds by the Commission, shall be deemed 
to have been made or conceived by the Commission, except that the Commission may 
waive its claim to any such invention or discovery if made or conceived by any person 
at or in connection with any laboratory under the jurisdiction of the Commission as 
provided in section 33, or under such other circumstances asthe Commission may 
deem appropriate. No patent for any invention or discovery, useful in the production 
or utilization of special nuclear material or atomic energy, shall be issued unless 
the applicant files with the application, or within 30 days after request therefor by the 
Commissioner of Patents, a statement under oath setting forth the full facts surround- 
ing the making or conception of the invention or discovery described in the applica- 
tion and whether the invention or discovery was made or conceived in the course 
of, in Connection with, or under the terms of any contract, subcontract, arrangement, 
or other relationship with the Commission, regardless of whether the contract or 
arrangement involved the expenditure of funds by the Commission. The Commissioner 
of Patents shall forthwith forward copies of the application and the statement to the 
Commission. 

“The Commissioner of Patents may proceed with the application and issue the 
patent to the applicant (if the invention or discovery is otherwise patentable) unless 

\ ission, within 90 days after receipt of copies of the application and state- 
ment, directs the Commissioner of Patents to issue the patent to the Commission (if 
the invention or discovery is otherwise patentable) to be held by the Commission as 
the agent of and on behalf of the United States. 

__ ‘If the Commission files such a direction with the Commissioner of Patents, and 
if the applicant’s statement claims, and the applicant still believes, that the invention 
or discovery was not made or conceived in the course of, in connection with, or 
under the terms of any contract, subcontract, arrangement, or other relationship 
with the Commission entitling the Commission to take title to the application or 
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the patent, the applicant may, within 30 days after notification of the filing of such, 
direction, request a hearing before a Board of Patent Interferences. The Board shajj 
have the power to hear and determine whether the Commission was entitled to the 
direction filed with the Commissioner of Patents. The Board shall follow the rulg 
and procedures established for interference cases and an appeal may be taken 
either the applicant or the Commission from the final order of the Board to th 

of Customs and Patent Appeals in accordance with the procedures Overning 
the appeals from the Board of Patent Interferences. 

“If the statement filed by the applicant should thereafter be found to contain false 
material statements any notification by the Commission that it has no objections to 
the issuance of a patent to the applicant shall not be deemed in any respect to con. 
stitute a waiver of the provisions of this section or of any applicable civil or crim. 
inal statute, and the Commission may have the title to the patent trarsferred to the 
Commission on the records of the Commissioner of Patents in accordance with the 
provisions of this section. 
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PROPERTY RIGHTS IN INVENTIONS UNDER THE NATIONAL 
AERONAUTICS AND SPACE ACT OF 1958 


G. D. O’Brien* and Gayle Parker** 


I. INTRODUCTION 


The demands for Governmental action following the successful launching 
of the Russian satellite in the fall of 1957 is reflected by the legislative program 
of the Congress of the United States on matters dealing with outer space. The 
continuation of the Congressional hearings begun in November 1957 inquir. 
ing into our satellite program led to the establishment in both the House and 
the Senate of a Select Committee on Astronautics and Space,? each charged 
with the responsibility to study the needs of the national space program and to 
recommend legislation that might be required to meet those needs. 


The President sent his special message on outer space to the Congress on 
April 2, 1958,3 recommending that the aeronautical and space activities be 
continued under a civilian agency which would serve to emphasize the concern 
of our government that outer space be devoted to peaceful and scientific pu 
On the same day there was submitted to the Congress a proposed draft of legisla. 
tion for implementing the President’s message, which was introduced into both 
the House and the Senate,* and became the subject of extensive hearings cul- 
minating in the passage of the National Aeronautics and Space Act of 1958, 
which was signed into law on July 29, 1958, as Public Law 85-568. 


The hearings and testimony before the Committees, while recognizing 
that the civilian agency to be established should be empowered to conduct re. 
search projects in its own facilities, expressed the view that success in the space 
program would require a marshalling of the skills and resources of other quali- 
fied organizations working under contract with NASA.® The ability for NASA 
to enlist these skills and resources required for this space program, in the same 
spirit of urgency demonstrated by the legislative enactment which gave NASA 
its birth, is being hampered by the reactions of industry to the property rights 
in inventions provisions ® of the Act. It is the purpose of this article to discuss 


* Assistant General Counsel for Patent Matters, National Aeronautics and Space Administra. 
tion; Professorial Lecturer at Washington College of Law, American University; 1929-33 
United States Naval Academy; B.S.E.E., 1937, George Washington University; LL.B., 1940, 
Washington College of Law; M.P.L., 1950, National University School of Law; Member of 
District of Columbia Bar. 

** Patent Adviser, Office of General Counsel, National Aeronautics and Space Administration; 
B.S. 1956, Lafayette College; prospective LL.B. 1960, The George Washington University. 

1H. Rept. No. 2710, 85th Cong. 2d Sess. (1959); S. Rept. No. 100, 86th Cong. Ist Sess. (1959). 

2 Senate Special Committee on Space and Astronautics, $. Res. 256, 85th Cong. 2d Sess. 
(1958); House Select Comm. on Astronautics and Space Exploration, H. Res. 496 85th Cong. 2d 
Sess. (1958). 

* H.R. Doc. No. 365, 85th Cong. 2d Sess. (1958). 

“H.R. 11881 and S. 3609, 85th Cong. 2d Sess. (1958) to provide for research into problems 
of flight within and outside the earth's atmosphere, and for other purposes. 

° Hearings on H.R. 1181 before the House Select Committee on Astronautics and Space 
Exploration, 85th Cong. 2d Sess. (1958) at pp. 445, 938, 958, 1085; Hearings on S. 3609 Before 
the Senate Special Committee on Space and Astronautics, 85th Cong. 2d Sess. (1958) at pp. 
14, 34, 164, 265, 364. 

* Property Rights in Inventions, section 305 of the National Aeronautics and Space Act 
of 1958, 72 Stat. 426, 42 USC 2451 (1958). 
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the controversial property rights in inventions provisions of the National Aero- 
nautics and Space Act of 1958 in view of the existing statutes, executive orders 
and the common law principles, and to try to interpret the deviations, if any, 
from these concepts. 


Il. WHEN Do THE PROPERTY RIGHTS IN INVENTIONS PROVISIONS APPLY? 


The NASA Act does not purport generally to affect the rights of individual 
inventors to seek or to acquire patent protection on their inventions in the field 
of space science and technology, but does attempt to establish a policy which 
shall govern the division of rights in inventions made in the performance of 
NASA contracts. It is this policy of entitling ownership by the Government 
of certain inventions made under NASA contracts, contrasted with the policy of 
the Department of Defense to be satisfied with lesser rights,’ that is primarily 
responsible for the impact which these provisions of this law have had upon 
industry. The criteria to be applied for determining whether or not an in- 
yention made in the performance of work under a NASA contract shall become 
the exclusive property of the United States is set forth in subsection 305 (a).* 


There are two significant aspects to this subsection which are important 
to its application, the first being that the invention must have been made in 
the performance of “work” under a contract of the Administration (meaning 
presumably that the invention must have been made by the inventor while 
employed under or assigned to a contract with the National Aeronautics and 


* Armed Services Procurement Regulations, (ASPR) Section 9-107, 32 CFR 9.107. 

(a) Under any contract or modification thereof having experimental, developmental, or 
research work as one of its purposes, the Government should receive a royalty-free, non- 
exclusive license to practice or have practiced any inventions conceived or first actually 
reduced to practice in the course of performing such work or in the course of performing 
any prior experimental, developmental, or research work done upon the understanding in 
writing that a contract would be awarded. The contract cost or price should in no event 
be increased merely by reason of the inclusion of a patent rights clause. 

*The National Aeronautics and Space Act of 1958, Supra, note 6. The provisions per- 

taining to inventions made under a contract of the Administration are: 

Sec. 305. (a) Whenever any invention is made in the performance of any work under 
any contract of the Administration, and the Administrator determines that— 

(1) the person who made the invention was employed or assigned to perform research, 
development, or exploration work and the invention is related to the work he was 
employed or assigned to perform, or that it was within the scope of his employment 
duties, whether or not it was made during working hours, or with a contribution 
by the Government of the use of Government facilities, equipment, materials, allocated 
funds, information proprietary to the Government, or services of Government employees 
during working hours; or 

(2) the person who made the invention was not employed or assigned to perform 
research, development, or exploration work, but the invention is nevertheless related 
to the contract, or to the work or duties he was employed or assigned to perform, 
and was made during working hours, or with a contribution from the Government 
of the sort referred to in clause (1), 

such invention shall be the exclusive property of the United States, and if such invention 
is patentable a patent therefor shall be issued to the United States upon application made 
by the Administrator, unless the Administrator waives all or any part of the rights of the 
United States to such invention in conformity with the provisions of subsection (f) of this 
section. 
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Space Administration), and second, the invention must be related to the work 
the inventor was employed or assigned to perform. 


The first word that appears most significant to a proper interpretation of 
the legislative intent is the word “work” and an understanding of the meaning 
of the word may be had by reference to its association with other words and 


phrases of the statutory language.® The word “work” is used five times in this _ 


subsection, but with a different meaning in certain of its uses. For example 


the first use of the word characterizes the type of contract of the Administration — 


the second use of the word characterizes the broad area of duty assignment 


of a research employee of the contractor, the third use of the word is specific to | 


the duty assignment of the research employee, the fourth use of the word 
characterizes the broad area of duty assignment of a non-research employee, and 
the fifth use of the word characterizes the specific duty assignment of the nop. 
research employee. With respect to the fifth use of the word “work,” the statu. 
tory language states that the invention made by the non-research employee 
must be related to the contract or to the work of this non-research employee, 
indicating that the work of the contract can be something different from the 
work or duties of the non-research employee. 


That the work of the contract may be something different from the duties 
of a non-research employee may be illustrated by the following hypothetical 
situation: The work statement in a contract of NASA with the “X” Corpora 
tion requires the development of a fuel tank for liquid hydrogen to meet NASA’; 
special requirements to the end that the tank may be incorporated into a 
missile. The work of the contract is determined from the work statement and 
is found to be that work of the kind performed by research employees. The 
contractor employs Mr. “A” as a welder to perform work under this contract; 
in fact, Mr. “A” is assigned to weld the sections of the tank under development, 
In this sense, Mr. “A” is classified as a non-research employee. Mr. “A”, in 
making welds under the contract, determines that an innovation in the weld. 
ing rod holder is necessary in order to make his particular weld and invents 
a new holder for a welding rod which he discloses to his employer. In deter- 
mining whether or not this invention becomes the exclusive property of the 
United States the first criterion is found to be satisfied, i.e., that the invention 
was made in the performance of work under a contract of the Adminisration. 
We also find that the invention was made during working hours of the non- 
research employee. It becomes necessary, therefore, to determine whether or 
not the invention is either (a) related to the contract, or (b) to the work or 


duties the non-research employee was employed or assigned to perform. The | 


contract is determined from the work statement to relate to the development 
of fuel tanks which is subject matter unrelated to holders for welding rods. 
Therefore, the invention is not related to the contract but is related in some 
degree to the ordinary work of welding assigned to the employee, and depending 
upon the degree of relationship required, may become the exclusive property 
of the United States. 


Since effect must be given, if possible, to every word, clause and sentence 


* Neal v. Clark, 95 U.S. 704 (1877); Patton v. U.S., 159 U.S. 500 (1895); O’Neal v. Turner, 
230 Ala. 24, 158 So. 801 (1935); Southern Pacific Co. v. State Corporation Comm., 39 Ariz. |, 
3 P (2d) 518 (1931) 


— 
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of a statute,!° this enumeration indicates that the work of the contract must be 
something different from the work of the non-research employee; and therefore 
the work of the contract must logically be research work. This argument is 
further supported by reference to paragraph (1) of subsection 305 (a) where 
the Congress believed it unnecessary to distinguish the work of a research em- 
Joyee from the work of the contract. The application here of the canon of 
statutory interpretaton, noscitur a sociis,'1 would indicate that the first use of 
the word “work,” as used to characterize the type of contract to which the 
property rights in inventions section of the Act is applicable, is therefore that 
work of the kind performed by research employees. 

Accordingly, for an invention to be covered by the provisions of the NASA 
Act, it must have been made under a contract of the Administration involving 
the performance of work of the research type. This work is apparently some- 
thing more than the work involved in a supply contract requiring the delivery 
to the Government of an off-the-shelf item. If the Congress had intended that 
this section of the statute should be made applicable to any invention made 
under every single contract entered into by the Administrator, it could easily 
have said so and subsection 305 (a) would have read “Whenever any invention 
is made under any contract of the Administrator . . .” instead of “Whenever 
any invention is made in the performance of any work under any contract of 
the Administrator . . .” (emphasis added). Likewise, subsection 305 (b) of the 
Act, which requires the inclusion of “effective provisions” in certain NASA 
contracts, would have read “Each contract entered into by the Administrator 
with any party shall contain effective provisions . . .” instead of “Each contract 
entered into by the Administrator with any party for the performance of any 
work shall contain effective provisions . . .” (emphasis added). 


In further determining to what types of contracts the NASA “Property 
Rights in Inventions” clause applies, a reference to the Atomic Energy Act of 
1954 would appear helpful. Section 152 of the AEC Act provides: 


Any invention, useful in the production or utilization of special nuclear 
material or atomic energy, made or conceived under any contract . . . with 
the Commission, . . . shall be deemed to have been made or conceived by 
the Commission.”” (emphasis added). 


The analogous NASA provision of subsection 305 (a) provides: 


Whenever any invention is made in the performance of any work under 
any contract of the Administration, and the Administrator determines that 
—... [a specific employee work-contract relationship exists] such inven- 
tion shall be the exclusive property of the United States, ...” (emphasis 
added) 


A careful analysis of these two statutes shows that in the AEC Act the criterion 
identifying the invention (i.e., any invention useful in the production or utili- 
zation of special nuclear material or atomic energy) requires a relation of the 
invention to technology and is very narrow, but the criterion identifying the 


* It is an elementary rule of construction that effect must be given, if possible, to every 
word, clause and sentence of a statute. State v. Bartley, 39 Neb. 353, 58 N.W. 172 (1894); 
Wilkinson v. Leland, 27 U.S. 627 (1829). 

™ See cases cited in note 9 supra. 
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| 
| 
contract (i. €., any contract . . . with the Commission) is very broad. This js 
not the case in the NASA Act which does not limit the invention technologically, | 
but rather requires the invention to have a relation to the employment duties 
and in this respect narrows the application of the term “invention.” The NASA 

Act also identifies a narrowed contract i.e., any contract of the Administration 


requiring work. The NASA provision makes repeated reference to “research 
development, or exploration work” which indicates that the Congress had this 
type of work in mind as contrasted to the analogous AEC provision, which 
does not make mention of research work and is not limited thereto. The AEC | 
Act in Section 152 requires a specific type of invention under any contrac 

while the NASA Act requires only any invention having a relation to employ. 

ment but in a specific type of contract. Additional support for this contention | 
appears in Section 159 of the AEC Act: 


Nothing in this Act shall affect the right of the Commission to require that _ 


patents granted on inventions, made or conceived during the course of 
federally financed research or operations, be assigned to the United States, 


This latter provision indicates that the Congress intended to provide separately 
for inventions made in AEC sponsored research. As no such separate provision 


is made in the NASA Act and in view of the specific research implications in 
subsection 305 (a), it would seem clear that the sort of “work” intended to be 


covered by Section 305 is the work prescribed in subsection $05 (a) as research, | 


development, or exploration work, more clearly defined as technical, scientific, 
or engineering work. 
Another legislative enactment having patent provisions of interest is the 


Nationa) Science Foundation Act of 1950 * which makes specific reference to 


“inventions produced” under “each contract or other arrangement . . . which 


relates to scientific research ... 2” This is further implication that the Con 


gress is specifically interested in the inventions made under contracts of a scien- 
tific or research type. 


Section 305 of the NASA Act is made applicable under NASA Patent Reg. | 
ulations ‘8 only to those NASA contracts or modifications thereof which ental) | 


%* The National Science Foundation Act of 1950, 64 Stat. 154, 42 USC. $1871. Th | 

provisions which control the patent policies are: 

(a) Each contract or other arrangement executed pursuant to this chapter which relates 
to scientific research shall contain provisions governing the disposition of inventions pro- 
duced thereunder in a manner calculated to protect the public interest and the equities 
of the individual or organization with which the contract or other arrangement is et: 

(b) No officer or employee of the Foundation shall acquire, retain, or transfer any tights, 
under the patent laws of the United States, or otherwise, in any invention which he may 
make or produce in connection with performing his assigned activities and which is directly 
related to the subject matter thereof . . . 

1824 Fed. Reg. 3575 (1959) § 1201.101-2. i 

(a) A “Property Rights in Inventions” clause shall be included in every NASA contract 
or modification thereof which entails technical, scientific, or engineering work of a kind 
performed in a contract having as one of its purposes (1) the conduct of basic or applied 
research, (2) the design or development, or manufacture for the first time, of any machine, 
article of manufacture, or composition of matter to satisfy NASA’s specifications or spedal 
requirements, (3) the development of any process or technique for attaining a NASA objet- 
tive not readily attainable through the practice of a previously developed process or tech- 
nique, or (4) the testing or experimenting with a machine, process, or technique to deter 


| 4 

| 
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technical, scientific, or engineering work of a kind performed in a contract hav- 
ing as one of its purposes: (1) the conduct of basic or applied research, (2) the 
development, or manufacture for the first time, of a machine, article of manu- 
facture, or composition of matter to satisfy NASA’s specifications or special re- 
quirements, (3) the development of any process or technique for attaining a 
NASA objective not readily attainable through the practice of a previously 
developed process or technique, or (4) the testing or experimenting with any 
machine, article of manufacture, composition of matter, process, or technique 
to determine whether the same is suitable or could be made suitable for a 
NASA objective. 


Il]. Wuat Inventions Are Coverep By Tue Property 
RicHTs IN INVENTIONS PROVISIONS? 


Now that the type of contract for which the NASA “Property Rights in 
Inventions” provisions are applicable has been identified as a contract which 
entails technical, scientific, or engineering work of the types set forth above, it 
becomes necessary to identify what inventions made under this contract are 
covered by the patent provisions of the NASA Act. In determining what inven- 
tions are covered by these provisions, it is essential to make another careful 
study of the Act and to determine the intention of the Congress. If reference 
is made to the first seventeen words of subsection 305 (a),14 it is clear that the 
primary condition requires that the invention must first be made in the per- 
formance of work under a contract of the Administration as was discussed 
earlier. The Act also requires that the Administrator must then determine that 
either of the following secondary conditions are met: (1) that the person who 
made the invention was employed to perform research work and that the 
invention is related to the work he was assigned or employed to perform, or 
that it was within the scope of his employment duties, or (2) that the person 
who made the invention was not employed to perform research work but that 
the invention is nevertheless related to the contract or related to the work or 
duties he was employed or assigned to perform. In retrospect, the invention 
must meet the above primary conditions and either of the above two secondary 
conditions. 

An inquiry into the legislative history of the Act fails to show any reasons 
jor the inclusion of the special patent provisions, but since new legislation 
usually ties to past experience and prior enactment, it would seem necessary {0 
examine past legislation, executive orders and the common law experience con- 
cerning rights in inventions, particularly relating to the employer-employee 
relationship. 

What little reference to patents was made during the testimony before the 
special committees considering enactment of the NASA Act does include specific 


mine whether the same is suitable or could be made suitable for a NASA objective. The 
price of any NASA contract shall in no event be increased merely by reason of the inclu- 
sion of a “Property Rights in Inventions” clause in such contract. 

* Subsection 305 (a) of the Space Act of 1958, Supra, provides: 


Whenever any invention is made in the performance of any work under any contract 
vf the Administration. . . . 
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mention in both the House1® and Senate 1 to Executive Order 10096,!7 whic, 
provides for a uniform patent policy with respect to inventions made by em. 
ployees of the Federal Government. While no criterion of the type set forth 
in Section 305 have heretofore been proposed for governing the division of 
rights between the Government and its contractors, it is evident that similar 
criteria appear in the Executive Order and is applied in the determination of the 
rights of the Government in the inventions of its own employees. Under the 
Executive Order the Government obtains the entire right, tile, and interest jp 
those inventions made by any Government employee which “bears a direct yp. 
lation to” or “are made in consequence of the official duties of the inventor.” 
The similarity of the provisions of Executive Order 10096 relating to Govern. 
ment employees and those in subsection 305 (a) of the Act relating to employees 
of NASA contractors, both of which provide that the Government shall obtain 
the exclusive title in the invention, is shown as follows: 


Executive Order 10096 NASA Subsection 305(a) 
(1) direct relation to official duties, (1) related to work or duties a 
or ‘signed, or 
(2) in consequence of official duties (2) within scope of employment 
duties 


Statutes of interest in analyzing the Congressional intent in the NASA Aa 
are (1) The Tennessee Valley Authority of 1933,18 (2) The National Science 
Foundation Act of 1950,1° and (3) The Atomic Energy Act of 1954.20 Both 
the Tennessee Valley Authority and the National Science Foundation Act have 
provisions which relate to inventions made by Government employees and 
provide that the Government shall have the sole and exclusive property right 
in their inventions made “by virtue of and incidental to service” (TVA) and 
“in connection with performing his assigned duties and which is directly re. 


** Hearings on H.R.11181 before The House Select Committee on Astronautics and Space 


Exploration, (1958), Supra, note 5 at 452. 
1* Hearings on S. 3609 Before The Senate Special Committee on Space and Astronautic,, | 
(1958), Supra, note 5 at 98. 
*7 Ex. O. 10096, 15 Fed. Reg. 389 (1950). The provisions which give entire title of | 
invention to the Government are: 
(a) The Government shall obtain the entire right, title and interest in and to all | 
inventions made by any Government employee (1) during working hours, or (2) witha | 
contribution by the Government of facilities, equipment, materials, funds, or information, 
or of time or services of other Government employees on official duty, or (3) which bear 
a direct relation to or are made in consequence of the official duties of the inventor. 
1®The Tennessee Valley Authority Act of 1933, 48 Stat. 58, 16 USC § 83ld(i), The 
principal patent provisions read as follows: 

To request the assistance and advice of any officer, agent, or employee of any executive 
department or of any independent office of the United States . . . provided, That any in- 
vention or discovery made by virtue of and incidental to such service by an employee 
of the Government of the United States serving under this section, or by any employee 
of the Corporation, together with any patents which may be granted thereon, shall be 
the sole and exclusive property of the Corporation, which is hereby authorized to grant 
such licenses thereunder as shall be authorized by the board: Provided, further, That the 
board may pay to such inventor such sum from the income from sale of licenses as it may 
deem proper. 

** Supra note 12. 

** Atomic Energy Act of 1954, 68 Stat. 919, 42 USC §§ 2011-2281. 


| 
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lated to the subject matter thereof” (NSF). Likewise, these provisions are com- 
pared with the NASA Act provisions: 


Tennessee Valley National Science NASA Subsection 
Authority Foundation 305(a) 

(1) by virtue of and (1) directly related to (1) related to work or 
subject matter of duties assigned 
assigned activities or 

and 
(2) incidental to serv- (2) in connection with (2) within scope of 
ice performing his as- employment du- 
signed activities ties 


Prior to the NASA Act, the latest and perhaps the broadest legislation rela- 
tive to Government rights in inventions was the Atomic Energy Act of 1954 and 

icularly Section 159,?1 which provided that all patents or inventions made 
or conceived “during the course of federally financed research or operation,” 
could be required to be assigned to the United States. This broad language 
covers both AEC employees and the employees of AEC contractors, but makes 
no mention of any required relationship of the invention to the assigned duties 
or scope of employment of the inventor. 


From the above comparison of the products of legislation in the matter 
of Government rights in inventions, it is evident that three of the statutes, TVA, 
NSF, and NASA require some special relationship between the invention and 
the assigned duties of the employee-inventor before the Government can acquire 
assignment of the invention, whereas the AEC Act contains no such relation- 
ship requirement. Accordingly, the presence of the required relationship in 
the NASA Act between the invention and the assigned duties of the inventor 
is significant.” 

Because the legislature is presumed to know the common law betore the 
statute was enacted,?5 a reference to the common law may provide a valuable 
assistance in analyzing the intent of the Congress. An analogy of the common 
law employer-employee relationship to that of the Government-contractor re- 
lationship would appear to be helpful especially since the only case in point, 
Ordnance Engineering Corp. v. United States,2* which deals with the rights to 


™ Supra note 19, at § 2189: 

Nothing in this Act shall affect the right of the Commission to acquire that patents 
granted on inventions, made or conceived during the course of federally financed research 
or operations, be assigned to the United States. (Section 159) 

** By referring to other similar legislation the court is able to learn the purpose and 
course of legislation in general, and by transposing the clear intent expressed in one or several 
statutes to a similar statute of doubtful meaning, the court not only is able to give effect 
to the probable intent of the legislature, but also to establish a more uniform and logical 
system of law. See Freund, Interpretation of Statutes, 65 U. Pa. L. Rev. 207, 214-216 (1917) 

**Garwols v. Bankers’ Trust Co., 251 Mich. 420, 232 N.W. 239 (1930). 

“Ordnance Engineering Corp. v. United States, 68 Ct. Cl. 301 (1929), cert. den. 302 
US. 708 (1937). This, the only case in point, involved a contract to conduct experimental 
work for the Navy Department. Certain processes were developed by the contractor's employees 
in the course of performing the contracts, and the contractor obtained patents thereon. In a 
suit brought by the contractor against the United States for compensation for the use of 
the patented processes, the Government contended that it was entitled to ownership of the 
patents, arguing that the rule in Solomons v. United States prevailed. 


48827 O—59——-51 
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inventions evolved in the performance of a research contract with the Nag 
Department, cited and applied the common law of Solomons v. United States 
a landmark case, dealing solely with patent rights to inventions made by an 
employee. Certainly it is a well settled doctrine of common law that: 

Where one is employed to make an invention and succeeds during the tim 

of his service in accomplishing that task, the invention is the p 

of the employer and the employee is bound to assign any patent which he 

may obtain to his employer.?¢ 
The corollary is equally well established: 

If the employment be general, albeit it covers a field of labor and effort jy 

the performance of which the employee conceived the invention for which 

he obtained a patent, the contract is not so broadly construed as to requin 

an assignment of the patent. 27 

The above well-recognized principles show the positive and negative extreme 
of the common law where on one hand the person who is employed to make ay 
invention is bound to assign it to the employer, and on the other the person 
who has only general employment is not required to give his employer an 
assignment. In between these two limits lies the turbulent area which pr. 
vokes the great mass of judicial controversy as to whether the invention shall 
be assigned to the employer. The common law, however, also recognizes 4 
middle ground between the two extremes and provides for a nonexclusive liceng 
to the employer as follows: 


The Court of Claims gave judgment for the Government on these patents because th 
inventions “were the result . . . of the experimental and developmental contracts enter 
into with the Government.” The rationale underlying this conclusion was expressed as follows 

Except for the development processes carried on at the expense of the Governmen, 
under its supervision and with its suggestions in collaboration and contractural relationship 
with the plaintiff, these patents would not have come into existence. We need not multip) 
the citation of authorities to sustain the rule that where one is employed by another fx 
development and experimental work the result of the relationship is an implied license » 
the employer to use whatever invention develops from the experiment. 

See also Inspection of Government Patent Practices and Policies, 3 Rept. Atty. Gen,, 15 

160 (1947). 

25 Solomons v. United States, 137 U.S. 342, 346 (1890). 

If one is employed to devise or perfect an instrument, or a means for accomplishing 
prescribed result, he cannot, after successfully accomplishing the work for which he ws 
employed, plead title thereto as against his employer. That which he has been employed 
and paid to accomplish becomes, when accomplished, the property of his employer. Wha 
ever rights as an individual he may have had in and to his inventive powers, and that 
which they are able to accomplish, he has sold in advance to his employer. So, als, 
when one is in the employ of another in a certain line of work, and devises an improve 
method or instrument for doing that work, and uses the property of his employer and th 
services of other employes to develop and put in practicable form his invention, ani 
explicitly assents to the use by his employer of such invention, a jury, or a court tryin 
the facts, is warranted in finding that he has so far recognized the obligations of servic 
flowing from his employment and the benefits resulting from his use of the property, and 
the assistance of the coemployes, of his employer, as to have given to such employer # 
irrevocable license to use such invention. 

26 Deller, Walker on Patents (1937) at 407; See Marshall v. Colgate-Palmolive-Peet Co, 

175 F.2d 217 8rd Cir. (1949); Houghton v. U.S., 23 F.2d 386 (4th Cir. 1928), cert. den. 277 US. 
592 (1928); Solomons v. U.S., 137 U.S. 342 (1890); McAleenv. U.S., 15 U.S. 424 (1893); Gill », US, 
160 U.S. 426 (1896); Standard Parts Co. v. Peck, 264 U.S. 59 (1924). 

27 U.S. v. Dubilier Condenser Corp., 289 U.S. 178 (1933); Accord Hapgood v, Hewiti,\l! 

U.S. 226 (1886); Dalzell v. Dueber Watch Case Mfg. Co., 149 U.S. 315 (1893). 
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The discovery of an invention by an employee, whose duties to his employer 
do not require him to make any inventions, during the course of his employ- 
ment through the use of his employer's equipment, materials and labor, does 
not deprive the employee of his invention although the employr has a shop 
right in the invention which gives him a nonexclusive, irrevocable license 
to use the invention.?® 
It is evident, therefore, that the basic criteria of subsections 305(a)(1) and 
(2), ie., respectively, “the person who made the invention was employed or 
assigned to perform research, development or exploration work,” and (2), “the 
who made the invention was not employed or assigned to perform re- 
search, development or exploration work” fall at the two extremes. Each | 
depends for its exact placement in the range of common law on its own secondary 
criteria imposed by the subsection, respectively, i.e., (1) the invention is related 
to the work he was employed or assigned to perform or was within the scope of 
his employment duties, and (2) the invention is nevertheless related to the work 
or duties he was employed or assigned to perform and made during working 
hours or with a contribution from the Government. This is best shown by the 
following chart: 


COMMON LAW NASA ACT § 305(a) 
(requires assignment) 


[positive extreme] (basic criteria) (secondary criteria) 
employed to invent 
(bound to assign to (1) employed to per- and 
employer) form research, invention is related to work em- 
etc. ployed to perform 
or 


invention was within scope of 
employment duties (bound to 
assign to Government; follows 
common law analogy which re- 
quires assignment to employer) 


[mid-point 
not employed to in- and 
vent, but uses equip- invention is related to work em- 
ment, materials and ployed to perform 
labor (only license and 
to employer) 
made during working hours 
(2) not employed to or 
perform research, with contribution from Govern- 
etc. ment 
[negative extreme | (bound to assign to Government; 
not employed to in- does not follow common law 
vent (not bound to analogy which requires only li- 
assign to employer) cense to employer) 


* National Development Company v. Gray et al., 316 Mass. 240, 55 NE2d 783 (1944): 
McAleer v. U.S., 150 U.S. 424 (1893); Monsanto Chemical Works v. Jaeger, 31 F.2d 188 (1929); 
Barton v. Nevada Consolidated Copper Co., 71 F.2d 381 (9th Cir., 1934). 
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Having now decided that the provisions of subsection 305 (a) lie at or 
between the extremes of the common law which holds that some inventions 
shall be assigned and some inventions shall not be assigned to the employer, to 
further analyze the intentions of Congress it becomes necessary in applyi 
the analogy of employer-employee to government-contractor relationships t 
determine whether Congress followed the teachings'of the common law in ff. 
quiring that certain inventions made in the performance of any work under the 
contract of the Administration become the exclusive property of the United 
States. In each of subsection 305 (a) (1) and (2), it specifically provides that be. 
fore an invention made under the contract shall become the property of the 
United States two relationships must be examined: (1) the relationship of the em. 
ployment or assigned duties of the inventor to research, development or explora. 
tion work, and (2) the relationship of the invention to the employment or as 
signed work or duties of the inventor. 

Looking first to subsection 305 (a) (1), the requirement is that the inventor 
must be employed or assigned to perform research, development or exploration 
work and that the invention must be related to the work the inventor was em. 
ployed or assigned to perform, or within the scope of his duties under this 


work. This requirement follows long established principles of the positive | 


extreme of common law that: 

When an employee is hired to devote his efforts to a particular problem, 

to conduct experiments for a specifically assigned purpose, and an inven. 

tion results from the performance of that work, it belongs to the employer. 

Subsection 305 (a) (2) requires that the inventor need not be employed or 
assigned to perform research, development or exploration work, but the inven. 
tion must relate to the work the inventor was employed or assigned to perform 
or the invention must relate to the contract, and must be made either during 
working hours or with a contribution from the Government. The conditions 
expressed here, especially with the refinement that the invention must be made 
either during working hours or with a contribution from the Government, 
place this provision mid-way between the two extremes of the common law which 
normally provides only for a shop right or nonexclusive license to the employer. 
It becomes evident that the Congress did not follow the common law when it 
required this class of inventions made by non-research employees under a con- 
tract of the Administration to become the exclusive property of the United 
States because it required an assignment and not only a license to the employer 
as in the common law. 

A reference again to Executive Order 10096 %° with which the legislature 
was familiar shows that it utilizes similar language in requiring that the Govern 
ment shall obtain exclusive title to the inventions of Government employees 
made during working hours or with a contribution by the Government,®! which 
as shown above is also a departure from the common law. If a change in the 
common law is to be effectuated, the legislative intent to do so must be clearly 
and plainly expressed, which it appears is plainly expressed in the above pro 


2° Shook v. U.S., 238 F.2d 952, (6th Cir. 1956). See note 23, Supra. 

* Supra, note 17. 

*1 Supra, note 17, at 1(a)(1) and (2). 

82 Woolcott v. Shubert, 217 N.Y. 212, 111 N.E. 829 (1916); Cousins v. Flertzheim, 18 
Wisc. 275, 196 N.W. 250 (1923). 
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visions of subsection 305 (a) (2). Where a statute imposes a duty or burden or 
establishes a right or benefit not recognized by the common law, the statute will 
be given a strict interpretation to avoid the change asserted. Therefore, a 
strict interpretation must be given to the provisions of 305 (a) (2) which require 
that inventions of a non-research employee be assigned to the United States 
when the invention relates to his duties or to the contract. 


It appears logical to assume that most of the inventions likely to be made in 
the performance of work under a NASA contract would be made by those scien- 
tific, technical or engineering personnel who are employed or assigned by the 
NASA contractor to perform research, development or exploration work. There- 
fore, the provision of subsection 305 (a) (2) which relates to inventions of non- 
research employees is not likely to apply to many inventions, and therefore the 
departure from the analogy of the common law on this matter is of relatively 
minor importance. 


It appears fundamental that when analyzing the relationships that an in- 
vention may have to the assigned duties of the inventor four categories exist: 

(1) inventor is assigned to invent and invention relates to assigned duties. 

(2) inventor is not assigned to invent and invention relates to assigned 
duties. 

(3) inventor is assigned to invent but invention does not relate to assigned 
duties. 

(4) inventor is not assigned to invent and invention does not relate to as- 
signed duties. 


Categories (1) and (2) are covered by the provisions of subsection 305 (a) 
(1) and (2), respectively, and require the assignment of the invention to the 
United States. Category (4), where the inventor is not assigned to invent and 
the invention does not relate to his assigned duties, is covered in part by sub- 
section 305 (a) (2) where “the invention is nevertheless related to the contract.” 
Only category (3), where the inventor is assigned to invent but his invention 
does not relate to his assigned duties, is omitted entirely from the specific pro- 
visions of the Act. By the doctrine of expressio unius est exclusio alterius 34 
it can be inferred that this omission was intended by the legislature that inven- 
tions falling within this category would not become the exclusive property of the 
United States. In the absence of the statutory provisions to the contrary, the 
common law would apply to this category of inventions, and as expressed 
earlier,85 the Government would have a shop right. The NASA Patent Regula- 
tions ** require that this common law shop right or nonexclusive license be 


Ibid. 

“Where a form of conduct, the manner of its performance and operation, and the 
persons and things to which it refers are affirmatively or negatively designated, there is an 
inference that all omissions were intended by the legislature. U. S. v. Wiltberger, 18 U.S. 
76 (1820); Ex parte McCardle, 74 U.S. 506 (1868); Stephens v. Smith, 77 U.S. 321 (1870). 

Supra, note 28. 

8°24 Fed. Reg. 3577 (1959) at § 1201.190(g) (i). 

With respect to inventions as to which rights have not been vested in the Government 
pursuant to the provisions of Section 305 of the Act, and which were conceived or first 
actually reduced to practice (A) in the performance of the experimental, developmental, or 
research work called for or required under this contract, or (B) in the performance of any 
experimental, developmental, or research work relating to the subject matter of this 
contract which was done upon an understanding in writing that a contract would be 
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granted to the Government for inventions in this category. 


Some difficulty may be encountered in determining the relationship th | 
invention must have “to the work or duties he was employed or assigned to 
perform” * or “to the contract.” 8° The matter of the relationship is importan, 
to a determination by the Administrator of whether the invention is covered _ 
by categories (1) or (2) above, which is subsection 305 (a) (1) and (2), in whih | 
case the Government is given exclusive title in the invention, or whether th! ™ 
invention is covered by category (3) above, which is not covered by the Act and 1 
in which the Government is entitled only to a shop right under the common gy 
law. For this purpose, reference is again made to the previous statute, the Ng. 
tional Science Foundation Act **® and Executive Order 10096 4° which provide He 


respectively, that the invention be directly related to the assigned activities and tie 

the invention bear a direct relation to the official duties of the inventor. Little a 

significance need be attached to the omission in subsection 305 (a) of the word 

“directly” as modifying the word “related,” since it is obvious that it is n 

and that it is well established that words may be inserted in or added to 4 : 

statute to effectuate the legislative intent.*! in 
In view of the foregoing discussion, it is the opinion of the writers that the 


Congress intended the common law doctrines governing the division of rights in th 
inventions between employer and employee to be applicable to the division of ah) 
rights between NASA and its contractors where the invention is made in the | or 
performance of the work under the contract by a person employed or assigned 
to perform research or development work. Likewise, the writers believe tha 
the provisions of the NASA Act which relate to inventions by persons not em. 
ployed to perform research work, and which is a deviation from the common | na’ 


law, shall be given a very strict interpretation. gre 
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awarded, the Contractor agrees to and does hereby grant to the Government an irrevocable, | ‘T, 
nonexclusive, nontransferable, and royalty-free license to practice and cause to be pra- « 
ticed, by or for the United States Government, throughout the world, each such invention |  Hixp 
in the manufacture, use, and disposition according to law of any article or material, or in oF 
the use of any method. « 
57 Supra, note 8, at (1) and (2). 5th 
** Supra, note 8, at (2). “ 
*° Supra, note 12. rete 
Supra, note 17. 
“1 State v. Markey, 212 Ind. 59, 7 N.E. (2d) 989 (1937); Zoercher v. Indiana Assoc, Tel, Co, | ‘lait 
211 Ind. 447, 7 N.E. (2d) 282 (1987). a. 

this 


the | 
woul 
and 
wou! 


ered | 


hich 


el, 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS S803 


COMPARISON OF THE PATENT PROVISIONS OF THE NASA Act anp AEO Act 
(By Gayle Parker ‘) 
SUMMARY 


The patent provisions of the National Aeronautics and Space Act of 1958 have 
been the subject of considerable criticism and opposition from representatives of 
industry, the American Bar Association, the American Patent Law Association, 
and both Government and non-Government attorneys and procurement personnel. 
These provisions are strikingly similar to the patent provisions in the Atomic 
Bnergy Act of 1954 which have also been heavily criticized. 

A comparison of the major patent provisions of the two statutes might be 
helpful in attempting to recognize a trend, if there is one, in congressional sanc- 
tion and encouragement of Government ownership of patents. This paper at- 
tempts to compare the major patent provisions of the two recent products of 
congressional action and point out and briefly comment on their similarities. 


INTRODUCTION 


The Soviet accomplishments in placing the sputniks in orbit around the earth 
in late 1957 provided a visible symbol and a warning that the United States may 
not be leading in the vital fields of research and development in space and astro- 
nauties. It was, in many ways, a very discouraging time for the United States; 
the prestige of the Soviet Union was high and that of the free world at a low 
ebb. Immediately, numerous approaches were suggested as the best way to 
organize the astronautics program of the United States. 


LEGISLATIVE HISTORY OF THE NASA ACT OF 1958 


Perhaps the best proposal on how the United States might improve its astro- 
nautics abilities was embodied in the President’s message forwarded to the Con- 
gress on April 2, 1958, which called for the establishment of a strong civilian 
agency to direct a national program for outer space. Accompanying the message 
was a proposed draft of a bill to implement the program. This bill was intro- 
duced into the House as H.R. 11881° and in the Senate as S. 3609* on April 14. 
Neither bill made any reference to patents. The bills were under constant re- 
view during the course of several weeks in public hearings‘ and executive 
sessions during which shortcomings in the original version became apparent as 
various administrative officials and outside witnesses suggested changes in the 
language. Numerous amendments were made in H.R. 11881 and a clean bill 
H.R. 12575° was substituted for it. In the Senate hearings on S. 3609, the 
Deputy Secretary of Defense, Donald A. Quarles, testified that the bill had no 
special patent provisions and that the Department of Defense assumed that the 
work of the new agency would carry the same kind of patent provisions as the 
work of the Department of Defense.® 


1Patent adviser, Office of General Counsel. NASA. 

7H.R. 11881, 85th Cong., 2d sess. (1958), 104 Congressional Record 6325, a bill to 
provide for research into problems of flight within and outside the earth’s atmosphere, and 
for other purposes. 

*S. 3609, 85th Cong., 2d sess, (1958), 104 Congressional Record 6288. 

‘Hearings on H.R. 11881 before the House Select Committee on Astronautics and Space 
Exploration, 85th Cong.. 2d sess. (1958): hearings on S. 3609 before the Senate Special 
Committee on Space and Astronautics, 85th Cong., 2d sess. (1958). 

SH.R. 12575, 85th Cong., 2d sess. (1958), 104 Congressional Record 9091. 

‘Hearings on S. 3609 before the Senate Special Coumaltie on Space and Astronautics, 
85th Cong., 2d sess. (1958), at pp. 78: 

“Senator ANDERSON. Now, let me ask you this. Is there any provision in this bill with 
reference to patents ? 

“Mr. QUARLES. I think there is no specific provision in this bill for patents. 

Senator ANDERSON. No. So that whoever developed the project could patent it and 
claim it and keep it as his own ; one of these private groups. 

Mr. QUARLES. Well, I don’t think I would like to agree with that, but you are in a much 
hetter position to have an opinion about that than I am, Senator. . 

Senator ANDERSON. Only because the burnt child fears the fire, and we went through 
this in Atomie Energy Commission for a long, long time. 

“Would it not be well to try to protect it as we get underway, perhaps? 

. Mr. QUARLES. Well, I think we have bben assuming in the Department of Defense that 
the work that this agency would carry on with Government funds and for the Government 
Would carry with it the same kind of patent provisions that our own work carries with it, 


and this is well established by law_and practice, and I had assumed that the same practice 
Would apply to the new agency. I will assume it not as a lawyer, however.” 
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The House special committee reported out H.R. 12575 * which was unanimously 
passed in the House on June 2, 1958." The Senate special committee reported 
S. 3609 on June 11, 1958.°. The two bills as reported out by the respective cop. 
mittees now contained nearly identical patent provisions * which were broadly 
similar to some sections of the patents and inventions section of the Atomje 
Energy Act of 1954."% The Senate, after substituting language of its own bij, 
unanimously passed H.R. 12575 on June 16 and asked for a conference to discuss 


| 


the differences.” The conferees of the House and Senate agreed on a Compromise 


measure and reported an amended version of H.R. 12575 on July 15." The 
amended bill was agreed on unanimously in both the House and Senate the fo}. 
lowing day and was approved by the President on July 29." This act, which 
has the short title “National Aeronautics and Space Act of 1958” (hereafter 
called the NASA Act), established the National Aeronautics and Space Admin. 
istration (hereafter called NASA) to be headed by a civilian administrator 
(hereafter called the Administrator ). 

The NASA Act contains patent provisions in section 305, entitled “Property 
Rights in Inventions,” * which occupies 2 of the 12 pages of the act. The fina] 
patent provisions, although considerably more lengthy, are actually much nap. 
rower than either of those adopted by the special committees.” In essence, the 
act provides (1) that inventions made as the result of contracts with NASA 
and which meet specified conditions shall become the exclusive property of the 
United States subject to a possible waiver of rights in the title back to the con- 
tractor,” and (2) that applicants for a certain category of patent applications 
must state the circumstances under which their invention was made and that 
such application and statement shall be forwarded to the NASA Administrator 
for review.” 

CONCERN OVER PATENT PROVISIONS 


While there was no opportunity for official testimonial opposition to the patent 
provisions prior to their enactment, there was informa) opposition from various 
military suppliers, the American Patent Law Association, and other groups and 


individual attorneys. Following the publication of the legislation and approval 


‘H. Rept. 1770, 85th Cong., 2d sess. (1958). 

8104 Congressional Record 9941. 

*S. Kept. 1701, 85th Cong., 2d sess, (1958). 

1 Supra, notes 6 and 8. 

1. Supra, note 6 (H.R. 12575), at p. 25: 

(a) Any invention or discovery made or conceived under any contractual or other tela. 
tionship with the new agency shall belong to that agency, unless the Administrator waives 
the agency's claim to such invention and discovery. : 

(b) Where the Administrator waives the agency's claim to an invention or discovery 
made or conceived under such a relationship, he shall retain the right to use the invention 
or discovery in carrying out his functions and to license it to others for use in carrying 
out the activities authorized by the Act; and in any such case he may pay or require any 
licensee to pay the inventor or discoverer a reasonable royalty for the use of the invention 
or discovery. 

(c) The Administrator is authorized in any case where the agency’s claim is not waived 
under subsec. (a) and the invention or discovery accordingly becomes its property, to pay 
the inventor or discoverer a cash award as compensation for the invention or discovery. 

Supra, note & (S. 3609), at 19: 

(a) Any invention or discovery resulting from activity taken under any contract of the 
ageney, any subcontract under any such contract, or any arrangement or other relationship 
with the agency, shall be deemed to have been made by the agency unless the Director 
Waives the claim of the United States to such invention or discovery. 

(b) In any case in which the Director waives the claim of the United States to any such 
invention or discovery, he shall retain on behalf of the United States full right to the use of 
such invention or discovery in carrying out wed function under the Act, and, upon such 
terms and conditions as he may deem appropriate, to license other persons to use such 
invention or discovery in the conduct of any activities authorized by or under the Act. 
The Director may grant any such license to any other person, he may, in accordance with 
such standards and procedures as he may establish by regulation, provide for the payment 
by the agency or by the person so licensed of a reasonable royalty to the party in whose 
favor such waiver was granted. 

(c) In any case in which the Director does not waive the claim of the United States to 
any such invention or discovery, he may grant to the party who made such invention or 
discovery in compensation therefor a cash award in such amount as the Director may 
determine in accordance with standards and procedures established by him by regulation. 

122 Atomic Energy Act of 1954, 68 Stat. 919, 42 U.S.C., secs. 2011-2281. 

13104 Congressional Record 11306. 

“4H. Rept. 2166, 85th Cong., 2d sess. (1958). 

% Public Law 85—568, 85th Cong. (1958). 

Thid, sec. 305, 

17 Supra, note 10. 

18 Supra, note 14, subsecs. 305 (a), (b), and (f). 

1# Supra, note 14, subsecs. 305 (a), (b), and (c) 
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by the President, there was widespread animosity toward the patent require- 
ments of the act, very little of which, however, appeared in any publication. 
Examples of this attitude were reflected in a speech by Harry R. Mayers ”™ be- 
fore the Boston Patent Law Association in November of 1958 and a published 
article” by Elmer Gorn.” Mr. Mayers said: 

“No legislation more clearly designed than the Space Act to eliminate patent 
incentives in a large segment of American industry has ever been proposed or 

; yet, except for the efforts of a few hard-working committees, the matter 
has passed almost without notice in the patent profession. My objective today 
is to alert any presently unalarmed individuals among you to the dangerous 
situation which has been thrust upon us and to suggest some measures which I 
think ought to be taken by industry and the organized bar to alleviate it.” 

Mr. Gorn wrote: 

“Few things have come out of Washington in recent years that have caused 
so much alarm in the aircraft-missile industry as the provisions of the National 
Aeronautics and Space Act of 1958 that have to do with patents and inventions. 
Whether because of intention or loose wording, the act is so written as to permit 
the Government to take over, as its own property, practically any new invention 
or development that touches on the air and space business. Whether it would 
ever be administered in such a way is questionable, but of course the danger is 

” 
apne appear to be two major reasons for this serious concern over the new 
legislation relating to patents: (1) loss of incentive for Government (NASA) 
contractors due to fear of loss of patent rights, and (2) fear of Government 
control of a new industry by controlling patents as was experienced as the 
yesult of the patent provisions of the Atomic Energy Act” My. Gorn also 
The earthling (writer) is puzzled as to what benefit the Government can get 
out of obtaining exclusive title to inventions, and is vaguely disturbed that such 
a provision, which before this had appeared only in the Atomic Energy Act, is 
now being used in an area which encompasses practically all human activity,” 

In one of the most comprehensive articles * NASA patent provisions, Wilson 
Maltby states: 

“The AEC Act provisions, lodging with the Commission title to all inventions 
useful in the production and utilization of special nuclear materials in an atomic 
weapon, and made under contract (or other arrangement) have been extended to 
the nonmilitary aspects of aeronautical and space activities in which knowledge 
and technology are shared by the scientific community at large.” 

Upon a summary comparison of the patent provisions of the Atomic Energy 
Act of 1954 and those of the NASA Act of 1958,” it is evident that there exists 
a similarity in some of the major aspects of the two acts, particularly, (1) 
title in certain inventions made by a contractor shall be vested in the United 
States, (2) rights in title of these inventions may be waived back to the con- 
tractor, (8) authority to review certain categories of pending patent applications 
and statements of the applicant, and (4) provisions for the granting of awards. 
In view of this obvious similarity of the above aspects, and indeed, of some of 
the detailed language and procedures suggested in both acts, an analysis of the 
patent provisions of the new NASA Act in view of those of the AEC Act would 
be appropriate. The Atomic Energy Act of 1954 (hereafter called the ABC 
Act) established the Atomic Energy Commission ” (hereafter called the Commis- 
sion) and contained its major patent provisions in sections 151 to 160. 


SUBSECTION 305(a) OF THE NASA ACT 


Subsection 305(a) of the NASA Act provides that any invention which is made 
in the performance of any work under any contract of the Administration, and 
which is determined by the Administrator to meet either of two specific criteria, 


ns General patent counsel, General Plectric Co., New York, N.Y. 
Aeronautical Procurement magazine, January 1959, at p. 20. 
” Assistant general counsel, Raytheon Manufacturing Co. 

*% Supra, note 11, 


* Supra, note 20. 


* 27 George Washington Law Review at pp. 49-75, October 1958. 
*Tbid. at p. 59. 


* Supra, note 11, 
* Supra, note 15. 
™ Supra, note 11 at secs. 2031. 
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shall be the exclusive property of the United States. [Emphasis added] 
most important aspect of this provision is that inventions made under aq NAS\ 
contract and which meet either of the two criteria shall become the EXChusite | 
property of the United States, and that no license or other interest in the title | 
shall remain with the contractor except, as will be discussed later, there a» | 
procedures which permit the contractor to submit a proposal to the Administaty; | 
for a waiver of all or any part of the rights of the invention back to the ¢gp.| 
tractor. Another important aspect of this provision is that not all the inventions | 
made under a NASA contract shall become the exclusive property of the Unite 
States, but rather only those inventions which the Administrator shall determin 
(1) were made by a person who was assigned to perform research, development 
or exploration work and the invention was in the scope of his employment datig 
or (2) were made by a person who was not assigned to perform research, deyg. 
opment, or exploration work but the invention was related to the contract or hjs 
assigned duties and was made during working hours or with a contribution frop 
the Government. 

Accordingly, if an employee was assigned to perform research work in y 
particular area of research activity but made an invention in another arg 
outside the scope of his assignment (no relation to the work he was assigne 
to perform), this invention would fail to qualify under either of the criteris 
and would not become the exclusive property of the United States but wogy 
remain with the contractor. The NASA Administrator has published patey 
regulations” pertaining to inventions made under NASA contracts, and has 
provided that certain NASA contracts shall contain a “Property Rights in Jp 
ventions” clause ® which requires that the contractor shall grant the Governmey 
a license for those inventions as to which rights have not been vested in th! 
Government pursuant to section 305 but were nevertheless made during th 
performance of the contract. The criteria set forth in subsection 305(a) pm 
scribing the conditions under which inventions made by a NASA contractor 
will become the property of the United States (NASA) is somewhat similar 
to (1) the conditions set forth in Executive Order 10096 “ which prescribes th 
Government’s rights to inventions made by Government employees, and (2) the 
common law of employer-employee relationship.” 

The term “made,” as used in section 405 of the act, is defined in subsectiq 
305(j) (2) as “the conception or first actual reduction to practice of such 
vention.” Therefore, under the NASA Act, an invention which may hay 
been conceived and constructively reduced to practice by a contractor prior ty 
a NASA ‘contract could still be considered to have been made under the co 
tract if it is actually reduced to practice during the performance of the co 
tract. The AEC Act does not define the term “made” but instead specifically 
infers in section 152 that conception is not an element of the making of the 
invention; here, the act states, “Any invention or discovery * * * made or 
conceived under a contract * * *.” The patent provisions in the NASA ani 
AEC Acts refer only to the question of title of the inventions “made” unde 
their respective contracts but not to the question of priority of an invention 4s | 
must be answered in an interference proceeding. The NASA definition does not 
attempt to change the common law in this respect.” 

Subsection 305(a) uses the expression “‘made in the performance of any work 
under any contract.” This is in contrast to section 152 of the AEC Act whieh 
uses only “made or conceived under any contract, etc.” This specific requirement 
in the NASA Act that the contract must involve work would indicate that Qo- 
gress did not intend that this provision should apply to all contracts but only 
to those in which the so-called work was performed. In this respect, the NASA 
provisions are more narrow than the AEC provisions which apply to “any cor 
tract.” If this conclusion is correct, subsection 305(a) of the NASA Act would 
not apply to NASA contracts for procurement of “off-the-shelf” items where | 
no work is involved, even though some inventions could possibly be made it 
this type of contract. 


9 24 F.R. 3577 (1959). 

Jbid. note 29 at sec. 1201.190. 

# Executive Order 10096, 15 F.R. 389 (1950). 

83 For discussion of the common law of employer-employee relationship and the require 
ments of the National Aeronautics and Space Act of 1958, see O’Brien and Parker, 19 Fed 
Bar J. 255-267, Property Rights in Inventions Under the National Aeronautics and 
Act of 1958. 

% Automatic Weighing Machine Co. v. Pneumatic Scale Corp., Ltd., 166 Fed. Rep. 28 
1909 C.D. 498 ; 139 O.G, 991. 
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The NASA patent regulations” require that the NASA “Property Rights in 
Inventions” clause shall be included in only the NASA contracts which entail 
technical, scientific, or engineering work and infer by exclusion that no “patents 
clause” will be required in production-type contracts. In contrast, however, the 
ABC patent regulations state that the type C patent provisions will be used 
when the work to be performed is of such character that any invention that may 
pe made will probably result from a routine production by the contractor, and 
thereby give the Commission the sole power to determine the disposition of the 
title and rights thereunder. 

Subsection 305(j)(2) of the NASA Act defines the term “contract” to mean 
“an actual or proposed contract, agreement, understanding, or other arrange- 
went, and includes any assignment, substitution of parties, or subcontract 
executed or entered into thereunder.” Section 152 of the AEC Act provides for 
any contract, subcontract, arrangement or other relationship. In the nearly 5 
years of experience with the AEC Act of 1954, no definition to express the scope 
of these words has been established,” but the NASA Act with broader language 

resents even greater questions. To what extent will the NASA Administrator 
apply subsections 305 (a) and (b) of the NASA Act in (1) proposed contracts, 
(2) agreements, or (3) understandings with NASA? This is, of course, another 

lem of interpretation which must be left to the NASA Administrator. It is 
of interest to note that the NASA “Property Rights in Inventions” clause ™ has 
been amended to include subcontractors,” which would tend to indicate that 
the NASA Administrator is limiting the word “contract” to an actual contract 
and subcontract. 

Subsection 152 of the AEC Act requires that any invention or discovery, useful 
in the production or utilization of special nuclear material or atomic energy, 
made or conceived under any contract, arrangement or other relationship with 
the Commission shall be deemed to have been made by the Commission, except 
that the Commission may waive its claim. Under these requirements only those 
inventions which have the characteristic of being useful in production or utiliza- 
tion of special nuclear material or atomic energy are affected by this presump- 
tion. All other inventions not having this special characteristic would not 
become the property of the Commission unless the Commission exercises its 
right under section 159“ of the AEC Act, which gives the Commission the right 
to require that patents granted on inventions made or conceived during the 
course of federally financed research or operations be assigned to the United 
States. This latter provision automatically gives the AEC Commission the 
right to take title to every invention made under its financed research programs 
if it so desires to exercise the right, whereas the NASA Administrator is limited 
in subsection 305(a) (1) and (2) and can take title only to inventions deter- 
mined to meet either of the two specified criteria. 


SUBSECTION 305 (b) 


Subsection 305(b) of the NASA Act directs that each contract entered into 
by the Administration for the performance of any work shall contain effective 
provisions under which the contractor shall furnish to the Administrator full 
and complete technical information concerning any invention, discovery, im- 
provement, or innovation made in the performance of any such work. The 
term “invention” is not defined in the NASA Act. In analyzing subsections 
305 (a) and (b), the former limits the Administrator’s authority to take ex- 
clusive title to only those inventions which meet one of the two criteria 
therein specified and makes no mention of any discovery, improvement, or inno- 
vation which might be made in the performance of the work but which must be 
reported to the Administrator under subsection (b). The patent statute, 35 
U.8.C. 100, 101, provides that the term “invention” means invention or discovery 
and that whoever invents, discovers, or makes an improvement. may obtain a 
patent therefor. Thus, the basic patent laws of the United States imply that an 
invention could also include a discovery or improvement; however, the term 


® 24 F.R. 3575 at secs. 1201.101-2(a). 

*AEC Manual, U.S. Atomic Energy Commission, at sec. 9113-015, June 20, 1955. 

* Boskey, 36 JPOS 879 (1954) ; Beckett, 37 JPOS 50 (1955). 

* Supra. note 30. 

6615. 

“Supra, note 11 at sec. 2189: “Nothing in this act shall affect the right of the Commis- 

n to acquire that patents granted on inventions, made or conceived during the course 
of federally financed research or operations, be assigned to the United States (see. 159).” 
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“innovation” is not used. This slight irregularity was alleviated in the NASA 
patent regulations which state that the term “invention” includes any invent) 
discovery, improvement, or innovation,” but which further prescribe that the 
contractor is not required to report every trifling discovery, improvement, or. 
innovation but only those which appear to have a reasonable probability of being | 
patentable.“ This circulatory route directs that only those innovations must be 
reported that appear to be patentable and therefore, in reality, are actually | 
inventions. i 

The AEC Act does not specifically provide that its contracts shall contain | 
provisions requiring the reporting of any inventions (discovery, improvement, or _ 
innovation) to the Commission. This requirement is implied, however, in syp. 
section 151(c) of the AEC Act which requires that any person (not only a ¢op. 
tractor) who has made or hereafter makes any invention or discovery useful jp 
specific fields of atomic energy must either file a report with the AEC Commis. 
sioner or file a patent application for the invention or discovery with the Com. 
missioner of Patents, who in turn is required in subsection 151(d) to notify the 
Commission of such applications and to make them available to the Commission, 

The reporting provisions of the AEC Act are much more broad in scope than 
those of the NASA Act. While the NASA Act requires only those inventions 
made during the performance of work under a NASA contract to be reported, the 
AEC Act requires all inventions, etc., useful in specific fields to be reported q- 
rectly or indirectly, regardless of the origin of the invention. The NASA Aq 
requires that full and complete technical information concerning the invention 
shall be furnished promptly to the Administrator. This information is essential 
to enable the Administrator to make his determination under subsection 305(a), | 
and also is necessary where NASA would be required to prepare and prosecute 
patent application in compliance with subsection 305(h) relating to the protec 
tion of the inventions in which the Administrator holds title. The reporting 
clause “ of the AEC Act requires substantially the same complete description of 
the invention for substantially the same reasons. 


SUBSECTIONS 805 (c), (d), AND (@) 


The writers of subsections 305 (c), (d), and (e) of the NASA Act followed 
very closely the wording of section 152 of the AEC Act in providing for the 
respective agency to review copies of certain patent applications pending at the 
U.S. Patent Office. Subsection 305(c) of the NASA Act provides that no patent 
may be issued to any applicant other than the Administrator for any invention 
which appears to the Commissioner of Patents to have significant utility in the 
conduct of aeronautical and space activities, unless the applicant files with the 
Commissioner a written statement setting forth the full facts concerning the 
circumstances under which such invention was made, and stating the relation- 
ship (if any) of such invention to the performance of any work under any con- 
tract of the Administration. Similar provisions appear in the AEC Act,* except 
the criteria is for any invention or discovery useful in the production or utiliza- 
tion of special nuclear material or atomic energy. Both acts provide that the 
Commissioner of Patents shall transmit copies of the applications and statements 
of the applicants to the respective agency, and that the agency has 90 days to 
review the applications and statements. If the NASA Administrator or the AEC 
Commission so requests or directs, respectively, the Commissioner of Patents 
shall issue the patent to him or the Commission, unless within 30 days the appii- 
cant requests a hearing before a Board of Patent Interferences, whose ultimate 
decision may then be appealed to the Court of Customs and Patent Appeals. 

Both the NASA and AEC Acts place on the Commissioner of Patents the burden 
of selecting the specific patent applications to be affected by this requirement. — 
There is not likely to be much difficulty for the Commissioner of Patents or his 
representatives to select those cases as prescribed by the criteria in the ABC 
Act. Most of these special applications would be pending in only a few examib- 
ing divisions where the cognizant patent examiners are skilled in the relatively 
narrow atomic energy and related arts. Such is not the case in implementing 
the NASA criteria, ie., significant utility in aeronautical and space activities 
Even though the field of atomic energy is relatively new, the field and technology 


“1 Supra, note 30 at sec. 1201.190(a) (iii). 


# Supra, note 11 at sec. 2181(c). (See. 151(¢).) 
43 Supra, note 11 at sec. 2181(c). (See. 151(c).) 
* Supra, note 11 at sec. 2182. (Sec. 152.) 
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of space and its related activities are even more recently activated. Applications 
for inventions which might have utility in aeronautical and space activities 
could conceivingly be under examination in every examining division in the Patent 
Office. This presents the obvious difficulty in determining which applications 
are to be considered under these provisions of the NASA Act. It is logical that 
the NASA Administrator assist the Commissioner of Patents by providing him 
with an interpretation of what types of inventions might have this required 
significant utility. The writers of the NASA provisions were apparently aware 
of this difficulty in determining what applications would be affected, because 
the NASA criteria specifically requires the invention to have “significant utility,” 
while the AEC provisions require only that the invention be “useful.” 

The reasons for such a provision to be part of the NASA Act patent provisions 
are threefold: (1) to give the Administrator an opportunity to police the 
reporting requirements of the NASA contracts as required in subsection 305(b), 
(2) to provide a means for the determination, by independent authority subject 
to judicial review, of any controversy with respect to the validity of the Admin- 
istrator’s claim of title to any invention,” and (3) to help bring the latest aero- 
nautical and space technological information to the attention of the NASA 
scientific personnel. The only basis by which the Administrator of NASA can 
request the Commissioner of Patents to issue to him a patent for an application 
reviewed under subsection 305(c) is where it appears that the invention was made 
under a NASA contract and qualifies under either of the two criteria of sub- 
section 305(a). By requesting that the patent be issued to him, the Adminis- 
trator thereby shifts the burden onto the applicant to prove the true circum- 
stances of the making of the invention. If the NASA scientist reviews a patent 
application transmitted to NASA under subsection 305(c) and desires to make 
use of the invention therein described, NASA is obligated to negotiate a license 
with the assignee of the application or subsequent patent. 

The AEC Act contains these patent application review provisions for the same 
three reasons described above for the NASA Act, plus the following additional 
reasons Which are peculiar to the AEC Act: (4) an opportunity for AEC to 
review all applications in order to exclude the issuance of any patents for atomic 
weapons as prescribed in subsection 151 (a) and (b), (5) an opportunity to 
police the reporting requirements of subsections 151 (c) and (d), and (6) an 
opportunity for AEC to police the special AEC license requirements set forth in 
sections 101-110 of the AEC Act.” 

The last paragraph of section 152 of the AEC Act provides that where the 
statement of facts filed by the applicant is thereafter found to contain false 
material statements, the AEC Commission may have the title to any patent 
transferred to the Commission on the records of the Commissioner of Patents. 
This same provision is contained in subsection 305(e) of the NASA Act except 
the NASA Administrator is limited to within 5 years after date of issuance of 
such patent to file his request for the transfer of title. It is specifically stated 
in the NASA Act and is implied in the AEC Act that the applicant can request 
a hearing before a Board of Patent Interferences to determine initially whether 
any such false representation was contained in such statement by the applicant. 
The decision of the Board of Patent Interferences is subject to review by the 
Court of Customs and Patent Appeals. 


SUBSECTION 305 (f) 


Subsection 305(f) of the NASA Act provides that the Administrator may 
waive all or any part of the rights of the United States with respect to any 
invention made under a NASA contract and which qualified under either of 
the specified criteria of subsection 305(a) (1) and (2), and in which exclusive 
title was vested in the United States. The Administrator may only make a 
waiver where he determines that the interests of the United States will be 
served thereby. [Emphasis added.] Section 152 of the AEC Act provides that 
the Commission may waive its claim to any invention or discovery under such 
circumstances as the Commission may deem appropriate. [Emphasis added.] 
Congress has given the AEC Commission more latitude than it gave the NASA 
Administrator in determining what rights can be waived because the matter 
is left solely with the Commission as what it may deem appropriate, whereas the 


* Supra, note 13 at p. 23. 
“Supra, note 11 at secs, 2181-2190 (secs. 101-110). 
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NASA Administrator must determine what will “serve the interests of ty, 
‘nited States.” It again becomes necessary under the NASA Act, however to 
make a categorical determination of what is meant by this qualification place 
on a particular type of invention. As in subsection 305(c), it was Necessary 
for the Commissioner of Patents to determine which inventions have Significan; 
utility in aeronautical and space activities”; it becomes necessary in subseetig, | 
305(f) for the NASA Administrator to determine which inventions ma 
waived so “that the interests of the United States will be served thereby,” 

The NASA Administrator has published interim regulations” setting forth | 
policies and procedures concerning waiver of all or any part of the rights g | 
the United States with respect to inventions made in the performance of Work 
required by contracts of NASA. These regulations define the Administrator; | 
policy concerning when the interests of the United States (1) would* and | 
(2) would not “ be served by waiver of rights under inventions. i 

It is difficult, if not impossible, to explicitly define what serves the interests 
of the United States because these interests are obviously extremely broad | 
Perhaps Dr. Simon Ramo,” during his testimony before the special House cop. 
mittee * concerning the NASA Act, touched on something that would be of inter. 
est to the United States when he said there must be some type of Government 
control in the use of outer space for at least the sake of safety for our Citizens, | 

The NASA Act directs that each waiver shall be subject to the reservation by 
the Administrator of an irrevocable, nonexclusive, nontransferable, royalty-fpe | 
license. No such specific provision is necessary in the AEC Act because waiver | 
are made as the Commission may deem appropriate. Furthermore, the Cop. | 
mission could at any time exercise its rights in its yet unused “reserve clause’ 
compulsory license provision of section 153 and declare a patent affected wit) | 
the public interest, and thereby be automatically licensed to use the invention 
under subsection 153(b). 

The NASA Act provides that each proposal for a waiver shall be referred to ap 
Inventions and Contributions Board which shall accord each interested party 
an opportunity for hearing, and shall transmit its findings and recommendations 
to the Administrator. No such elaborate procedural provisions are indicate 
in the AEC Act but only that a waiver may be granted by the Commission upm 
a majority vote.” 


SUBSECTION 30512) 


Both the NASA Act (subsec. 305(g)) and the AEC Act (sec. 156) grant similar 
authority for specifying tie terms and conditions under which licenses may & 
granted for patents owned by them. Both acts likewise provide addition) 
authority for acquiring and disposing of property rights in patents. Subsection 
203(b) (3) of the NASA Act authorizes the Administrator to sell and otherwise 
dispose of real and personal property (including patents and rights thereunder); 
and subsection 161(g) of the AEC Act authorizes the Commission to sell, lease, | 
grant, and dispose of real and personal property including patents. This autho: | 
ity for Government agencies to license and especially to sell property rights in 
patents represents an opportunity for the Government to recognize a new source 


of revenue. The desirability for the Government to license or sell its patent 
rights for a fee has been the subject of much discussion.“ The AEC Commission | 
has not attempted to exercise its authority to dispose of any of its rights in its 
patents owned by the United States.“ There were provisions in the early drafts 
of both the AEC Act of 1954” and. the NASA Act” which provided for the im | 
position of royalties upon licenses under their patents. There are many dift 
culties and objections to the charging of royalties for use of Government-ownel 
inventions such as (1) difficulty in fixing the proper royalty rate, (2) detection 


47 24 Fed. Reg. 1644 (1959). 

48 Ibid., at secs. 1201.303 and 1201.304-2. 

Thid., at sees. 1201.304-1. 

© Executive vice president, Ramo-Wooldridge Corp., Los Angeles, Calif. 

5. Hearings on H.R. 11881 before the House Select Committee on Astronautics and Space 
Exploration, 85th Cong., 2d sess. (1958), at pp. 498-499. 

*2 Supra, note 11 at see. 2031. Action of the Commission shall be determined by 
majority vote of the members present. 

Ownership and Administration by the U.S. Government, 

at pp. 157-175. 

% Speech by Roland A. Anderson, Chief, Patent Branch, AEC, at FBA-BNA Briefing 
Conference on Patents, Trademarks, and Copyrights, Washington, D.C., May 19, 1959. 

Ooms, 38 JPOS 48. 

* Supra, note 10 at (b) of S. 3609. 
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and prosecution of infringers, (3) competition with private industry, and (4) 
passing on to the public of the additional toll.” It is obvious, however, that the 
aeronautical and space activities of NASA are much broader than the activities 
of AEC, and there would be a much larger market for the patents owned and 
administered for the “nited States by NASA. The NASA Administrator might 
he compelled for the best interests of the United States to promulgate regula- 
tions relating to the sale or lease of the property rights in the NASA patents. 
Subsection 203(b) (3) of the NASA Act gives the Administrator broad au- 
thority “to acquire (by purchase, lease, condemnation, or otherwise) * * * any 
real and personal property (including patents) or any interest therein.” 
parallel authorization in section 161(g) of the AEC Act also authorizes the 
Commission to “acquire, purchase, lease, and hold real and personal property, 


including patents.” 
SUBSECTION 305 (i) 


Subsection 305(i) of the NASA Act provides that the “Administration shall 
be considered a defense agency of the United States for the purpose of chapter 
17 of title 35 of the United States Code.” This chapter pertains primarily to 
the inspection and withholding of certain patent applications, the disclosure of 
which in a patent would be detrimental to the national security. No specific 
provision is contained in the AEC Act, nor is one necessary by reason that 
section 181 of chapter 17 specifically provides for inspection of patent applica- 
tions by “the Atomic Energy Commission, the Secretary of Defense, and the 
chief officer of any other department or agency of the Government designated 
by the President as a defense agency of the United States.” This provision in 
subsection 305(i) of the NASA Act specifies that NASA is a defense agency 
for this purpose, and therefore may inspect pending patent applications, and 
may notify the Commissioner that the inventions be kept secret and the appli- 
cation withheld from issue as a patent as the national interest may require. 


OBSERVATIONS 


The above comparison shows that there is considerable similarity in the 
patent provisions of the AEC Act of 1954 and the NASA Act of 1958. Perhaps 
the greatest significance of the NASA Act is that its patent provisions affect 
a much greater segment of the American industry and enterprise than did the 
provisions of the ABC Act, which were restricted to the field of atomic energy. 

Few, if any, congressional acts relating to patents have received so much 
published adverse comment than has the Atomic Energy Act. It is interesting 
to note, however, that there has been a noticeable absence of volunteers from 
among the large contractors doing business with AEC to appear before con- 
gressional committees considering amendments to the AEC Act.” It must be 
remembered that the number of contractors doing business in the atomic energy 
field is only a very small percentage of the possible number that will be active 
in the aeronautical and space and related fields. 

Perhaps not enough time has elapsed since the NASA Act was approved in 
July 1958 for many of its critics to document their opposition. The most effec- 
tive way to learn about the act and its ramifications is to gain experience in 
working with the NASA interpretations and regulations. The NASA Admin- 
istrator™ has said, “In due course, I am sure, the Congress will want to review 
this entire matter. In the meantime, we are going to make every effort to 
administer the legal requirements in the patent field fairly and objectively, with 
due regard for the interests of both Government and industry.” ™ 


“Report of the Attorney, General, Inspection of Government Patent Practices and 
Policies (1947), vol. I, at pp. 122—123. 

* Title 35 of the United States Code, ch. 17—“Secrecy of Certain Inventions and Filing 
Applications in Foreign Countries,” sees. 181-188. 

® Supra, note 53. 

T. Keith Glennan 

"Speech before the Electronics Industries Association, Washington, D.C., Mar. 19, 1959; 
Aviation Week, Mar. 30, 1959, p. 33. 
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{Reprinted from the ‘‘Atomic Energy Law Journal,” Vol. 1, No. 1, 
Winter, 1959] 


PATENT PROTECTION AND ATOMIC ENERGY 
LEGISLATION 


i STEFAN A. RIESENFIELD* 


| THE PATENT PROVISIONS OF THE ATOMIC ENERGY ACT OF 
1954 


A. Background and Battleground 


| 1. Genesis and Content of the Patent Provisions in the 
1946 Act 


When the release of atomic energy, whether by fission 
or fusion, ceased to be a purely military matter’ and 
emerged as the most promising avenue for peaceful hu- 
man progress, it became clear that a new and bold legis- 
lative policy governing the production and utilization of 
the new power source had to be shaped. It was felt 
that, at least at the beginning, the government would 
still have to bear the brunt of the development and re- 
tain vast monopoly and control powers in order to assure 
| that scientific and technical endeavors would not slacken 
_ and that national security would not be imperiled; after 
a heated and crucial battle, it was settled that a new 
| civilian agency should be the center of the new govern- 
mental activities.’ 
It soon became evident that the government's special 


® Professor of Law, University of California. The views expressed in this 
article are strictly the personal opinions of the author and in no way reflect 
any position of the Regents of the University of California, a prime con- 
tractor of the AEC. 

This article originally appeared at 46 CALIFORNIA LAW REVIEW 
40 and is reprinted with the permission of the Editors. 

1 About the military phase of the development of release and utilization 
of nuclear energy, see particularly Smyru, ATOMIC ENERGY FOR MILITARY 
Purposes (1946). 

? About the history of the first atomic energy legislation, see especially 
Miller, A Law Is Passed—~The Atomic Energy Act of 1946, 15 U. Cut. L. 
Rev. 799 (1948). 
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position and responsibility in the atomic energy field 
would have important patent implications and require 
special regulation.” To be sure, the first bill on the 
contro] of atomic energy,* introduced by the late Senator 
McMahon, the pioneer of the new legislation, contained 
no mention of patent questions, But his second bill 
which was introduced shortly before the end of 1945° 
incorporated some important provisions to this effect. 
The new bill singled out and differentiated two types 
of inventions; (1) those of “a device or method for the 
production, refining or other processing of fissionable 
material” and (2) those of “any process or device utiliz- 
ing or peculiarly necessary to the utilization of fissionable 
materials, or peculiarly necessary to the conduct of re- 
search or developmental activities in the [atomic] fields” 
(as specified in the bill). For the first class of inventions 
patents were to be issued or, if already issued, to be as- 
signed to the Commission subject to a right to fair com- 
pensation of the inventor. The second class of inventions 
was left to privately-owned patents, but declared to be 
affected with a public interest and made generally avail- 
able upon payment of a reasonable royalty fee.° In the 
course of the hearings on the bill before the Senate 
Special Committee on Atomic Energy’ the proposed 


8 About the handling of the patent aspects of inventions relating to 
atomic energy development during the military control phase, see Newman 
& Miller, Patents and Atomic Energy, 12 Law & Contemp. Pros. 746 
(1947). 

4S. 1859, 79th Cong., Ist Sess. (1945). 

5S. 1717, 79th Cong., Ist Sess. (Dec. 20, 1945). For the text of the 
bill see also Atomic Energy Act of 1946, Hearings before Senate Special 
Committee on Atomic Energy on S. 1717, 79th Cong., 2d Sess. 1 (1946). 

6S. 1717, 79th Cong., Ist Sess., § 10. See also the summary given by 
one of the draftsmen of the bill, Miller, A Law Is Passed—The Atomic 
Energy Act of 1946, 15 U. Cut. L. Rev. 799, 808 (1948). 

7 Atomic Energy Act of 1946, Hearings before Senate Special Com- 
mittee on Atomic Energy on S. 1717, 79th Cong., 2d Sess. (5 parts) 
1 (1946). 
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t provisions drew a considerable amount of atten- 
tion. Henry Wallace, then Secretary of Commerce, 
urged important changes in three respects.’ In the first 
place he argued that the patent system had no raison 

’etre with respect to inventions in those fields of activity 
which the government reserved exclusively to itself. 
Second, he maintained that the government or the public 
at large should obtain patent rights to all other inven- 
tions stemming from publicly financed research. Lastly, 
he recommended certain restrictions of the compulsory 
licensing provisions. His arguments seem to have been 
persuasive to a large extent. As a result of them the 
Committee rewrote the patent provisions as well as most 
other sections of the bill and recommended its passage 
in its redrafted form.’ 

The new patent section, section 11 of the bill,*® made 
a number of important structural changes in the existing 
patent system: 


(1) Patent protection was withdrawn, both pros- 
pectively and retrospectively, for certain critical areas 
of technology and against certain privileged practices of 
inventions. 


(a) Patentability was abolished in toto for inventions 
useful solely in the production of fissionable ma- 
terial or in the utilization of fissionable material 
or atomic energy for a military weapon.” 


(b) Patent coverage was excluded for other inven- 
tions to the extent that they are used in the pro- 


$Id. at 225-26. 


a Energy Act of 1946, S. Rep. No. 1211, 79th Cong., 2d Sess. 
1946). 


10 Td. at 24, 
(ia), 1717 (Special Committee Draft), 79th Cong., 2d Sess., § 11(a)(1) 


a | 

| 

d | 

e | 
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duction of fissionable material or in the utiliza. 
tion of fissionable material or atomic energy for 
a military weapon.” 


(c) Patent protection was likewise eliminated for 
other inventions to the extent that they are used 
in the conduct of research and development 
activities in certain atomic fields catalogued by 
the bill.* 


(2) Broad powers of eminent domain were specific. 
ally accorded to the federal government, represented by 
an Atomic Energy Commission, with respect to inven- 
tions—whether or not covered by patents or pending ap- 
plications—which are useful in the production of fission- 
able material or in the utilization of fissionable material 
or atomic energy for military weapons, or which utilize 
or are essential in the utilization of fissionable material 
or atomic energy.“ 


(3) The Commission was empowered to declare any 
patent, regardless of private ownership, to be affected 
with a public interest and as a result subject to certain 
broad but non-gratuitous licenses if the invention covered 
by the patent utilized, or was essential to the utilization 
of, fissionable material or atomic energy and, moreover, 
such licensing was necessary to effectuate the statutory 
policies and purposes. Such compulsory licenses au- 
thorized practicing of the invention in question, both by 
the Commission itself and by all private operators hold- 
ing licenses to carry out the manufacturing or utilization 
activities subjected to such control by the bill.”* 


12 Id. § 11(a)(2). 

13 Id. § 11(b). 

14 Td. § 11(d). 

15 Jd. § 11(c)(1) and (2). 
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This triple regime of limited or non-patentability, 
government acquisition through condemnation and 
compulsory licensing was implemented by a congeries of 
provisions designed to assure prompt and adequate 
government information of inventions thus given a 

ial status and to accord appropriate compensation 
or fair reward to persons affected by the new arrange- 
ment: 


(1) The bill imposed a duty of prompt and complete 
disclosure on all makers of inventions useful in the pro- 
duction of fissionable material or in the utilization of 
fissionable material or atomic energy for military weap- 
ons. In addition it obligated the Commissioner of 
Patents to notify the Atomic Energy Commission of all 
patent applications covering such or other inventions 
subject to the new powers of eminent domain.” 


(2) In order to secure just compensation or reason- 
able royalty fees to patent owners subjected to with- 
drawal of acquired patent protection, condemnation and 
requisition, or compulsory licensing, as well as to provide 
fair rewards as an incentive to inventors affected by the 
exemptions from patentability, a special Patent Compen- 
sation Board to be designated by the Commission was 
created. The bill contained fairly detailed standards for 
the determinations to be made by the board and provided 
for judicial review thereof upon petition by the aggrieved 
party.”® 

These provisions of the revised bill had smooth sailing 
in the Senate’ but met with violent criticism in the 

16 Id. § 11(a)(3). 

1 Id. § 11(d), last clause. 

18 Id. §§ 11(e) and 13. For a discussion and construction of the judicial 
review provisions after they became law see Fletcher v. U.S. Atomic Energy 


Comm'n, 192 F.2d 29 (D.C. Cir. 1951). 
1992 Conc. Rec. 6076-98 (1946). 
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House of Representatives” and were finally struck out 
and replaced by a different system proposed by Congress. 
man Lanham.” However, they prevailed in the confer. 
ence” and were translated into law by the Atomic 
Energy Act of 1946.” 


2. From the Atomic Energy Act of 1946 to the Revision 
of 1954 


In spite of the turbulent circumstances of their birth 
and certain flaws in their draftsmanship the patent pro- 
visions of the 1946 Act did not hurl their administration 
into a chasm. The AEC went to work quietly and 
tackled its task methodically and with circumspection, | 
In January 1947 it appointed a Patent Advisory Panel “to 
recommend to the Commission policies, procedures and 

_ staff organization for the effectuation of the patent pro- 
4 and, upon submission of its report 


visions of the Act 
on September 17, 1947 and after proper hearing, 


20 Id. at 9249-75, 9464—77, 9545-63 (1946). 

21 Jd. at 9484-93, 9561 (1946). 

22 Atomic Energy Act of 1946, Conference Report to Accompany S. 
1717, H. R. Rep. No. 2670, 79th Cong., 2d Sess. 10—12 (1946). 

23C, 724, §§11, 13, 60 Srar. 768, 772, 42 U.S.C.A. §§ 1811, 1818 
(1952). For detailed discussions of the former law see especially Boskey, 
Inventions and the Atom, 50 Cotum. L. Rev. 433 (1950); Dani & Brown, 
Domestic ConTrot or Atomic Enercy 69 (Social Science Research Coun- 
cil Pamphlet No. 8 (1951); Newman & Miller, Patents and Atomic Energy, 
12 Law & Contemp. Pros. 746 (1947), reprinted in NEWMAN & MILLER, 
Tue Controt or Atomic Enercy 142 (1948); Ooms, Atomic Energy and 
U.S. Patent Policy, 2 Butt. or THE ATomic Scientists, No. 9 and 10, at 
28, No. 11 and 12, at 30 (1946); Oooms, The Patent Provisions of the 
Atomic Energy Act, 15 U. Cut. L. Rev. 822 (1948); Oooms, Problems of 
Patent Policy for Government and Industry in Atomic Energy, LecTunes 
on Atomic ENnercy INDUSTRIAL AND LEGAL ProsLeMs 155 (U. of Mich. 
1952); Note, Atomic Energy Patent Provisions and the American Economy, 
97 U. Pa. L. Rev. 389 (1949). 

24 AEC, First Semiannual Report, S. Doc. No. 8, 80th Cong., Ist Sess. 
10 (1947); AEC, Second Semiannual Report, S. Doc. No. 96, 80th Cong, 
lst Sess. 17 (1947). 

25 AEC, Third Semiannual Report, S. Doc. No. 118, 80th Cong, 2d 
Sess. 35 (1948); AEC, Frrrm Semiannvua Report 149 (1949). 
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promulgated the administrative rules governing proceed- 
ings for compensation, royalty fees and incentive 
awards.” The Patent Compensation Board was appoint- 
ed in April of 1949” and since that date has processed a 
dozen or so cases. A few of the applications were ter- 
minated by sizable settlements,”* one led to an award of 
$7,500 in favor of the applicant,” but the majority were 
rejected.”° 

The Commission saw no occasion to exercise its 
statutory authority to declare patents affected with pub- 
lic interest and thereby subject them to automatic li- 
censes. Following the lines of action recommended by 


26 The regulations were published in the proposed form on May 8, 1948, 
13 Fep. Rec. 2487 and promulgated in their final form on June 24, 1948, 
18 Fep. Rec. 3457, 10 C.F.R. pt. 80 (1949); cf. AEC, FourtH SEMIANNUAL 
Report 57 (1948); AEC, Frrra Semiannuat Report 149, 173 (1949). 
27 AEC, SrxtH SEMIANNUAL Report 14 (1949). 


28 Application of Christofilos ($10,000 settlement); Application of 
Giannini & Co., involving the basic Fermi-Pontecorvo patent for production 
of radioactive substances by means of neutron moderation ($300,000 settle- 
ment); Application of Seaborg, Kennedy, Wahl & Segre ($400,000 settle- 
ment). See AEC FirreeNtH SEMIANNUAL Report 52 (1954); AEC, 
EIGHTEENTH SEMIANNUAL Report 100 (1955); CCH Atom. En. Law 
Rep. 113152, 3160. 

29 In re McClellan, 91 U.S.P.Q. 278 (1951), CCH Atom. En. Law Rep. 
13154; see also AEC, ELEVENTH SEMIANNUAL Report 44 (1952); Ooms, 
Problems of Patent Policy for Government and Industry in Atomic Energy, 
LecrurEs ON AToMic ENERGY INDUSTRIAL AND LEGAL ProBLEMs 155, 

'(U. of Mich. 1952). 


80In re Fletcher, 84 U.S.P.Q. 386 (1950), CCH Atom. En. Law Rep. 
18151, aff'd sub nom. Fletcher v. AEC, 192 F.2d 29, 90 U.S.P.Q. 3 (D.C. 
Cir, 1951) [for a connected phase of the litigation see Fletcher v. United 
States, 133 Ct. Cl. 896, CCH Atom. En. Law Rep. 13303 (1956)]; In re 
Pacyna, 89 U.S.P.Q. 196, CCH Atom. En. Law Rep. 13153 (1951); In 
reSchulz, 94 U.S.P.Q. 124, CCH Atom. En. Law Rep. 13155 (1952); 
In re Fulmer, CCH Atom. En. Law Rep, 43156 (1950); In re Matheson, 
CCH Atom. En. Law Rep. 13157 (1951); In re Lindequist, 88 U.S.P.Q. 
264, CCH Atom. En. Law Rep. 13158 (1951); In re Rapp, 105 U.S.P.Q. 
48, CCH Atom. En. Law Rep. 13159 (1955); In re Grossman, 107 
US.P.Q. 181, CCH Atom. En. Law Rep. 13161 (1955) (on remand by 
DC. Cir.) 111 U.S.P.Q. 388, CCH Atom. En. Law Rep. 13163 (1956), 
aff'd sub nom. Grossman vy. United States, CCH Atom. En. Law Rep. 
13305 (D.C. Cir. 1957); In re Dittenheimer, 109 U.S.P.Q. 259, CCH 
Atom. En. Law Rep. 1 3162 (1956). 
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the initial report of the Patent Advisory Panel, the AEC 
looked at its authority in this respect as a “reserve power” 
to be exercised only “under certain rather exceptional 
circumstances.’ The successful maintenance of this 
position rested principally upon the practice followed by 
the AEC of reserving to itself the right to take title to any 
invention made in the course of work under the research, 
development and operations contracts concluded by it 
and supported with public funds. In execution of this 
approach the Commission developed three types of | 
patent clauses—designated “type A,” “type B” and “type 
C”—which were inserted in the contracts according to 
what kind of work by the contractor was involved. Type 
A, the most sweeping and most commonly used, accord- 
ed the Commission the power to insist on acquisition 
of full patent rights, while types B and C left the con- 
tractor’s rights as non-exclusive and sole licensee, res- 
pectively, in fields other than atomic energy.” Because 
of the rapidly mounting patent portfolio thus accumulat- 
ing, in December 1949 the AEC initiated a program of- 
fering and freely granting licenses on a royalty-free, non- 
exclusive basis for patents acquired by it as a result of 
inventions made by AEC personnel or contractor em- 
ployees on AEC work.** The AEC thus successfully — 
avoided becoming embroiled in cumbersome controvers- 


81 AEC, Firrn SEMIANNUAL Report 148 (1949). 

and the field of their application, see AEC, Firra SemMiaNNuat Report 150 
(1949); & Brown, Domestic Controt or Atomic Enercy 73 
(Social Science Research Council Pamphlet No. 8 (1951)). Inventions 
made in the course of work (not financed by the Commission) on or with 
radioactive isotope compounds obtained from the Commission were left | 
to unrestricted private patent rights, AEC, Firra SeMiANNUAL Report 
151 (1949). 

883 See AEC, Semiannuat Report 209 (1950); AEC, Tents 
SemiANNUAL Report 63, 147 (1951); AEC, SEMIANNUAL 
Report 44, 192 1952); subsequent reports. 
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EC ies and the very few court decisions which were rend- 
er” ered caused no special difficulties. 


3, The Revision of 1954: New Tempest in a Teapot 


Toward the end of 1952, at the latest, it became evid- 
ent that the 1946 legislation no longer corresponded to 
the “nuclear realities’® of the times. The atomic energy 
monopoly of the United States had vanished in 1949 
when the USSR exploded her first atomic bomb; the 
advances in the art of harnessing atomic energy for peace- 
ful uses had been made at such a pace that the further 
development of the nuclear reactor program made broad- 
ened participation by private industry feasible and de- 
sirable, if not imperative. As a result a thorough over- 
hauling of the 1946 Act could no longer be postponed.** 


84 Fletcher v. United States, 183 Ct. Cl. 896 (1956); Fletcher v. United 
States AEC, 192 F.2d 29 (D.C. Cir. 1951), cert. denied, 342 U.S. 914 
(1952); Consolidated Reghearing Corp. v. United States, 127 F. Supp. 
558 (Ct. Cl.), cert. denied, 349 U.S. 939 (1955). 

%5Term used in Message from the President, Transmitting Recom- 
mendations Relative to the Atomic Energy Act of 1946, H.R. Doc. No. 328, 
83d Cong., 2d Sess. (1954); 1 Lecistatrve History oF THE ATOMIC 
Enercy Act or 1954, 45 (AEC 1955). 

%6 The need for and the scope of new legislation were the subject of 
extensive public hearings held by the Joint Committee on Atomic Energy 
during June and July 1953, see Atomic Power Development and Private 
Enterprise, Hearings before the Joint Committee on Atomic Energy, 83d 
Cong., Ist Sess. (1953). Prior to these hearings the chairman of the Joint 
Committee and the chairman of its Reactor Development Subcommittee had 
informed the Atomic Energy Commission that they would like to receive 
a statement on atomic power policy and a program of private industrial 
participation for consideration by the Joint Committee in executive ses- 
sion, id, at 62. Pursuant to these requests the Commission on May 26, 1956, 
transmitted a policy statement on atomic power development which had 
been submitted to and approved by the National Security Council, id. at 
1, 54. This policy statement which was formulated in six points was again 
presented at the first day of the public hearings, id. at 6—7. Point 4e 
called for “more liberal patent rights than are presently granted to outside 
groups as may seem appropriate to the Commission and consistent with 
existing law,” id. at 7. The desirability of broadening the area of private 
patent rights was stressed by numerous witnesses at the hearings. Mr. 
Ooms, in particular, made detailed proposals in this respect which exerted 
important influence on the final form of the Act of 1954, id. at 457. 
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The immediate impetus to legislative action was: 
given by a message of the President of February 17, 
1954*" which urged revision of the existing law so as to 
furnish—among other objectives in the international field 
—‘“improved procedures for the control and dissemina- 
tion of atomic energy information” and “encouragement 
of broadened participation in the development of peace- 
time uses of atomic energy.” In order to accomplish the 
latter goal the message recommended a carefully guard- 
ed, but drastic, relaxation of the government monopoly 
in the areas of production and utilization of atomic 
energy, coupled with a corresponding expansion of the 
area in which private patents could be obtained. How- 
ever, in order to forestall the unfair acquisition of patent 
monopolies by contractors already in the field it was sug- 
gested that authority to require licensing of patented 
inventions essential to the peacetime applications of 
atomic energy should be continued for a limited period, 
estimated at five years.” 

In pursuance of this request the Joint Committee on 
Atomic Energy drafted a proposed act to amend the 
Atomic Energy Act of 1946 which was introduced in 
both Houses in April, 1954.°° The envisaged revision 
restored to the patent system a large portion of the 
sector which the 1946 legislation had withdrawn. In- 
ventions useful solely in the utilization of “special ma- 
terial”*° or atomic energy in an atomic weapon remained 

37 Note 35 supra. 

88 H.R. Doc. No. 328, 83d Cong., 2d Sess. 7 (1954); 1 Lecistanive 
History oF THE Atomic Enercy Act or 1954, 51 (AEC 1955). 

39 H.R. 8862, 83d Cong,, 2d Sess. 1954); S. 3323, 83d Cong., 2d Sess. 
(1954). For the identical texts of the Committee Print and the two bills 
see 1 LecisLative History oF THE ATOMIC Act or 1954, 53-104, 
105-255 (AEC 1955). 

40 “Special material” signified plutonium, uranium enriched in 
233 or 235 and other materials to be special materials, H.R. 8862, 
Cong., 2d Sess. § 11s (1954). 
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unpatentable;** multiple application inventions were like- 
wise not protectable by patents to the extent that they 
were used in such utilization.** The proposed amend- 
ment also retained the privileged status of research in the 
atomic fields.“* The compulsory licensing provisions 
were eliminated and the powers of eminent domain and 
acquisition by purchase were restricted to inventions 
useful in the utilization of special material or atomic 
energy in an atomic weapon.“ A new section required 
the establishment of standard specifications, including 
reasonable royalty fees, for the grant of permits to use 
Commission-held patents.“ The Patent Compensation 
Board was to be abolished and with it the system of merit 
awards for the inventors of non-patentable or not wholly 

entable inventions.“ 

In the hearings” on the bill the proposed new patent 
regime was subjected to numerous criticisms as to drafts- 
manship and content. The testimony, especially that 
of Mr. Boskey, a former Deputy General Counsel of the 
AEC, and of spokesmen for the National Association of 
Manufacturers and the United States Chamber of Com- 
merce, revealed the need for several clarifications and 
the advisability of changes in policy.“* Mr. Boskey, in 
particular, advocated the re-introduction of the merit 
awards system for inventors in the field still excluded 
from patent protection or even under other deserving 
circumstances and, in conjunction therewith, the preser- 

‘1 H.R. 8862, 83d Cong., 2d Sess. (as originally introduced) § 15la 
§ 151b. 

43 Id. § 152. 

4 Id, § 153. 

#5 Id. § 154, 

46 Id. § 155. 

* Hearings before the Joint Committee on Atomic Energy on S. 3323 


and H.R. 8862, 88d Cong., 2d Sess., 2 parts (1954). 
48 Id. at 128-54, 359-74, 454-75. 
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vation of a separate adjudicatory body and of the 
to counsel and judicial review. In addition he made 
a strong plea for the retention of a temporary system of | 
compulsory licensing in consonance with the President’; _ 
recommendations and urged a special savings clause to 
preserve rights accrued under the existing act. The 
spokesmen for the NAM objected with great vigor to the 
preservation of the limitation on patent rights with res. 
pect to research and developmental activities, empha- 
sizing its discouraging effect on the manufacturer of — 
laboratory equipment.” As a result of this testimony the 
Joint Committee on May 21, 1954, produced a revamped 
draft which was subjected to further hearings. | 
The new form of the bill retained non-patentability _ 
with respect to the utilization of special nuclear material 
or atomic energy in an atomic weapon and the duty to 
communicate such inventions to the Commission or 
Patent Office.” The special patent status of research 
and developmental activities, as well as the special 
powers of condemnation and requisition, were elimi- 
nated. Instead, the revision accorded’ the Commission 
general powers to acquire patents by purchase™ and, 
moreover, predicated the acquisition of patents for in- 
ventions useful in the production or utilization of special 
nuclear material either upon a sworn statement by the 
applicant “as to whether the invention described in the 
application was not made or conceived during the course 
of, in connection with, or under the terms of any contract, _ 
subcontract, arrangement or other relationship with the _ 


49 Id. at 459, 463. 
50 Committee Print of H.R. 8862, S. 3323, dated May 21, 1954, re 


produced in 1 Lecis-ative History or THE AToMic Enercy Act oF 1954, 


257 (AEC 1955). 
; on H.R. 8862 (in form of Committee proposal, dated May 21, 1954) 
151. 
52 Id. § 16g. 
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Gommission, other than as licensee under this Act, .. .” 
or upon express consent by the Commission.“ The new 
wording of the bill made it clear that the practice of 
granting royalty-free licenses on Commission-held pat- 
ents could be continued™ and introduced a broad merit 
awards system for inventors making discoveries useful in 
the production or utilization of special nuclear materials 
or atomic energy or used in the conduct of research or 
development fields covered by the act.** Lastly, it in- 
corporated an express savings clause.” 


The representatives of the AEC, when presenting 
their views on the new edition of the bill,"" urged ex- 
pansion of the statutory duty to report inventions to the 
Commission so as to embrace the whole area of produc- 
tion or utilization of special nuclear material and to 
restore the obligation of the Patent Office to notify the 
Commission of all applications in these fields. They 
came out in favor of a limited and temporary compulsory 
licensing program like that recommended by the Presi- 
dent’s message™ and, while endorsing the broadening of 
the award system, recommended retention of the Patent 
Compensation Board.” They advised against the de- 
letion of the privileged status of research and develop- 


53 Id. § 152. 

54 Id. § 153. 

56 Id. § 154. 

56 Id. § 155. 

57 Hearings before the Joint Committee on Atomic Energy on S. 3323 
and H.R. 8862, 83d Cong., 2d Sess., Part II, 561 et seq. (1954). 

58 Id. at 597, 598. The Commission felt that it could perform its steering 


functions in the course of development only if constantly apprised of private 
achievement. 


Te- 

54, 691d. at 598, 649~—70. It may be worth noting that Commissioner 
— in this connection criticized the principle of proposed § 152 

4) which became the forerunner of the present provision having the same 


numbering. Id. at 598. 
601d. at 599, 679. 
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mental activities’ and suggested express legislative 
recognition of the power to insert suitable patent clauses 
in the contractual arrangements with the Commission,” 

As a result of this position and despite violent dis. 
agreement within the Joint Committee a further version 
of the bill and particularly of its patent provisions was 
drafted and, after introduction as S. 3690 and H. R. 9757, 
recommended for passage in the report of the Commit. 
tee. The new patent sections preserved the non-patent- 
ability of utilizations of special nuclear material or atomic 
energy in atomic weapons, but established a broad duty 
of notification with respect to any inventions useful in the 
production or any utilization of special nuclear material 
or atomic energy.“ They incorporated an elaborate and 
carefully hedged system of compulsory compensable 
licensing of patents covering inventions having primary 
importance in the production or utilization of special 
nuclear material or atomic energy to be in force for a 
five-year period.” It was newly specified that anticipa- 
tion because of prior knowledge or use should not be 
denied because such knowledge or use was under secrecy 


61 Jd. at 599. Commissioner Campbell observed that research on a 
patented invention would not constitute infringement within the 
of the patent law, but that use of a patented invention in research wi 
not be privileged. As to the first proposition see the doubts expressed in 
Bee, Experimental Use as an Act of Patent Infringement, 39 J. Part. Orr. 
So’cy 357 (1957). 

62 Id. at 667. 

68 Amending the Atomic Energy Act of 1946, as amended, and for 
other purposes, S. Rep. No. 1699, 83d Cong., 2d Sess. (1954), H.R. Rep. 
No. 2181, 83d Cong., 2d Sess. (1954). 
2d Sess. (1954). 

64 H.R. 9757 and S. 3690, 83d Cong., 2d Sess. § 15a-d (1954). 

65 Id. §§ 152, 153. The system employed followed proposals made by 
Mr. Ooms in Atomic Power Development and Private Enterprise, Hi 
Before the Joint Committee on Atomic Energy, 83d Cong., 2d Sess. 
(1954), and eliminated the automatic licensing following from a declaration 
that a patent be affected with the public interest, requiring instead that 
each private applicant for license must demonstrate that such action is 
necessary to effectuate the policies and purposes of the act. 
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within the atomic energy program.” Recognition was 
accorded to the power of the Commission to grant li- 
censes on Commission-held patents pursuant to standard 
specifications” and to require that patents for inventions 
made or conceived during the course of federally fi- 
nanced research or operation be assigned to the United 
States.“ Provision was made for the grant of reasonable 
royalty fees, just compensation or awards for inventors 
barred from compensation or royalty or otherwise merit- 
orious after consideration by a Patent Compensation Ad- 
visory Board.” Finally, one of the sections contained 
a specific savings clause." Some members of the Joint 
Committee, including its chairman, added detailed dis- 
senting statements in the report on the bill” and thus 
set the stage for a lively and tenacious Congressional bat- 
tle. 

In the House of Representatives Mr. Cole, then 
chairman of the Joint Committee, registered an impas- 
sioned protest against the constitutionality and Ameri- 
canism of compulsory licensing’ and advocated an 
amendment giving the Commission the status of the ori- 
ginator of inventions useful in the production or utiliza- 
tion of special nuclear material or atomic energy if made 
or conceived under any contract, subcontract, arrange- 
ment or other relationship with the Commission. This 


66 H.R. 9757 and S. 3690, 83d Cong., 2d Sess. § 154 (1954). 

87 Id. § 155. 

68 Jd, § 157. 

69 Id. § 156. The Board was restyled as the Patent Compensation Board 
by subsequent Committee action and this amendment was accepted by both 
Houses, 100 Conc, Rec. 10685, 10686, 11687 (1954). 

70 H.R. 9757 and S. 3690, 83d Cong., 2d Sess. § 158 (1954). 

11§. Rep. No. 1699, 83d Cong., 2d Sess. 95-99 (Cole and Van Zandt), 
105-138, especially 126-130 (Holifield and Price) (1954); H.R. Rep. No. 
2181, 83d Cong., 2d Sess. 95-99, 105-138, especially 126-130 (1954). 

a 12 es Conc. Rec. 11658, 11721 (1954); 100 Conc. Rec, A 5356 
954). 
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change and the necessary conforming amendments were 
adopted.” Conversely, in the other chamber, Senatoy 
Kerr succeeded with a proposal extending the period of 
compulsory licensing from 5 to 10 years, restricting it _ 
at the same time to the non-exclusive type," and Senators 
Langer and Johnston induced their colleagues to add 
a new provision, decreeing forfeiture to the federal goy. 
ernment of a patent for inventions useful in the utiliza. 
tion or production of special nuclear material or atomic 
energy upon its owner having been found to have used _ 
the same intentionally for a violation of the antitrust 
laws.” Since the Senate refused to pass the House of 
Representatives approved version of the bill’* and the © 
House disagreed with the Senate amendments” a con- 

ference was called. The conference committee decided 

to find a new approach to reconcile the divergent House _ 
and Senate patent policies and at the same time avoid 
outright compulsory licensing. The committee drafted a 
bill which retained the House provisions vesting inventor 
status in the AEC with respect to inventions useful in 
the production or utilization of special nuclear material 
or atomic energy if made or conceived under contract or 
other arrangement with the Commission and at the same 
time provided that applicants for commercial licenses 
should in the next five years be entitled to preferred con- 
sideration if they agreed to make their atomic energy 
patents available to all other licensees demonstrating 
need therefor and willing to pay reasonable royalty fees 
as determined by the Patent Compensation Board. In 
addition, certain changes were made in the language 


78 Id. 11729. 

74 Id. 12002, 12003. 

75 Id, 11987, 12227, 12230, 12239. 12240. | 
76 Id. 12242. 
77 Id. 12488. 


as 


TR 
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of the Langer-Johnston clause relating to antitrust vio- 
lations.” 

The Senate, however, rejected the conference report, 
at least in part, because of the absence of compulsory 
licensing provisions, and requested a further conference” 
which was agreed to by the House.” In the second con- 
ference, therefore, the committee members, in part re- 
luctantly, agreed upon combining a five-year regime of 
compulsory licensing of the type insisted upon by the 
Senate with a system giving the AEC inventor status with 
respect to inventions in the atomic energy field conceived 
or made under arrangements with the Commission.” 
In this form the report was approved by both Houses” 
and the bill thus redrafted finally became the Atomic 
Energy Act of 1954." 


B. The Present Regime: 


Wolves in Sheep's Clothing, Sheep in Wolves’ Clothing 
or Just Sheep? 

It is no surprise that the present system shows the 
marks of its tempestuous conception and its birth by 
compromise. Its complex contours are anything but 
clear-cut and its blurred lines defy all attempts to bring 
them into focus. As a result the controlling provisions 
have prompted a number of analyses and studies* and 


78 Atomic Energy Act of 1954, Conference Report, H.R. Rep. No. 
2639, 83d Cong., 2d Sess. 27-30, 36, 48—49 (1954). 

79100 Conc. Rec. 14364 (1954). 

80 Id, 14628. 

81 Atomic Energy Act of 1954, Conference Report, H.R. Rep. No. 
2666, 83d Cong., 2d Sess., 27-32, 50—51 (1954). 

82100 Conc. Rec. 14606 (Senate), 14873 (House) (1954). 

88 Pub. L. No. 708, 83d Cong., 2d Sess. (1954). 

84 See especially Adams, Atomic Energy: The Congressional Abandon- 
ment of Competition, 55 Coium. L. Rev. 158, especially at 160—67 (1955); 


48827 0—59 53 
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formed the object of numerous Congressional hearings 
and inquiries®* as well as of amendatory bills.** 


Basically the new sections may be classified as dealing 
with four interrelated areas: (1) Establishment of a 
threefold regime of Non-Patentability, Government Held 
Patents and Private Patents. (2) Temporary and po- 
tential subjection of private patents to compulsory licens- 
ing. (3) Provision for a subsidiary and supplementary 
system of compensatory or appreciatory awards. (4) 
Regulation of patent consequences of secret development 
and use and of antitrust violations. 


We now turn to a consideration of these subjects. 


Beckett & Merriman, Will the Patent Provisions of the Atomic Energy Act 
of 1954 Promote Progress or Stifle Invention?, 23 Geo. Wasu. L. Rev. 195 
(1954), reprinted, 37 J. Par. Orr. Soc’y 38 (1955); Boskey, Patents Under 
the New Atomic Energy Act, 36 J. Pat. Orr. Soc’y 867 (1954); Boskey, 
Some Patent Aspects of Atomic Power Development, 21 Law & Contemp, 
Pros. 113 (1956); Boskey, Progress and Patents in Atomic Energy: The 
Military and the Civilian Uses, 34 Texas L. Rev. 867 (1956); Brownell, 
Atomic Energy and Free Enterprise, 1957 Antrrrust Law Sympostum 11 
(CCH 1957); Cole, Patenting Nuclear Developments, 13 Nuc.eontcs, No. 
4, 31-35 (1955); Dunlavey, Government Regulation of Atomic Energy, 
105 U. Pa. L. Rev. 295, especially at 384—42 (1957); Mackey, Corporate 
Practice in the Atomic Field, AMERICAN PATENT L. Assoc. BuLL. 348 
(1957); Ooms, Revisions of the Patent Provisions—Good or Bad, NaTIONAL 
INDUSTRIAL CONFERENCE Boarp, MINUTES OF 3p ANNUAL CONFERENCE ON 
Atomic Enercy In Inpustry 279 (1954); Ooms, Some Suggestions Relating 
to the Patent Provisions in Atomic Energy Legislation to Protect the Public 
Interest, 38 J. Pat. Orr. Soc’y 38 (1956); Patent Problems in Atomic 
Energy, WorxsHops oN Lecat ProspLeMs oF AToMic ENeErcy, U. 
oF Micuican Law Scuoor 85 (1956); Wiles, The Atomic Energy Act of 
1954, Am. Part. L. Ass’N Buti. 343 (1957). 


85 See especially annual hearings on Development, Growth and State 
of the Atomic Energy Industry, Hearings Before the Joint Committee on 
Atomic Energy, 84th Cong., Ist Sess., 3 pts. (1955); Hearings Before the 
Joint. Committee on Atomic Energy, 84th Cong., 2d Sess., 2 pts. (1956); 
Hearings Before the Joint Committee on Atomic Energy, 85th Cong., Ist 
Sess., 2 pts. and index (1957); see further Peaceful Uses of Atomic Energy, 
Report of the Panel on the Impact of the Peaceful Uses of Atomic Energy 
to the Joint Committee on Atomic Energy, 84th Cong., 2d Sess. (2 
1956), especially vol. 1, at 145; vol. 2, at 657-73 and 712-16. 


86 See especially H.R. 5694, 85th Cong., Ist Sess. (1957) (so-called 
Cole Bill). 
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1. Non-Patentability, Government Patents and Private 
Patents 


Like Gaul the area of nuclear technology is divided 
into three parts: a zone of non-patentability, a zone of 
government patents, and a zone of private patent rights. 
The broad underlying reason for this arrangement, of 
course, is the fact that certain phases of nuclear tech- 
nology, by reason both of the urgency of its development 
and the necessity for secrecy, are a closely guarded gov- 
ernment monopoly and that other aspects still need active 
promotion and supervision by the government. 


(a) Non-patentability of atomic weapon inventions. 
This sector covers the utilization of special nuclear ma- 
terial or atomic energy in an atomic weapon. An invention 
which is solely useful in such manner is totally non- 
patentable subject matter; an invention which also has 
other utilizations may enjoy patent protection, but the 
scope of this protection does not include the military 
use. The rationale for this regulation is, of course, the 
fact that the production of atomic weapons is an exclusive 
government domain™ and that, as under the 1946 Act,” it 
was thought futile to accord patent rights for inventions 
with respect to practices which are permitted only to the 
government.” Accordingly, as far as inventions possess 
also non-military utilizations they remain patentable; but 

87 68 Stat. 943 (1954), 42 U.S.C. § 2181(a) (Supp. IV 1957). 

88 Ibid., 42 U.S.C. § 2181(b) (Supp. IV 1957). 

89 Id. at 936 (1954), 42 U.S.C. §§ 2121, 2122 (Supp. IV 1957). 

% See supra text to notes 8, 11 and 12. See also Boskey, Inventions and 
the Atom, 50 Cou. L. Rev. 433, 435 (1950); Ooms, The Patent Provisions 
of the Atomic Energy Act, 15 U. Cr. L. Rev. 822, 826 (1948). 

91 See also, Boskey, Progress and Patents in Atomic Energy: The Mili- 
tary and the Civilian Uses, 34 Texas L. Rev. 867, 871 (1956); Boskey, 
Some Patent Aspects of Atomic Power Development, 21 Law & ConTEMP. 
Pros. 113, 117 (1956); Ooms, Some Suggestions Relating to Patent Pro- 


visions in Atomic Energy Legislation to Protect the Public Interest, 38 J. 
Pat. Orr. Soc’y 38, 55 (1956). 
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it must be noted that such applications may nevertheless 
fall under the general secrecy provisions of the Patent 
Act” and therefore possess only deferred patentability.” 
Of course, whether a particular invention is “solely” use. 
ful for utilization in an atomic weapon may sometimes 
be difficult to decide and, in view of the needed secrecy, 
perhaps not capable of timely judicial determination.” 

In order to keep the AEC informed of technological 
advances which may have military utilizations and re. 
quire secrecy as well as to facilitate its role of actin 
as the nerve center in this branch of technology, the 
statute imposes upon the originator of an invention use- 
ful in the production or any utilization, whether in an 
atomic weapon or not, of special nuclear material or 
atomic energy the duty of making a timely report thereof 
to the AEC unless the invention is described in a patent 
application. If the latter is the case the Commissioner 
of Patents must notify the AEC.” According to available 
statistics, in 1956 the Patent Office reported 450 appli- 
cations under this section, as compared with 135 in the 
previous year and 50 in 1954. Of these applications 19 
were subject to secrecy orders in effect on March 4, 
1957." Both the breadth and the vagueness as to scope 

2 66 Star. 805, 35 US.C. § 181 (1952). 

98 See also the statement by the AEC in Development, Growth and 
State of the Atomic Energy Industry, Hearings Before the Joint Committee 
on Atomic Energy, 85th Cong., Ist Sess. pt. 1, 77, 109, 304 (1957). 

®4 For similar problems formerly arising under § 11(a)(1) of the Act of 
1946 see Ooms, Problems of Patent Policy for Government and Industry in 
Atomic Energy, Lecrures oN Atomic ENERGY INDUSTRIAL AND LEGAL 
Prosiems -155, 166 (U. of Mich. 1952). 

95 68 Stat. 943 (1954), 42 U.S.C. § 2181(b) (Supp. IV 1957). The 
compliance with this provision is assured by Rules of Practice in Patent 
Cases, 37 C.F.R. § 1.14(c) (Supp. 1957); cf. Wiles, The Atomic Energy Act 
of 1954, American Patent L. Assoc. Buti. 343, 345 (1957). 

%6 See statement by AEC, Development, Growth and State of the 
Atomic Energy Industry, Hearings Before the Joint Committee on Atomic 


Energy, 85th Cong., Ist Sess., pt. 1, 109, 305 (1957). 
97 Id. at 305. 
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and sanctions of this imposition on the inventor of a 
special duty to report have been severely criticized.” 
It would seem that, independently of contractual rela- 
tions, a duty of the inventor to report directly to the 
AEC might well be confined to, at the most, inventions 
useful in the utilization in weapons.” 


(b) Government patents. Unquestionably the rules 
governing the acquisition of patents by the government 
have proven to be the betes noirs of the flock. Apart 
from the innocuous authorization of obtaining patents 
through purchase,”” two overlapping and seemingly in- 
consistent sections control the field; these are sections 
152 and 159. 

Section 159 specifies that “nothing in the Act shall 
affect the right of the Commission to require that patents 

ted on inventions made or conceived during the 
course of federally financed research or operation be as- 
signed to the United States.” As mentioned before,” 
this section was inserted into the Act for the purpose of 
rendering it clear that the dropping of the condemnation 


= 


TO 


98 See especially Boskey, Some Patent Aspects of Atomic Power De- 
, 21 Law & Contemp. Pros. 113, 123—26 (1956); Patent Prob- 

lems in Atomic Energy, WorxsHors ON LEGAL PROBLEMS OF ATOMIC 
Enercy 85, 89 (1956). But contrast Ooms, Some Suggestions Relating to 
Patent Provisions in Atomic Energy Legislation to Protect the Public Interest, 
38 J. Par. Orr. Soc’y 38, 47, 56 (1956) (calling the reporting provisions 
“satisfactory” ). One of the reasons advanced for the criticism rests on the 
computation of the period set for the reporting which is measured from 
the time either of the “completion” of the invention or when the inventor 
first realizes or has reason to believe that his invention is useful in the 
production or utilization of special nuclear material or atomic energy. 
Apparently “completion” signifies actual reduction to practice. Another 
turbing doubt concerns the effects of non-compliance with the reporting duty 
on the validity of the patent (not otherwise proscribed or vested in the 
government), especially in an infringement suit. 

H.R, 5694, 85th Cong., Ist Sess, (1957), supra note 86, does not 
contemplate any changes in § 151(c) of the Act. 

100 68 Stat. 949 (1954), 42 U.S.C. § 2201(g) (Supp. IV 1957). 

101 Text to note 62 supra. 
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clause contained in the original Act did not signify that 
Congress rejected the practice of including the A, B, or | 
C type of patent provisions in AEC contracts as de- 

veloped under the 1946 regime. Under the first and most 

sweeping form of these clauses the contractor concedes 

to the Commission the sole power to determine (1) 

whether or not and where a patent application shall be 
filed for any invention made or conceived by the con- 
tractor or its employees under the contract and (2) what 
disposition shall take place of the title to and rights under 
any application or patent that may result.” Under the 
other two versions of the clauses the contractor makesa 
revocable, royalty-free license with the sole right to grant 
similar arrangement but retains either “at least a non- 
exclusive, irrevocable, royalty-free license” or “at least a 


102 The first two paragraphs of the type A clause read currently as fol- 
lows: “(1) Whenever any invention or discovery is made or conceived by 
the Contractor or its employees in the course of, in connection with, or 
under the terms of this contract, the Contractor shall furnish the Commis- 
sion with complete information thereon; and the Commission shall have the 
sole power to determine whether or not and where a patent application 
shall be filed, and to determine the disposition of the title to and rights 
under any application or patent that may result. The judgment of the 
Commission on these matters shall be accepted as final, and the Contractor, 
for itself and for its employees, agrees that the inventor or inventors will 
execute all documents and do all things necessary and proper to carry out 
the judgment of the Commission. (2) No claim for pecuniary award or 
compensation under the provisions of the Atomic Energy Acts of 1946 
and 1956 shall be asserted by the Contractor or its employees with respect 
to any invention or discovery made or conceived in the course of, in connec- 
tion with, or under the terms of this contract.” The remaining paragraphs 
obligate the contractor to insert corresponding provisions in his employment 
or subcontracting agreements. See AEC Manuat, c. 9113, § 013 (as re- 
vised June 20, 1955), reprinted, CCH Atom. En. Law Rep. 13405. This 
type of clause is employed “when the work to be performed or the material | 
or equipment to be furnished by the contractor is of such character that 
any inventions or discoveries that may be made probably will relate di 
to or concern some phase of the research or development work which AE 
conducts or sponsors.” Ibid. For the development of the wording of the 
clause see also the communication of the AEC to the McKinney Panel, 
Peaceful Uses of Atomic Energy, Report of the Panel on the Impact of the 
Peaceful Uses of Atomic Energy to the Joint Committee on Atomic Energy, 
84th Cong., 2d Sess., vol. 2, 672 (1956). 
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sole (except against the Government or its account), ir- 
revocable royalty free license with the sole right to grant 
sublicenses” excluding, however, use in the production 
or utilization of special nuclear material or atomic 
energy. 

Section 152, contrariwise, goes much further and 
ordains in its first sentence that “any invention or dis- 
covery, useful in the production or utilization of special 
nuclear material or atomic energy, made or conceived 
under any contract, subcontract arrangement, or other 
relationship with the Commission, regardless of whether 
the contract or arrangement involved the expenditure 
of funds by the Commission, shall be deemed to have 
been made or conceived by the Commission, except that 
the Commission may waive its claim to any such inven- 
tion or discovery, if made or conceived by any person 
at or in connection with any laboratory under the juris- 
diction of the Commission . . . or under such other cir- 
cumstances as the Commission may deem appropriate.” 
The provision thus made is implemented by a statutory 
duty of disclosure and elaborate rules regulating the 


103 AEC ManvaL, c. 9133, §§ 014, 015 (1955), reprinted in CCH Atom. 
En. Law Rep. 113406 and 3407. These types of clauses are used when the 
work to be performed or the material or equipment to be furnished by the 
contractor is of such character that any inventions or discoveries that may 
be made probably (a) will relate only incidentally (and not directly) to 
some phase of the basic research or development work which AEC conducts 
or sponsors, but (b) will relate to a field of work in which the contractor 
has an established industrial and patent position, type C being employed if 
such invention or discovery, in addition, results from routine development 
or production work by the contractor. Finally the Commission has developed 
a special “C+ type” of clause for use in power study, access, and some 
commercial agreements. This clause gives the contractor an exclusive (ex- 
cept against the government), irrevocable, royalty-free license for uses other 
than in the production or utilization of special nuclear materials or atomic 
energy and a non-exclusive, irrevocable, royalty-free for the latter uses; see 
statement by the General Counsel of the Commission in Development, 
Growth State of the Atomic Energy Industry, Hearings Before the 
Joint Committee on Atomic Energy, 84th Cong., Ist Sess. 193 (1955). 
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determination of controversies about the circumstances 
of particular inventions. 

There is no doubt that the substantive part of the 
section grossly overshoots the mark in many directions, 
though luckily tempered by the somewhat unguided per- 
mission of discretionary administrative waivers.’ Cer. 
tainly its sweeping disregard of the time-honored in. 
ventor principle is of questionable wisdom and leads 
to all kinds of unnecessary complications and inconsis- 
tencies with other patent law rules and practices. It is 


104 68 Stat. 944 (1954), 42 U.S.C. § 2182, para. 1, second and third 
sentences, para. 2 and para. 3 (Supp. IV 1957). The duty must be per. 
formed by filing the requisite report either together with any patent apple 
tion for an invention useful in the production or utilization of special nuclear 
material or atomic energy, or within thirty days after request by the 
Commissioner of Patents. The Commissioner must thereafter forward the 
information to the AEC. Again the question arises whether omission to file 
such report vitiafés the patent if issued despite such failure even where no } 
contract is actually involved, especially in view of the language: “no 
patent .. . shall be issued . . .” For a Teciainton of the scope of the duty 
under § 152 of the act and the Patent Office procedure pertaining thereto 
see Wiles, The Atomic Energy Act of 1954, AMERICAN PaTENT L. Assoc, 
Buti. 343, 346 (1957). According to a statement by the AEC in March 
1957, the Patent Office during 1956 made about 30 referrals under § 152, 
see Development, Growth and State of the Atomic Energy Industry, Hear- 
ings Before the Joint Committee on Atomic Energy, 85th Cong., Ist Sess, 
pt. 1, 305 (1957). 

106 See especially the comments by Bosky, Some Patent of 
Atomic Power Development, 21 Law & Contemp. Pros. 113, 126 131 
(1956); Cole, Patenting Nuclear Developments, 13 Nuc.eonics No. 4 at 
81, 34 (1955). As as, author points out in these comments, all that 
was intended was to provide for “a procedural device for giving the 
awe ready title to those patents to which it is entitled.” (Emphasis 

.) 

106 “Since January 1956, the Commission issued waivers of rights under 
Section 152 of the Act of 1954 as respects three general categories: (1) 
Inventions and discoveries made or conceived as a result of access tore 
stricted data (the waiver was incorporated in Part 25 of Title 10, CFR, 
Section 25.3 . . .); (2) Licenses issued by the Commission (the Opinion 
of the General Counsel was published as an interpretation in Title 10, 
C.F.R., Part 8 . . .); and (3) Inventions and discoveries made as a result 
of use of materials sold, distributed or leased, or otherwise made available, 
including radioactive and stable isotopes and services sold or otherwise 
made available including irradiation services (Final rules were published 
. . . as Part 83 of Title 10, C.F.R. .. .)” AEC, Twenty-First SEMIANNUAL 
Report 105 (1957). 
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one of the real ironies of fate that this constitutionally 
dubious” and, at any rate, uncalled-for departure from 
one of the basic tenets of American patent law was rail- 
roaded into the Act by its unwary author’ in order to 
combat the purported un-Americanism of compulsory 
licensing—incidentally also without awareness that a 
recommendation to the same effect by Secretary Wallace 
at the framing of the first Act’ had not found accept- 
ance by the drafters. 

Although seemingly couched in the terms of a pre- 
sumption the true import of the section is as a rule of 
law” which covers all inventions useful in the produc- 
tion or utilization of special nuclear material or atomic 
energy—a very broad category—and therefore actually 
would leave little, if any, room for the operation of the 
contract patent clauses; this is especially true if one 
should conclude that the waivers authorized by the Act 
are indicated mainly by reason of the tenuousness of 
contact with the government in the making of the in- 
vention.’ Although up to date no particular difficulties 


107 See the observations by Cole in Patenting Nuclear Developments, 
18 Nucteonics, Nos. 4, 31, 34 (1955). 

108 (Then) Representative Cole himself admitted in 1955: “Ironically 
under the pressure of zealously trying to protect the normal American patent 
system, too much was written into this section.” Id. at 34. 

109 See text to note 8 supra. 

110 That facet is apparently overlooked by Ooms, Some Suggestions 
Relating to Patent Provisions in Atomic Energy Legislation to Protect the 
Public Interest, 38 J. Pat. Orr. Soc’y 38, 56 (1956). 

111 See the comments to that effect by Representative Cole in Patenti 
Nuclear Developments, 13 Nuctronics No. 4, at 34 (1955). In 1955 (then} 
General Counsel Mitchell complained bitterly about the lack of statutory 
standards for determining when it is “appropriate” to waive the property 
rights which the act vests in the government, Development, Growth and 
State of the Atomic Energy Industry, Hearings Before the Joint Committee 
on Atomic Energy, 84th Cong., 1st Sess., pt. 1, at 194 (1955). It should, 
however, also be noted, that Mr. Mitchell testified on the same occasion: 
“To the extent that the Commission would be entitled, under section 152 of 
the Act, to any invention or discovery the rights to which are retained by 
the contractor under the various types of clauses mentioned above, the 
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have arisen in the administration of section 152,’ there 
seems to be no escape from the fact that troubles and 
embarrassment are bound to arise, once government in- 
ventorship by statutory fiat is taken literally. Its per- 
nicious effects are especially apparent when it comes to 
the taking out of foreign patents for American inventions 
and in this respect serious complaints and justified 
anxieties hvae been voiced.** To be sure, the AEC has 
alleviated the situation by permitting Commission con- 
tract inventions to be made the subject of foreign patent 
applications if the contractor so desires and the invention 
does not involve classified matter.’’* But while this 
practice might be consonant with section 159 of the 
act, its harmony with the automatic vesting provision 
of section 152 is not so free from doubt and may easily 
discourage foreign filing by the contractor. Moreover, 
the reaction of the other patent laws to inventions 


Commission has determined that it is appropriate under the statute to 
o_ its rights to any such invention or discovery.” Id. at 193 (Emphasis 
added. ) 

112 As mentioned, supra note 104, during 1956 about 30 patent applica- 
tion referrals were made under section 152, and as to these the Commission 
did not file any directive under section 152, para. 2. According to informa- 
tion by the AEC there were several instances where the Commission 
asserted rights in such cases, but after investigation and review the assignees 
concurred in the Commission’s indicated rights so that there was no occasion 
to file any directive with the Commissioner of Patents. At present there are 
several cases under review. Development, Growth and State of the Atomic 
Energy Industry, Hearings Before the Joint Committee on Atomic Energy, 
85th Cong., Ist Sess. pt. 1, 305 (1957). 

113 See, e.g., the testimony by Mr. Starr before the Joint Committee 
on Atomic Energy, Development, Growth and State of the Atomic — 
Industry, Hearings Before the Joint Committee on Atomic Energy, 
Cong., Ist Sess., 203, 211, 302 (1957). 

114 See the statements of the AEC in that respect in the AEC, Twenty- 
FIrnsT SEMIANNUAL Report 105 (1957) and in Hearings Before the Joint 
Committee on Atomic Energy, 85th Cong., 1st Sess. 301 (1957); but note 
that the General Counsel intimated at the hearings that the patent issuing 
upon such foreign application covering a Commission contract invention 
might not inure to the sole benefit of the contractor but would be held in 
trust for all U.S. concerns(!). See also, AEC Manuat, c. 9113, § 01138 
(1955). 
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“deemed to be made” by a foreign government agency 
remains to be seen, after the existence of the pertinent 
clause becomes known abroad. Certainly the first 
sentence of section 152 fulfills no valid function and 
ought to- be removed from the statute with dispatch. 
One of the objectives of H. R. 600, introduced early in 
January 1957 by Representative Cole,’ accomplishes 
this result and to that extent deserves and has found gen- 
eral approval.’*° 

It may perhaps be legitimate to ask what purposes 
are served by the government's securing patent pro- 
tection for inventions, if at the same time it embarks upon 
a program of making the practice thereof available to all 
interested parties without charge,’ rather than merely 
insisting that the inventions in question be dedicated to 
the public. The answer lies in certain managerial and 
strategic advantages gained by patenting even under 
such circumstances. As a patentee the government is 
in a stronger position to protect the invention against 
usurpation by a subsequent claimant, to give its licensees 
a greater assurance of freedom from infringement 
actions, and to retain information about and, if necessary, 
control over the extent to which the public is served by 

115 H.R. 600, 85th Cong., Ist Sess. (1957). The same amendment was 

in the more comprehensive bill H.R. 5694, 85th Cong., Ist Sess. 
(1957), also introduced by Mr. Cole. 

116 See, e.g., the testimony in Hearings Before the Joint Committee on 
Atomic Energy, 85th Cong., 1st Sess. 240 (Chairman of the Atomic Energy 
Committee of the New York Patent Law Association), 550 ( Vice-chairman 
of Committee on Patents of N.A.M.) (1957). 


117 The AEC embarked on its of granting non-exclusive 
royalty-free licenses to Commission-held patents at the end of 1949, see 


text to note 33 supra. In January 1957 the Commission rted that some 
1100 patents had been made available in that fashion and that about 580 
such licenses had been granted, AEC, TwENTy-FirsT SEMIANNUAL REPORT 
104 (1957). The first list of patents offered for licensing was published in 
the AEC, TentH SemiaNNUAL Report 147 (1951); supplementary lists 
have been published from time to time in various subsequent semiannual 


reports. 
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the process, product or device in question.’ 

As a result it makes good sense to have, in addition 
to the areas of non-patentability and of private patents, 
an intermediate zone of government patent rights, es- 
pecially where the particular inventions are made pos. 
sible directly or indirectly, in whole or to a substantial 
extent through public expenditures. Unfortunately the 
details defy a hard and fast definition. Section 159, 
while based upon a sound policy, appears to be both too 
narrow and too rigid in its formulation. The AEC ought 
to be vested with untrammeled power to make such 
arrangements concerning rights to and under patents _ 
as are fair and equitable in the light of actual contribu. _ 
tions made by the government and by the contractor," 


2. Compulsory Licensing 


Comparatively little needs to be said at this date 
about the “prolix,” “unduly cumbersome” and “ex- 


118 The technical advantages flowing from patenting and general licens- 
ing as compared with dedication are discussed in detail in 1 INvEsTIGATION 
oF GOVERNMENT PATENT PRACTICES AND POLICIES, REPORT AND RECoM- 
MENDATIONS OF THE ATTORNEY GENERAL TO THE PRESIDENT 126-30 
(1947); Forman, PATENTs, THEIR OWNERSHIP AND ADMINISTRATION BY THE 
Unrrep States GOvERNMENT 41 (1957); Saragovitz, Procurement of 
Patents by Government Agencies, 37 J. Pat. Orr. Soc’y 677 (1955); see 
also the testimony by Captain Lavender, Hearings Before Senate Special 
Committee on Atomic Energy on S, 1717, 79th Cong., 2d Sess. 345 (1946), 
discussed by Newman & Miller, Patents and Atomic Energy, 12 Law & 
Contemp. Pros. 746, 747 (1947). 


119 For a good general discussion of the problem of patent rights of 
government contractors at the close of World War II, see Kreeger, The Con. 
trol of Patent Rights Resulting from Federal hesearch, 12 Law & CoNTEMP. 
Pros. 714, 734—45 (1947); INvEsTIGATION OF GOVERNMENT PATENT Prac- | 
TICES AND PoLiciEs, REPORTS AND RECOMMENDATIONS OF THE ATTORNEY 
GENERAL TO THE PRESIDENT (3 vols. 1947). The current patent clauses in 
Defence Department and Army Department experimental, developmental 
or research contracts not relating to atomic energy are governed by 32 
C.F.R. §§ 9.107—1, 598.107—1, which leave title to the invention with the 
contractor, see the discussion by Hodges, Patent Policies and Procedures of 
the Department of the Army, 39 J. Pat. Orr. Soc’y 192, 204 (1957). The 
rules applicable to patent clauses in such contracts relating to atomic energy 
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tremely limited” provisions pertaining to compulsory 
_ licensing of private patents covering inventions of “pri- 
mary” importance in the production or utilization of 
special nuclear material or atomic energy." As has 
been discussed before, the sections in question were 
inserted into the act in order to make sure that the dis- 
sipation of the government monopoly in the atomic 
power field would not enable a few big corporations that 
had acquired a vast body of experience as recipients of 
government funds to use their position in the race to 
build up an impenetrable patent monopoly in the field. 
Actually the act envisages two alternative avenues for 
such compulsory licenses, one being opened by the Com- 
mission on its own initiative through a formal declaration 
that a patent for an invention of the critical type is 
affected with the public interest,”’ the other being 
ble without such preliminary Commission action 
by any applicant for or holder of a license, permit, lease 
or authorization under the act.’ 

It seems to be almost inexplicable that this system 
precipitated such a truly quixotic attack in Congress and 
prompted such an effusion of words and ink. Its pros- 
pects for ever being invoked are dim indeed. In the 
first place, the whole matter is merely transitional in that 
it covers only patents applied for prior to September 


oT 


f | ate 82 C.F.R. § 9.107—1, as amended, 22 Fen. Rec. 6325 (1957), and 32 
pen | CFR. §598.107—2. For the patent provisions in research grants and other 
research arrangements by the Department of Health, Education and Wel- 
fare, see 45 C.F.R. pt. 8 (Supp. 1957). 
120 Characterization given to the section by Representatives Holifield 
and Price in S. Rep. No. 1699 on S. 3690, 83d Cong., 2d Sess. 127 (1954) 
and H. R. Rep. No. 2181 on H.R. 9757, 83d Cong., 2d Sess. 127 (1954). 
121 68 Stat. 945 (1954), 42 U.S.C. § 2183 (Supp. IV 1957); 68 Strat. 
946 (1954), 42 U.S.C. § 2184 (Supp. IV 1957). 
diene Stat. 945 (1954), 42 U.S.C. § 2183(a) and (b) (Supp. IV 


123 68 Star. 945 (1954), 42 U.S.C. § 2183(c)-(e) (Supp. IV 1957). 
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1, 1959, although it does affect such patents for their 
whole seventeen years life after their eventual issu. | 
ance.’** In the second place, the officials of the Com- 
mission are on record that, as under the 1946 Act, they 
look at the compulsory licensing provisions merely as a 
“reserve power not to be actuated “except under com- 
pelling circumstances.’ As a matter of fact the Com. | 
mission has no practical reason to resort to compulsory _ 
licensing for the purpose of serving its own exigencies 
as it and its contractors are sufficiently protected under 
a general provision which in effect restricts a patent 
owner to a claim for reasonable royalty fee against the 
government whenever an invention is used or manu- 
factured by the United States, or for it by a contractor, 
subcontractor or other authorized person.’ There is 
likewise little ground to surmise that private industry 
will invoke these procedures to an appreciable extent 
and with success. The experience under foreign laws 
seems to demonstrate the contrary. For example, in 
Germany, a most important industrial nation which has 
had compulsory licensing in the public interest as a 
feature of its general patent system since 1911,” only 


124 68 Stat. 945 (1954), 42 U.S.C. § 2183(h) (Supp. IV 1957). 

125 Development, Growth and State of the Atomic Energy Industry, 
Hearings Before the Joint Committee on Atomic Energy, 84th Cong., Ist 
Sess. 194 (1955). 

126 A declaration that a patent of the specified type is affected with the 
public interest vests the Commission with an automatic license to practice 
68 Stat. 945 (1954), 42 U.S.C. § 2183(b)(1) (Supp. IV 
1 

127 82 Star. 941 (1948), 28 U.S.C. § 1498 paras. 1 and 2 (1952). The 
provisions in question are based on the statute of July 1, 1918, 40 Star. 
705 (construed in Richmond Screw Anchor Co. v. United States, 275 U.S. 
$31 (1928)) and on a supplementary act of Oct. 31, 1942, c. 634, § 6, 56 
Stat. 1014. The latter section was transferred to 28 U.S.C. § 1498 by Act of 
Oct. 31, 1951, c. 654, § 50(c), 65 Star. 727; see 2 U.S. Cope Conc. SERv. 
1951, 2576, 2593. 

128 Act of June 6, 1911, RCBI. 1911 at 243, now § 15 of the German 
Patent Act of May 5, 1936, as re-promulgated on July 22, 1953, BGBL = 
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twenty such applications were granted in the period 
between 1920 and 1935, and none were affirmatively 
determined since the restoration of the patent system in 
1950.'° 


3, Compensatory and Appreciatory Awards 


As mentioned before, the Act of 1954 retains the 
policy of establishing a system of administrative com- 
pensatory or appreciatory awards to be handled by a 
Patent Compensation Board designated by the Commis- 
sion. The central statutory provision is section 157‘ 
and is implemented by Regulations, 10 C.F.R. Part 80, 
as amended on June 7, 1955. According to the present 
law the Board considers four types of applications: 
(1) for just compensation for any patent revoked in 
whole or in part by virtue of section 151(a) and (b), 
rendering inventions useful in the utilization of special 
nuclear materials or atomic energy to that extent non- 
patentable; (2) for just compensation for government 
communication to foreign nations of restricted data 
based upon a patent application belonging to an owner 
other than the United States;’* (3) for determination 
of a reasonable royalty fee for compulsory licenses im- 
posed either under section 153 because of the primary 
importance of the invention and the need for such 
licensing, or under section 158 because of antitrust law 


1953 at 627. For the judicial construction of this section consult 
Benkard, KuRZKOMMENTAR ZUM PATENTGESETZ, GEBRAUCHSMUSTERGESETZ 
UND PATENTANWALTGESETZ 216 (1954); see also Riesenfeld, The New 
United States Patent Act in the Light of Comparative Law I, 102 U. Pa. L. 
Rev, 291, 321 1954). 

129 Information obtained in the German Patent Office in Munich by the 
author. For the period between 1911 and 1920 no complete data are 
available: because of the destruction of the files. 

180 68 Star. 947 (1954), 42 U.S.C, § 2187 (Supp. IV 1957). 

131 10 C.F.R. § 80.10 (Supp. 1957). 

+8? Pursuant to 42 U.S.C.A. § 2223 (Supp. 1957). 


6 
| 
— 


844 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


violations; (4) for making any invention or discov 
useful in the production or utilization of special nuclear 
material or atomic energy without being entitled to com- 
pensation or royalty therefor under the act. In addition 
the Board may also grant incentive awards for especially 
meritorious contributions to the development, use and 
control of atomic energy without formal application upon 
recommendation by the General Advisory Committee 
and with approval of the President’**—the so-called 
“Fermi Prize. 

Since in the atomic energy field the determination of 
what constitutes a reasonable royalty fee for a compul- 
sory license or just compensation for total or partial re- 
vocation of an issued patent is by no means obvious, es- 
pecially in view of the large share of government support 
in the development and the rapid advance of the tech- 
nology in this area, the statute spells out a number of 
factors and considerations to be taken into account.” 
It would seem, however, that the practical applicability 
of these standards for the two purposes indicated will 
be slight, since the better part of the life of the patents 
which might have been revoked by the 1946 legislation 
has now expired and the prospects for compulsory li- 
censes, other than as the result of an intentional violation 
of the antitrust laws, are not impressive. 

On the other hand, it is worth noting that the same 
factors also control the grants of awards which are pro- 

188 68 Stat. 947 (1954), 42 U.S.C. § 2187(b)(3), 2d sentence (Supp. 
IV 1957). 

134 AEC, S SEMIANNUAL Report 38 (1955). 

185 68 Stat. 947 (1954), 42 U.S.C. § 2187(c)(1) and (2) (Supp. IV 
1957). It would seem that the special reference to “any defense, general 
or special, that might be pleaded by a defendant in an action for infringe- 
ment” is superfluous. A similar phrase contained in the former statute 
circumscribing government liability for unlicensed use of patents was 


deleted upon its transfer into the new Judicial Code of 1948, 62 Srar. 941 
(1948), 28 U.S.C. § 1498 (1952); see Reviser’s note to that section. 
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vided for persons making any invention or discovery 
useful in the production or utilization of special nuclear 
material or atomic energy “who are not entitled to com- 

ion or a royalty therefor under the Act.”*** While 
the latter authorization makes it possible to reward the 
otherwise unprotected inventors in the still un-patentable 
atomic weapons field, the scope of this power is by no 
means restricted to that area. Rather it permits pecuni- 
ary awards to meritorious inventors making contributions 
to any sector of the entire technology pertaining to the 
utilization of atomic energy, regardless of patentability, 
so long as they are not eligible for other types of pe- 
cuniary benefits under the act. The legislative history 
of the act seems to show that this system of merit awards 
was not designed merely as a substitute for patentability 
in regard to the excluded subject matter as under the 
1946 Act,’*” but was intended as an additional stimulus 
for inventive activity in a broad sector of technology 
deemed to be of crucial importance.’ In the light of 
such congressional policy it seems to be a practice of 
dubious wisdom, if not questionable validity, that the 
AEC adamantly insists on inserting waivers of all claims 
for pecuniary awards under the act in its patent contract 
clauses.” The individual contractor who himself has 
to forego full patent rights under the patent clauses—if 
not under section 152—will have little interest in, or 
might otherwise be incapable of, establishing incentive 


136 68 Stat. 947 (1954), 42 U.S.C. § 2187(b)(3), first sentence (Supp. 
IV 1957) (emphasis added). 

187 An award of this type was granted in Application of McClellan, 91 
US.P.Q. 278 (1951), CCH Atom. En. Rep. 13154, and reserved in 
a of Schultz, 94 U.S.P.Q. 124, CCH Atom. En. Rep. 13155 

1952). 

188 The same conclusions are reached by Boskey, Some Patent Aspects 

of Atomic Power Development, 21 Law & Contemp. Pros. 113, 119 (1956). 


189 See the text quoted note 102 supra. 
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awards for his personnel. Congress appears to have 
spoken in the atomic energy field although the genera] 
subject of incentive awards for private inventors outside 
of, and in addition to, the patent system is still an issue 
awaiting final determination.“ 


4. Special Safeguards against Improper Acquisition and 
Use of Patents 


Because of the shift from a system of secrecy and 
government monopoly to a regime of open competition 
and private enterprise, during the turbulent gestation of 
the legislation it was felt in some congressional quarters 
that some additional safeguards regarding acquisition 
and use of patents needed to be written into the act in 
order to forestall the possibility that someone might reap 
undue advantages from a technology so largely de. 
veloped with public funds. 


(a) Definition of prior art. Section 155" specifies 
that “in connection with applications for patents covered 


140 Legislation aiming at the provision of awards for inventive con- 
tributions by persons other than government employees has been before the 
Congress since 1952 when Representative Celler introduced H.R. 7816, 
82d Cong., 2d Sess., to that effect. The bill never went beyond the com- 
mittee stage and its successor in the 83d Congress had no better fate. In 
the 84th Congress, Ist Sess., H.R. 2383 was introduced for the same purpose 
and, after extensive hearings and favorable report from the Judiciary Com- 
mittee, passed the House on July 30, 1955. The Senate, however, took no 
action. In the 85th Congress Representative Celler resumed his efforts with 
the introduction of H.R. 103, 85th Cong., Ist Sess., which was again re- 
ported favorably by the Committee on the Judiciary, H.R. Rep. No, 148, 
85th Cong., Ist Sess. (1957) (with legislative history at 7). It was placed 
on the Consent Calendar, but upon objection stricken therefrom on April 
1, 1957. On June 27, 1957, Representative Nimitz re-introduced an identical 
bill as H.R. 8420, which was not acted upon before the adjournment on 
August 30, 1957. The proposed act is expressly intended “to stimulate 
private enterprise by encouraging private and Government exploitation of 
inventions and inventive contributions made by employees of Government 
contractors,” H.R. Rep. No. 148, 85th Cong., Ist Sess. 9 (1957), and to 
apply to inventive contributions “whether or not patented, unpatented or 
unpatentable.” 

14168 Stat. 947 (1954), 42 U.S.C. § 2185 (Supp. IV 1957). 
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by this Chapter, the fact that the invention or discovery 
was known or used before shall be a bar to the patenting 
of such invention or discovery even though such prior 
knowledge or use was under secrecy within the atomic 
energy program of the United States.” According to an 
express provision in the general patent law of the United 
States a person is not entitled to a patent if “the invention 
was known or used by others in this country . . . before 
the invention thereof by the applicant for patent.” 
But, although equivalent language has formed part of 
the controlling statutes at least since the patent act of 
1836," it cannot be said that the exact meaning of the 
phrase “known or used by others” had become complete- 
ly clear and fixed. To be sure, in Gayler v. Wilder,“ the 
early leading case in point, Chief Justice Taney, speak- 
ing for the majority of the court, had taken the position 
that the words in question were not to be taken in their 
literal or absolute sense, but had to be construed in the 
light of the overall statutory policies and objectives. 
Accordingly he concluded “that by knowledge and use 
the legislature meant knowledge and use existing in a 


142 29 Stat. 692 (1897), 35 U.S.C. § 102a (1952). 

143 Section 6 of the patent act of 1836 predicated the right of an 
inventor to a patent on the condition that the subject matter claimed was 
“not known or used by others before his . . . discovery or invention 
thereof.” 5 Star. 119, c. 357 § 6 (1836). Already the first American patent 
statute of 1790 had tersely specified that the purported invention was “not 
before known or used.” 1 Star. 109, c. 7 § 1 (1790); but the second law 
of 1798 had given a somewhat more complex regulation. On the one hand 
that act required that the invention for which a patent was applied was 
“not known or used before the application”; on the other hand, it recog- 
nized that it was a valid defense against an action on a patent “that the thing, 
thus secured by patent, was not originally discovered by the patentee, but 
had been in use . . . anterior to the supposed discovery of the patentee. . . .” 
1 Srar. 319, 322, c. 11, §§ 1 and 6 (1793) (emphasis added). For a 
construction and reconciliation of these clauses see especially Pennock v. 
Dialogue, 27 U.S. (2 Pet.) 1 (1829); Shaw v. Cooper, 32 U.S. (7 Pet.) 
a 1833); cf. Reed v. Cutter, 20 Fed. Cas. No. 11,645 (C.C.D. Mass. 

14451 U.S. (10 How) 476 (1850). 
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manner accessible to the public.”*” But his views had 
prompted impassioned dissents by some members of 
the tribunal'** and, moreover, were questioned, at least 
to some extent, in a subsequent leading case." As q 
result, the problem of whether secret development and 
use of an invention may constitute anticipation barring 
a subsequent invention has remained in an unsettled and 
unsatisfactory state although modern text-writers have 
relied on the dictum of Gayler v. Wilder with apparent 
approval.** Accordingly, a specific clarification of the 
subject with respect to patents relating to the production 
and utilization of atomic energy could justly seem de- 
sirable, especially in view of the previous far-reaching 
secrecy of the atomic energy program in the United 
States. 

Actually, the section in question has been bitterly 
attacked by such an eminent authority in the field as 
former Commissioner of Patents Casper Ooms as an 
unnecessary and unwarranted departure from estab- 
lished principles of American patent law.” But it 
would seem that the learned critic is not by far on as 
firm a ground as he asserts to be, and that a good deal 
can be said in defense of the policy of the act. Un- 
fortunately, however, the draftsmanship of section 155 is 
not impeccable; especially the reference to “before” 
without clearly stating whether the time of the subse- 
quent “invention” or merely of the application is intend- 
ed might produce unnecessary confusion. Greater harm- 


145 Id. at 496 (Empsasis added). 

146 Id. at 498 (Justice McLean), 501 (Justice Daniel). 

147 Coffin v. Ogden, 85 U.S. (18 Wall.) 120, 125 (1873). 

148 Waker, Patents § 60 (Dellar ed. 1937); but contrast Curtis, 
Parents §§ 86, 87 (4th ed. 1873). 

149 Ooms, Some Suggestions Relating to Patent Provisions in Atomic 
Energy Legislation to Protect the Public Interest, 38 J. Pat. Orr. Soc’y 38, 
60 (1956). 


| 

| 

| 

| 


| INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 849 


ony with 35 United States Code, section 102(a) would 
be preferable. It also has been suggested that the bar 
of the act is too stringent and that prior knowledge or 
use in connection with the atomic energy program should 
be anticipatory only if described in a paper published 
by the Technical Information Service of the Commis- 
sion;’” but again it appears to be debatable whether such 
restriction is really beneficial. 
(b) Monopolistic misuse of patents. Section 158 of 
the act’ contains a special provision relating to the case 
in which the owner of any patent for an invention of 
primary use in the utilization or production of special 
nuclear material or atomic energy is found by a court of 
competent jurisdiction to have intentionally used such 
patent in a manner so as to violate the federal antitrust 
| laws. In such contingency the court may require the 
guilty owner to grant licenses to any other licensee of 
the Commission who demonstrates a need therefor sub- 
ject to the payment of a reasonable royalty fee. This 
section which owes its origin to a senatorial after- 
thought” and its purported improvement by the Con- 
ference Committee*” actually fulfills no special purpose 
and is likely to stifle rather than to facilitate the efficient 
_ administration of the antitrust laws. Compulsory li- 
» | censing as a sanction for the employment of patents in 
antitrust violations has been recognized by the Supreme 
: Court in a long line of adjudications and the limitations 
» | 150 Cole, perme Nuclear Developments, 13 NUCLEONICS No. 4, 31, 
34 (1955). Accordingly an amendment inserting a proviso to that effect in 
§ 155 of the act has been proposed in H.R. 600, 85th Cong., Ist Sess. § 3 
and H.R. 5694, 85th Cong., Ist Sess. § 14 (1957). See Zimmerman, Patents 
—Proposed Legislation on Section 155 of the Atomic Energy Act of 1954, 
26 Geo. Wasu. L. Rev. 328 (1958). 
s, 15168 Stat. 947 (1954), 42 U.S.C. § 2188 (Supp. IV 1957). 
152 See text to note 75 supra. 


153 See text to note 78 supra. 
8, 154 Besser Mfg. Co. v. United States, 343 U.S. 444, 449 (1952); United 
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of the statute are only apt to embarrass the government 
in the pursuit of its consent decree practice and to fore. 
close the possibility of even more stringent sanctions, 
Calling the section merely “unnecessary” as has been 


done by another commentator’™ is therefore actually 


polite understatement. 


II 


NORMAL PATENT LAW AND NUCLEAR TECHNOLOGY 


It has been urged on diverse occasions and from 
various quarters that full and untrammeled application 
of the “normal” patent law should be restored to the 
atomic energy field.’ Intrinsically, nuclear technology 
possesses no different patent aspects than other branches 
of inventive endeavor. The sole problem peculiar to 
atomic science seems to concern the patentability of 
artificial elements and isotopes. The statutory catalogue 
of patentable subject matter recognizes only “manv- 


facture” and “composition of matter” as the basis fora _ 


possible product patent’ and it has been held that the — 


States v. Gypsum Co., 340 U.S. 76, 93 (1950); United States v. National — 


Lead Co., 332 U.S. 319, 335-51 (1947); Hartford-Empire Co. v. United 


States, 323 U.S. 386, 415-18 (1945), clarified, 324 U.S. 570 (1945), 


155 Cf. United States v. General Elec. Co., 115 F. Supp. 835, 843 
(D.N.J. 1953), and the discussions provoked by it: REPorT oF THE ATTOR- 
NEY GENERAL’s NATIONAL COMMITTEE TO STUDY THE ANTITRUST Laws 
255-59 (1955); Diggins, The Patent-Antitrust Problem, 53 Micu. L, Rey. 
1093, 1115 (1955); Note, A Study of Compulsory Licensing and Dedication 
of Patents as Relief Measures in Antitrust Cases, 24 Geo. Wasnu. L. Rev. 
223 (1955); Note, District Court Dedication of Patents to Public Use, 54 _ 
Cou. L. Rev. 278 (1954); Note, Patent, Dedication as Antitrust Remedy: 


New Light on Hartford-Empire, 63 Yate L.J. 717 (1954). 


156 Ooms, Some Suggestions Relating to Patent Provisions in Atomic 
Energy Legislation to Protect the Public Interest, 38 J. Par. Orr. Soc’y 8, 


61 (1956). 


157 See, e.g., WorksHops ON LEGAL PROBLEMS OF ATOMIC ENERGY, 


U. or Micu. Law Scuoot 88 (1956). 
158 66 Stat. 101, 35 U.S.C. 101 (1952). 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 851 


isolation of a chemical element is not susceptible of prod- 
uct claims’ under either of these two concepts. But it 
could be argued convincingly that the thrust of this rule 
does not apply to new elements or element types which 
do not exist on earth and are entirely the result of man’s 
ingenuity. As the subject was discussed not long ago 
with lucidity and completeness by Mr. Dunlavey,'® 
reference to his exposition may suffice. Patent applica- 
tions covering such matters are usually under secrecy 
orders. Consequently the attitude of the Patent Office 
- ig unknown to the author. 

| Actually the special treatment patent-wise of nuclear 
inventions is dictated by policy considerations predicated 
on four different though interrelated factors: (1) the 
current state of nuclear technology is, in the main, the 
result of the expenditure of huge amounts of public 
funds; (2) even in times to come vast sums of public 
funds, in addition to private resources, will have to be 
spent in order to assure the necessary pace of develop- 
ment; (3) control of atomic information, at least in some 
respects, is required by the demands of national security; 
(4) acentral government agency is needed as an infor- 
mation clearing house in order to save wasteful duplica- 
tions of efforts, concomitant with a completely private 
enterprise system. 

Sober reflection cannot but lead to the conclusion 
that the effects of the first of these indicated four factors 
must cease to operate as time progresses and the results 
of privately financed research and development add to 
the advance of atomic technology. The remaining three 
reasons apply, perhaps with variations in degree, also 


wae Elec. Co. v. De Forest Radio Co., 28 F.2d 641 (3d Cir. 
160 Note, Can Artificially Created Isotopes of Chemical Elements Be 
Patented?, 42 Cauir. L. Rev. 676 (1954). 
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to other fields of scientific and experimental inquiry, 
The political and social realities of our day have forced 
the federal government, acting through thirty-five or s0 
departments or agencies, to assume financial responsi- 
bility for more than half of the total national outlay for — 
research and development.” Since a large share of | 
this activity is carried out by private industry or research 
institutions under contracts or grants, the attendant allo. 
cation of patent rights through appropriate clauses has _ 
become a matter of vital concern to the public. There | 
seem to be no cogent reasons why the atomic energy 
field should be singled out for subjecting government 
contractors to a wholesale deprivation of patent rights 
regardless of the modality of their contributions such as 
that prescribed by section 152 of the act, or to particular. 
ly exacting patent clauses. It appears to be high time | 
that the whole field of patent clauses for government | 
contractors be carefully reviewed and made the subject | 
of a uniform overall legislative or executive policy di- — 
rective. Only thus can the American patent system be 
kept free from unwarranted corrosion. | 

Unquestionably some of the most felt’®’ difficulties in, | 
and limitations on, the exercise of normal patent rights 
stem from the secrecy regime governing atomic energy 
information, The owner of inventions in the nuclear field 
finds himself in front of a double-barreled gun, viz., the 
secrecy provisions both of the general patent law and of 
the Atomic Energy Act. 


161 Cf. Honey, Federal Government Organization and Programs for 
fesearch and Development—an Overview, 17 Fen, Ban, |; 
Colman, Small Business and Research and Development, 17 Fen. Bax. J. 
285, 286 (1957). 

162 See the revealing testimony of Dr. Starr, General Manager of the 
Atomics International Division of North American Aviation, Inc., in Develop- 
ment, Growth and State of the Atomic Industry, Hearings Before the Joint 
Committee on Atomic Energy, 85th Cong., Ist Sess, 203, 210-14 (1957). 
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63 


Involuntary ** secrecy of patent applications and 
consequent withholding of the grant of patents thereon 
was first introduced into the American patent law by a 

ial statute of 1917'* as a war-time measure. Shortly 
before the entry of the United States into World War II 
the power to issue secrecy orders was extended to peace- 
time for a period of two years’® and supplemented by 
an amendatory act barring patent applications abroad 
except by special license and providing more effective 
sanctions.“ After the outbreak of World War II, the 
regime was continued for the duration.’ In 1952, the 
Invention Secrecy Act of 1951’® recast the whole law 
pertaining to secrecy orders relating to inventions and 
placed it on a permanent basis. The codification of 
the patent law which took place during the same year 
transferred this regulation, with slight modifications, 
into the general patent law.'®? Under the current pro- 
visions, inventions in which the government has a prop- 
erty interest” as well as wholly privately-owned patent 
applications’ may be placed under secrecy orders in 
the interest of the national security and the grant of the 
patent withheld,’ such order barring the filing of foreign 
patent application except upon authorization by a li- 
cense granted with the concurrence of the head of the 
departments or the chief officers of the agencies who 


Wt For the possibility given to the inventor by the Patent Act of 1836 
§ 8, of requesting his patent application to be kept in the secret archives of 


the Patent Office, see Woodbridge v. United States, 963 U.S. 50 (1993). 
16440 Stat. 394 (1957), 35 U.S.C.A. § 42 (1929). 
WSH4 Star. TIO (1940), 85 U.S.C. § 49 (1940). 
Stat. G57 (1941), 35 U.S.C. §§ 42a-42f (Supp. 1941-1946 
Star. 870 (1942). 
16866 Stat. 3 (1952). 
169 66 Star. 792, 805, 815, 35 U.S.C. §§ 181—88 (1952). 
179 66 Stat. 805, 35 U.S.C. § 181, para, 1 (1952), 
17166 Star. 805—06, 35 U.S.C. § 181, paras. 2 and 3 (1952). 
77266 Stat. 805-06, 35 U.S.C, § 181, paras. 1 and $ (1952). 
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requested the secrecy order.’ Individuals damaged by 
the secrecy order are entitled to compensation.’ 

In addition, the Atomic Energy Act provides that al] 
data concerning (1) the design, manufacture or utiliza. 


tion of atomic weapons; (2) the production of special — 


nuclear material; or (3) the use of special nuclear ma. 
terial in the production of energy is “restricted data” 
and, as such, “born classified” and subject to the infor. 
mation control by the Atomic Energy Commission.’ 


The interrelation of the secrecy provisions of the _ 


patent law and the Atomic Energy Act is unfortunately 


quite confusing.” Where the AEC asserts the domestic | 
title to the invention under section 152 of the Atomic 
Energy Act or the governing contract patent clauses and 


chooses to prosecute the American patent application 
itself no particular problems arise to that extent. The 
Commission files the application with Division 70 of the 
Patent Office—the division in charge of the security laws 
administration—and transmits simultaneously a request 
for a secrecy order.** But where the domestic title to 
the invention remains in a private individual the situa- 
tion is not so simple. Apparently, the fact that the appli- 


178 66 Strat. 807, 35 U.S.C. § 184 (1952). 
17466 Strat. 806, 35 U.S.C. § 183 (1952). 
178 68 Strat. 922 (1954), as amended, 42 U.S.C. § 2014(r) (Supp. 
IV 1957). 
176 See especially Green, Information Control and Atomic Power De- 
velopment, 21 Law & Contemp. Pros. 91 (1956); Green, The Atomic 


Energy Information Access Permit Program, 25 Gro. Wasu. L. Rev, 548 


(1957). 


177 For brief discussions of the situation see also Wiles, The Atomic 


Energy Act of 1954, Am. Pat. L. Ass’n. Buty. 343 (1957); Mackey, Cor- 

e Patent Practice in the Atomic Field, Am. Pat. L. Ass'n. Butt. 348, 
850 (1957). 

118 For the number of secrecy orders on Commission-filed patent ap- 
plications see communication by the AEC to the Joint Committee on Atomic 
Energy, Development, Growth and State of the Atomic Energy Industry, 
Hearings Before the Joint Committee on Atomic Energy, 85th Cong,, lst 
Sess. 305 (1957). 
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cation contains restricted data does not in itself bar a 
filing of a patent application with the Security Laws 
Administration Division of the Patent Office,” provided 
that the regulations for external transmission of classified 
materials are observed and that care is taken that the 
requisite request for a secrecy order is obtained.’ Of 
course, in such case the grant of the patent will be with- 
held until declassification and rescission of the secrecy 
order, the applicant being entitled to compensation 
under title 35 United States Code section 183 unless 
waived.” 


Additional difficulties arise with respect to foreign 
applications in the classified area.’ Except where a 
bilateral international agreement provides for filing on a 
classified basis, the domestic inventor is barred from 
seeking a foreign patent until the information has been 
formally declassified unless he can eliminate the restrict- 
ed data from his disclosure. Furthermore the mechanics 
of declassification imperil his foreign patent status and 
the cooperation of the AEC is needed to prevent publica- 


179 It seems safe to assume that the officials of Division 70 are persons 
“authorized to receive Restricted Data” within the meaning of 68 Srar. 
959 (1954), 42 U.S.C. § 2277 (Supp. IV 1957); see also U.S. Aromic 
Enercy Commission, AEC Manvat, § 9113-0112 (1955). 

180 10 C.F.R. §§ 95.32 and 95.38 (1957). 


181 For the number of outstanding secrecy orders on atomic patent 
applications filed by private industry see the communication by the AEC 
to the Joint Committee, Development, Growth and State of the Atomic 
Energy Industry, Hearings Before the Joint Committee on Atomic Energy, 
85th Cong., Ist Sess. 305 (1957). 

182 Unfortunately and, in the opinion of the writer, unjustifiably the 
AEC insists upon waiver of the rights under 66 Stat. 806, 35 U.S.C. § 183 
(1952), with respect to any invention or discovery made or conceived in 


the course of, in connection with, or under the terms of an access permit, 
10 C.F.R. § 25.24(c)(2) (1957). 

183 See the discussion of the situation in the testimony by Dr. Starr, 
Development, Growth and State of the Atomic Energy Sthodnn Hearings 
Before the Joint Committee on Atomic Energy, 85th Cong., lst Sess. 203, 
210 (1957); and the communication by the AEC, id. at 300. 
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tion which destroys patentability abroad.* To be sure, 
the AEC has endeavored to assist domestic inventors 
in preserving their foreign rights,"*’ but a special pro- 
vision permitting foreign filing with the license from the 
AEC just ahead of formal declassification might obviate 
some of the unnecessary dangers. 


CONCLUSIONS 


The foregoing discussion had the purpose of showing 
that the patent regime in the atomic energy field suffers 
from three cardinal defects and requires legislative at. 
tention. (1) The special patent provisions of the Atomic 
Energy Act are to a large extent incongruous, superfluous 
and productive of unnecessary doubts and complications, _ (1 
(2) The secrecy regime of the act is too stringent and | C 
too rigid and requires adaptation to the patent pro- | ti 
tection of American industry abroad. (3) The patent | it 
policies of the Commission as practised in the contract | 
clauses and dictated waivers of statutory rights appear | % 
to be too exacting and ought to be harmonized with 
those of other government departments responsible for 
research and development. 


184 See the testimony by Dr. Starr, note 183 supra. 
185 See the communication by the AEC, id. at 300. 
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APPENDIX IV 


THE COTTRELL CONCEPT 


Created in 1912, a year after the establishment of the Carnegie 
Corporation and a year before that of the Rockefeller Founda- 
tion, Research Corporation was as unique an enterprise then as 
itis now. The philosophy of all its activities stems from a con- 
cept and the ideals of its founder, Frederick Gardner Cottrell, 
scientist, teacher and inventor. 

As a chemist Dr. Cottrell knew only too well the scientist’s 
problems in getting funds for research during the early stages 
of an investigation. As a professor he recognized the teaching 
value of active scientific research in colleges and universities. 
As a successful inventor he was able to set up and implement 
a plan to provide research support for scientists and their 
institutions. 

The plan was to use his invention—the Cottrell system of 
electrical precipitation for removal of particles from gases— 
as an endowment for scientific work. To this end he established 
Research Corporation, a nonprofit foundation, to administer 
this endowment and to make grants in aid of research to 
educational and scientific institutions. 

Following his example, other public-spirited inventors added 
to the endowment in later years through their gifts of patents 
to the foundation. Outstanding among these contributors were 
Robert R. Williams, Robert E. Waterman and their associates, 
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who in 1935 assigned their patents on the synthesis of Vitam) 
B, to Research Corporation; and Edward C. Kendall of 4 
Mayo Clinic, who in 1941 gave Research Corporation the paten, e 
resulting from his pioneering researches on the steroid hy, Wi 
mones, the most notable of which is cortisone. Pe 
Today Dr. Cottrell’s physical endowment exists as Resear, Gs 
Cottrell, Inc., a wholly owned, taxpaying subsidiary of of 
foundation, which produces Cottrell precipitators and oth 
equipment for industry. Dividends, interest and royalties 
sulting from the Cottrell, Williams-Waterman and other ip mi 
ventions continue to provide for Research Corporation grante 
the funds which have aided in support of the researches iti 
scientists for nearly half a century. | for 
Inherent as they both are to the Cottrell concept, and & oi 
pendent to some extent as the grants activities are upon royal A 
income provided by the patent development function, there j bl 
no organic connection between the two activities. The a 
of a grant carries no commitment or obligation as regards of 
sible patentable invention resulting from the research aff 
ported. The assignment of a patent to the foundation creates u, of. 
commitment or obligation for the granting of funds for the iy 
ventor to his institution. | 
Dr. Cottrell’s spiritual endowment exists today as the guiti 
to Research Corporation’s philosophy, a major part of whichk 4g 
epitomized in charging the foundation to “bet on the youm sty 


sters. 
per 
WORK SUPPORTED BY ENDOWMENT the 


Since 1912 these endowments have made possible grants tot#| a 
ing about $12,000,000 to aid researches of some 2,500 scientist! yes, 
in literally hundreds of institutions in this country and abroal’ gti 
Because of the nature and timing of the grants they have play por 
a part well beyond their dollar value in specific accomplishmetl of 
in the general advancement of scientific knowledge and int! ura 
training of young scientists. of | 
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itam throughout most of its history Research Corporation 
of th grants have been made primarily in physics, chemistry, 
datent sagineering, mathematics and astronomy. Since 1940, the 
id he winiams-Waterman Fund, which is administered by Research 
Corporation, has supported research in the broad area 
' of nutrition and active work in the field aimed at improvement 
of ty (¢ human nutrition. In 1957, the establishment of the 
othe Brown-Hazen Fund extended the foundation’s area of interest 
dest to include the fields of biochemistry, immunology and 
it microbiology. 
‘ante, The foundation has directed the preponderance of its activ- 
hes ities to these rather specific fields, usually by granting funds 
' for the support of programs or projects whose scientific merits 
te and feasibilities could be evaluated to some extent in advance. 
royal! At the same time, the maintenance of a flexible outlook and 
herei mode of operation has been a paramount concern. This has 
aWalt been reflected in occasional departures from traditional fields 
of interest and in the form of “venture” grants, designed to 
h afford unrestricted opportunities for the testing of novel ideas 
atest of great potential importance. 
the 
| THE PHYSICAL SCIENCES 


ich As early as 1922 the foundation supported low temperature 
youl: studies; today Research Corporation grants assist researchers 

_ working on superconductivity, superfluidity and other low tem- 
perature phenomena. The research program which resulted in 
the first cyclotron received its initial outside help from these 
'| grants in the early 1930’s, and grants which would be but drops 
3 tol! in the bucket today aided at early, critical stages the nuclear 
enti’ research programs using cyclotrons at a half-dozen major in- 
brett stitutions during that period. In a 1939 report on work sup- 
playe’ ported by Research Corporation grants there is a reproduction 
hmetl| of one of the first oscillographic records of energy release in 
‘int uranium fission. Foundation funds supported the construction 
of the first coronagraphs in this country and have continued 


guid: 
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to play an important part in supporting solar regearg 

Work which incidentally resulted in development of ulty 
centrifuges, mass spectrometers, linear accelerators and the 
Van de Graaff generator received Research Corporation suppoy 
at stages when lack of funds might well have meant their abay, 


donment or indefinite deferral. Steroid chemistry, various} 


pharmaceuticals, free radical chemistry, micro techniques, toy. 
ing tank and wind tunnel development and studies, photogyp, 


SEE Ss 


thetic studies, heat transfer and molecular beam experimen! su 


have received support that was important more for its timing 
than for its absolute amount in dollars. 


THE BIOLOGICAL SCIENCES 


In the field of nutrition, important advances have been mak 
through support by the Williams-Waterman Fund of otherwig 
neglected phases of cereal enrichment programs. Among th 
Fund’s projects which have developed into programs currently 
benefiting large population groups are the enrichment of con 


meal in the southern states of the United States, the enrich 
ment of rice in the Philippine Republic and Formosa, and cereal 
enrichment programs in Yugoslavia and Cuba. 

India, Pakistan, Guatemala, Brazil and Chile have also been 
beneficiaries of Williams-Waterman grants-in-aid which hav 
been directed in considerable part to training their own scien 
tists in the field of nutrition. Other grants from the Fund hav 
gone toward an attack on kwashiorkor in South Africa, t 
clinical and dietary studies in other areas and to many college 
and universities in this country and abroad for fundamentd 
studies which may have future application to problems of hi 
man nutrition. 

The program of the Brown-Hazen Fund, whose interests 
are directed to biochemistry, immunology and microbiology, i 
in its early, formative stages. The philosophy of this rathe 
modest program, however, is in full consonance with th 
foundation’s other programs of grants. The initial grants d 
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this Fund have provided fellowships in basic health sciences; 
strengthened the teaching facilities in biochemistry at a lead- 
ing medical college; provided funds for support of specific 
fundamental research projects; and supported an international 
congress on blood cells and plasma proteins. 


* * 


By virtue of their fundamental nature, many of the projects 
supported by Research Corporation are hard to assay in terms 
of specific results. However, over the years substantial evidence 
of the contributions to science resulting from work supported 
by these grants has accumulated in the form of publications, 
inventions and recognition by others of the important work 
done. 

There is now in Research Corporation’s files a modest but 
respectable scientific library consisting of undergraduate, M.S. 
and Ph.D. theses; reprints of publications carrying credit lines 
to the foundation from practically all this country’s and many 
foreign scientific journals, detailed technical reports and word 
of advanced degrees and various fellowship honors—all of which 
stemmed to some degree from investigations carried on with the 
aid of the foundation’s grants. 

Thus the Cottrell concept of an endowment for science has 
proved its validity in terms of the advancement of knowledge 
for the ultimate benefit of mankind. 


48827 0—59——55 
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GRANTS-IN-AID PROGRAMS 
FOR THE NATURAL SCIENCES 


Research Corporation grants are made to scientific and educa. 
tional institutions for the support of their educational programs 
and fundamental researches in the natural sciences. Infre 
quently, support has been given work in fields other than the 
natural sciences. 19 

Research Corporation’s programs of grants are character 
ized by the seeking out of those areas, places and people which 
appear to have the greatest potential for the advancement of 
science and education. This is carried even beyond the formil. 
ized programs in a deliberate reserving of a portion of the 
annual budget for unrestricted “venture” grants. 

From time to time the foundation’s attention is caught by " 
exceptionally promising situation; scientific, educational, a: 
possibly one of high stimulative potential. After careful doct 
mentation, these situations are referred to the Advisory Com- 
mittee as “venture prospects” for consideration of grants tt 
funds on an essentially unrestricted basis. There are no forma 
applications or forms for applying for such grants; ‘the 
proposals to the Committee are developed by the foundation’ 
staff, and are the result of firsthand knowledge of the particular 
situation. 

Venture grants have been made in the form of unrestrictel 
contributions put at the disposal of exceptionally promising 
young scientists, intended to permit them to pursue lines of 
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thought which may not yet be sufficiently well defined for re- 
duction to paper and application for support. In essence, op- 
portunity is given them to explore novel concepts without 
defending in advance untried hypotheses. Other venture grants 
have relieved scientists of the necessity of routine activities, 
to permit their fuller development and crystallization of new 
concepts. Still others have been designed to facilitate group 
approaches to broad problems. Outstanding teaching has been 
recognized with such grants, intended to support and stimulate 
further this important function. These “venture” grants repre- 
gent the foundation’s deliberate effort to bring the future closer 
to the present. 


BUDGET PROVISIONS 


Research Corporation does not contract for research, nor does 
i usually sponsor any research programs in the sense of sug- 
gesting a problem, directing the work or having any claim on 
the results. Rather, the foundation’s grants are intended as 
contributions to help support academic and scientific work 
chosen by the scientist and which his institution is interested 
in fostering. Specifically, they round out a joint enterprise to 
which the scientist contributes his skill, the institution the 
normal facilities, services and time of the scientist-investigator, 
and Research Corporation the relatively direct, out-of-pocket 
costs incurred. 

Thus, special apparatus and equipment needed to undertake 
fhe scientist's proposed research are appropriate budget items 
in an application for a Research Corporation grant, Similarly, 


unusual expendables or large quantities of normal stock sup- 


plies are appropriate. It is expected that the institution will 


provide for modest quantities of customary laboratory stock- 
room supplies. 


Provision for technical assistance is also appropriate and 


especially welcome in the form of scholarship and fellowship 
funds at both undergraduate and graduate levels. When sala- 
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ries or wages are required, rather than stipends for individyg, 
whose academic or scientific progress is to be aided by py. 
ticipation in the research, the status of the proposed employy. 
should be made clear and the necessity for “hired handy 
rather than student participants should be substantiated, 

The grants are not intended to provide for any parts of th 
salaries of regular staff members of the institution, nor fy 
routine institutional costs such as overhead. They are not jp, 
tended to provide for building, furnishing or maintaining pe. 
manent facilities. 

In the event the proposed research requires procurement ¢ 
major equipment which may be of continuing use for reseanq, 
and instructional purposes aside from the subject researd, 
Research Corporation may offer a contribution toward its py. 
chase rather than provide for its full cost. Naturally, equip 
ment purchased or constructed with the aid of these grant 
is the property of the institution regardless of the future cour 
of the research or the investigator. 

The foundation has no preferred level at which it will em 
sider support of fundamental research, and an “average” fig. 
ure for amounts of its grants is meaningless: individual granh 
have ranged from less than a hundred dollars to the tens ¢ 
thousands, and into six figures over a period of years. It expect 
to be asked for the rational amount of funds needed for th 
work proposed in an application and it will commit funds in 
to the future where need is demonstrated in connection with: 
successful application. However, unless there is demonstrabk 
need for initial commitment for a longer period of time, cor 
tinuation beyond the first year of support will be considered a 
the basis of renewal application, for which forms are provide 
at the appropriate time. 

Needless to say, competition for the available funds is kea 
An application which supports a rational budget with a clu 
and concise statement of the significance of the work propos 
has an obvious competitive advantage. 

Once granted, the funds may be used with some degree 
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flexibility as regards both budget and time schedule. The 
foundation expects to be advised in advance of significant de- 

res from the proposed line of work and major departures 
from the proposed budget but recognizes well the unpredictable 
aspects of fundamental research which make such variations 


desirable. 


THE FREDERICK GARDNER COTTRELL PROGRAM 


Frederick Gardner Cottrell grants constitute the foundation’s 
major activity in the physical sciences. They are designed to 


' foster fundamental research in this broad area and to help 


stimulate effective science teaching at the undergraduate and 
graduate levels. While a combination of teaching and funda- 
mental research may not always advance the latter most ef- 
ficiently, there is a strong preference for proposals which com- 
bine them whenever it is at all feasible. 

Named for the founder of Research Corporation, this pro- 
gram is rooted in the tradition of Dr. Cottrell’s primary inter- 
ests: the physical sciences, including engineering, and the 
stimulation and support of the younger scientists. Over the 
years, some two-thirds of the funds given by the foundation to 
academic and scientific institutions have been directed to these 
areas, and it seems probable that they will continue to claim a 


it similar share of its interest for the foreseeable future. 


WILLIAMS-WATERMAN GRANTS 


Williams-Waterman grants are made for work bearing upon 
human nutrition, the field of interest of the scientists for whom 
the Fund is named. It was established in 1935 when the inven- 
tors of the processes for the synthesis of vitamin B, and its 
intermediates assigned their patents to Research Corporation. 
One-third of the income accruing to the foundation from these 
patents is used to foster research in the broad field of the 
physical sciences and two-thirds is directed to the specific area 
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of nutrition. The endowment has thus assisted for many yea, 
in supporting research carried on under the foundation’s (g 
trell grants program, as well as research and field work in coy, 
bating dietary deficiency diseases. 

The Fund’s principal interests are directed to extension ¢ 
the frontiers of knowledge of nutrition and biochemistry; th 
support of investigators beginning their research careers; anj 
to research on indigenous food problems in foreign countrig, 
Corollary to these is an educational interest, which affory 
medical students of this country opportunities for both fiej 
and laboratory research and offers foreign scientists opporty. 


nities to study in American nutrition research centers. 


BROWN-HAZEN GRANTS 


In 1957 a new Fund of Research Corporation extended th 
foundation’s field of interest directly into the medical-biologica 
sciences. The Brown-Hazen Fund is named for the two inven. 
tors of nystatin, the first effective anti-fungal antibiotic. De 


veloped by Dr. Rachel Brown and Dr. Elizabeth Hazen atthe 
Division of Laboratories and Research of the New York State 


Department of Health, the patents on nystatin were assigned 
to Research Corporation. The agreement provides for Segre 
gation of half the royalty income in the new Fund for grants 


recommended by the Committee of the Fund to the founda 


tion’s Board. 

One of the Fund’s purposes is to afford the staff of the New 
York State Division of Laboratories and Research opportuni- 
ties for advanced scientific training which would not otherwise 
be available to them. Beyond this, consideration is given t0 
support of fundamental studies related to the fields of interest 
of the inventors—biochemistry, immunology and microbiology. 
It is to be used in these areas with flexibility but does nt 
contemplate support of work for which other support is abur 
dant or more appropriate. In principle, fellowships are favorel 
as providing seed for future harvest. 
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There are no application forms specifically for proposals to 

the Brown-Hazen Fund, and correspondence is relied upon to 
develop the necessary information for Committee considera- 
tion of a proposal. Inquiries may be addressed to Research 
Corporation or to the Fund’s Secretary, Dr. Rachel Brown, 
Division of Laboratories and Research, Albany, New York. 


OTHER RESEARCH CORPORATION GRANTS 


Proposals of exceptional scientific merit which fall outside the 
scope of these major programs may be supported by grants 
named for Howard Andrews Poillon, president of Research 
Corporation from 1927 to 1945. 

A modest grants program has been operating in West Ger- 
many since 1954 to support fundamental research in the nat- 
ural sciences in German universities and scientific institutions. 
Selection of applicants for these Research Corporation grants 
is made by a five-member committee made up of outstanding 
German scientists. Funds for the program are provided from 
royalties collected in Germany on the Williams-Waterman 
patents on vitamin B,. Cessation of income from this source 
early in 1958 dictates its termination when the accumulated 
royalties are expended. 


APPLICATIONS 


Institutions and individuals interested in Research Corpora- 
tion grants may address inquiries to the New York headquar- 
ters of the Grants Division or to the field offices in Chicago and 
Santa Monica, California. The addresses of these offices are 
listed in the front of this brochure. It is advisable to indicate 
in the initial inquiry the field of interest and the nature of 
the support required. Such information will enable a repre- 
sentative of the foundation to offer some guidance in the prepa- 


ration of a formal application. Brief application forms are 
provided. 
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The application form provides for an indication of the 
plicant’s background, statement of significance of the Propose 
work, an outline of the manner in which it will be approached, 
and budget. The applicant is asked to suggest the names of Der. 
sonal and professional references whose opinions of the pte. 
posal may be sought, and endorsement of the application by }i 
department head, dean or other official of his institution is», 
quested. A clear and concise statement of the significance g 
the work is important. 

While scientific feasibility of the proposed work is pam, 
mount in consideration of an application, its evaluation will } 
influenced substantially by its origin. For example, an applic. 
tion for support of a relatively routine graduate student prob. 
lem originating with an institution of established researe} 
tradition will fare poorly in competition with a proposal fy 
work of similar significance originating with an undergrads. 
ate institution. High scientific merit is a major criterion 4 
regards applications originating in the larger universities an 
research centers; stimulation is the corresponding criterin 
as regards the smaller liberal arts and comparable institutions, 
Similarly, an application from a younger man early in his pro. 
fessional career will take precedence over one proposing work 
of relatively the same degree of significance coming from: 
mature scientist who has had adequate opportunity to stabi- 
lize his career. An application for support of essentially pio 
neering work envisioning bold departure into new areas of 
knowledge is welcome regardless of its origin. 

Formal applications are processed by the staff to provide 
reasonably complete information on the applicant, his institv- 
tion and the work proposed as rapidly and succinctly as possibk 
to the appropriate committee and the foundation’s Board d 
Directors. Much of this information is gathered by the fiell 
representatives who, by virtue of extensive travel in their 
respective geographic areas, have firsthand knowledge of the 
institutions and personnel connected with most Research Cor- 
poration grants. Additional data are derived through corre 
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spondence with personal and professional references, some of 
whom are named by the applicant. After review by the Grants 
Division, the applications, together with the background infor- 
mation and reference data developed by the Division, are sub- 
mitted to the appropriate committee for formal consideration. 
The recommendations of the committees, which meet several 
times during the academic year, are usually the basis of the 
final action taken by the Board of Directors or its Executive 
Committee, which meets monthly. 

In keeping with its responsibility, the Board of Directors 
of Research Corporation reserves to itself the full authority for 
the making of a grant or the denial of an application. Its de- 
cisions are based substantially on the recommendations of the 
Grants Division and the advisory committees. 

The period between receipt of an application and the time of 
final action varies with the promptness of referees in their 
correspondence and with the time of receipt of the application 
relative to a committee meeting date. Normally it will be 
between two and four months. 
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I 


INSTITUTIONAL INVENTIONS 
AND PATENTS. 


Research Corporation’s experience in the administration of 
patents dates from its founding in 1912 on the basis of the Cot 
trell patents on methods and apparatus for the removal of par. 
ticles from gases by electrical precipitation. Procedures and 
practices adopted over the years with respect to the adminis. 
tration of patents for educational and scientific institutions | 
and their faculties and staffs have been designed with a view 
Research Corporation’s assuming the responsibility for handling 
all the many problems associated with obtaining patents and 
making them available to industry. The services offered in- 
clude: (1) the appraisal of the potential commercial useful- 
ness and patentable novelty of invention disclosures; (2) the | 
preparation, filing and prosecution of patent applications to the 
issuance of patents; (3) the introduction of the patents into 
commercial use, usually through issuing royalty-bearing l- 
censes to industry. The patent function of the foundation has 
increased some fourfold during the last ten years, approximately 
paralleling the increase in the research effort of colleges 
and universities. 


INSTITUTIONAL PATENT AGREEMENTS 


Research Corporation has entered into patent agreements with 
some one hundred educational and scientific institutions. These 


| 
| 

| 


with 
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agreements provide a simple mechanism for the administra- 
tion of those patentable inventions which the institutions elect 
to assign to the foundation. The individual agreements vary 
considerably as to details, depending upon patent policies es- 
tablished by and circumstances existing at the various insti- 
tutions, but a typical agreement provides for the following: 

1. The institution may offer to assign to Research Corpora- 
tion for administration any invention made by a member of the 
faculty or staff. Inventions subject to royalty-free Govern- 
mental licenses, or to other rights of research sponsors, can be 
offered to Research Corporation subject to such prior rights. 

2. Research Corporation evaluates the inventions submitted 
and determines whether, in its judgment, it would be advis- 
able to seek patent protection and attempt to effect commercial 
development of the invention by issuing royalty bearing licenses 
to competent industrial organizations. The Corporation’s de- 
cision concerning the seeking of a patent is, in general, based 
on the potential commercial usefulness of the invention and its 
probable degree of patentable novelty. Other considerations, 
such as the policy of the institution, the scientific importance 
of the invention, and broad public interest also bear on the 
decision. 

8. If the appraisal results in a decision to file a patent ap- 
plication, this is done entirely at the foundation’s expense. The 
application is assigned to Research Corporation by the inventor. 

4, Either of two methods of dividing gross income is selected 
by the institution on signing the agreement: (a) a percentage 
of the gross income received from the invention by Research 
Corporation is turned over to the inventor, and the balance 
is divided between the institution and Research Corporation; 
(b) a percentage of the gross income is paid to the institution 
and shared by the institution with the inventor in any propor- 
tion agreed upon by them. Regardless of the method adopted for 
the division of the gross income, the inventor’s share is de- 
termined in each instance by the institution. 

Further information on institutional agreements and the 
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various patent administration services offered by Researg, 
Corporation will be furnished gladly on request. 


PATENTING AND LICENSING PROCEDURES 


A patent for an invention is a grant by the Federal Gover. 
ment to the inventor of exclusive rights to his invention for 
the term of 17 years, throughout the United States and i 
territories and possessions. 

The patent law specifies the general fields of subject matte | 
capable of being patented and the conditions under which, 
patent may be obtained. Any new, novel and useful Process, 
machine, article of manufacture or composition of matter g 


improvement thereof may be patented, subject to the condi. 
tions and requirements of the law. 


In order for an invention to be patentable it must be new a; 


defined in the statute and it must also be useful. The statu 


provides that an invention cannot be patented if— 

“(a) The invention was known or used by others in this coun 
try, or patented or described in a printed publication in this' 
or a foreign country, before the invention thereof by the wp 
plicant for patent, or 

“(b) The invention was patented or described in a printed 
publication in this or a foreign country or in public wse or on 
sale in this country, more than 1 year prior to the date of th 
application for patent in the United States...’ 

The patent law encourages prompt disclosure of scientific 
results by allowing the inventor up to a year after Publiente | 
or public use in which to file a patent application. The publi. 
cation of a scientific paper or the cataloging of a thesis ins 
university library has been considered to be “publication” 
the basis of its availability to the public. Experimental use has 
been distinguished from public use within the meaning of th 
patent statutes, if actually conducted in good faith for the pur 
pose of testing the invention. If the inventor uses the invention 
for profit, it will generally be considered public use. 


1 
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The patent application must comprise a specification describ- 
ing the invention in such terms that it may be reproduced by one 
“skilled in the art.” This person, “skilled in the art,” has been 
defined as a fictitious person supposed to know all that has 
been done in the field to which the invention belongs or in analo- 
gous fields, but who possesses only the ordinary constructive 
ingenuity (“know-how”) expected of the usual skilled worker 
or practitioner of that art. The Patent Office examines the ap- 
plication to determine whether the disclosure is sufficient, 
whether the invention claimed is novel, and whether it repre- 
sents more than a mere product of the skill of an artisan. The 
precise extent of the inventor’s contribution must be defined 
in specific paragraphs, known as claims. If these claims are 
expressed in terms broad enough to embrace what has been 
done before, they will be rejected. If by accident a patent is 
granted with claims too broad, such claims will probably be 
found invalid in case of any test in court. On the other hand, 
if the claims are drawn in too narrow terms, they will give the 
inventor no real protection, as others could make slight changes 
and thereby avoid the coverage of the claims. In a sense, these 
claims are equivalent to the bounds set forth in a deed of land. 
In drawing claims, the use of the proper language may often 
make the difference between a valuable patent and a worthless 
piece of paper. 

Even if the subject matter sought to be patented is not exactly 
shown by prior art, and involves one or more differences over 
the most nearly similar thing already known, a patent may 
still be refused if the differences would be obvious. The sub- 
ject matter sought to be patented must be sufficiently different 
from what has been used or described before that it may be 
said to amount to invention over the prior art. Small advances 
that would be obvious to a person having ordinary skill in the 
art are not considered inventions capable of being patented. 
For example, the substitution of one material for another, or 
changes in size, are ordinarily not patentable. 

An ideal invention disclosure for the purpose of appraising 
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the patent aspects and possible usefulness of an invention would 

include the following: 

1. (a) A brief description, including drawings, sketches wii | 
photographs when indicated, of the invention with particular 
reference to its novel or inventive features, in sufficientde _. 
tail to permit an understanding of its purpose sail operation; 
(b) Significant laboratory data which would — , 
claims of performance; 
(c) Comparison of the invention with prior art patent ) 
and scientific publications known to the inventor. ' 

2. (a) Dates of pertinent publications, including theses. The 
date of a publication that discloses the invention or the date 
of cataloging of a thesis in a university library is important 
since it stands as a bar to patent protection unless an ap. 
plication is filed within one year thereafter ; 


(b) In the event that the invention resulted from a spon. | 
sored research program, information on any rights that! _ 
may flow to the sponsor. 


Despite the difficulties involved in making sound decisions 
concerning the many problems that almost invariably arise 
between the making of an invention and the issuance of a patent, 
perhaps the most delicate and important phase of the adminis. 
tration of patents is that of licensing. | 

The type of licensing program adopted and the manner in 
which it is executed may well mean the difference between poor 
and maximum utilization of a patent. Of paramount considera- 
tion in selecting licensees for a patent are the adequacies of the 
firms’ scientific and technical personnel, manufacturing facili- 
ties, and distribution and sales organizations. Although certain 
ground rules serve as useful guides, an acceptable royalty base 
and rate are always established by negotiation. Research Cor- 
poration has over the years developed a broad form of license 
agreement that is generally acceptable to industry and whose 
details may be modified where necessary to meet unusual situa- 
tions. 
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_ Experience has demonstrated the desirability o:? issuing 
limited exclusive licenses when an expensive development pro- 
gram is required to advance the patented art to a useful com- 
mercial stage. A number of cases could be cited where the use of 
this licensing procedure by Research Corporation resulted in 
making inventions available to the public at a much earlier date 
than would have been possible otherwise. In fact, Research 
Corporation’s own experience in this area demonstrates beyond 
much question of doubt that the availability of certain inven- 
tions to the public would have been delayed for years, if indeed 
they would ever have been reduced to commercial usefulness, 
without the protection afforded by the patent system. 

When a strictly non-exclusive licensing program is adopted 
with respect to a patent, the number of licenses issued will de- 
pend on a number of factors, such as the size of the market, the 
geographical coverage of the firms in the industry involved, etc. 
Since the factors to be considered vary widely, depending upon 
the nature of the patent and the field of technology, the scope 
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of the licensing program is established in each case on the bagiy 
of the pertinent circumstances. 


AREAS OF EXPERIENCE 


The growth in the number of inventions in the foundation; 
portfolio during the period 1947-1957 is shown in Graph 1 
Page 25. 

Along with a fourfold increase in the number of inventions 
being administered during the last decade, there has been, 
corresponding increase in the fields of science and technology 
covered by these patents. Table I lists the fields in which 
Research Corporation has accumulated experience in the af. 


ministration of patents. 


TABLE I 
PHARMACEUTICALS 
Synthetic Vitamins Ergot Alkaloids 
Cortisone and Related Compounds Lipoic Acid 
Antibiotics Purines 
Serotonin Antagonists Penicillin Synthesis 
Tranquilizers Insulin Process 
COMPUTERS 
Magnetic Memory Array Saturable Magnetic Switch 
Superconductive Switch Analog Multiplier 
Bistable Circuit Data Storage Device 


Electronic Interpolator 


Transistor Switching Circuit 


INDUSTRIAL PROCESSES 


Piezoelectric Crystals Sewage Treatment 

Dehumidification Soil Solidification 

Lens Coating Sulfite Liquor Fermentation 

Paint Spraying De-oiling Flotation Concentrates 
INDUSTRIAL APPARATUS 

Cooling Towers High Frequency Sound Generator 

Hydraulic Valves Electrical Inscription Paper 

Lead Sulfide Photocells Torque Overload Release 


Illuminated Ceiling Construction 


Power Line Protective Relay 


Gas Turbine 
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CHEMICALS AND CHEMICAL SYNTHESES 


thesis of Acid Chlorides Fluoroisoprenes 
Organic Fluorides Piperazine Synthesis 
Unsaturated Amides Organic Peroxides 
Dieyelopropy! Ketones Redox Polymers 
Ion Exchange Resins 
ATOMIC ENERGY AND NUCLEAR SCIENCE 
Thermonuclear Reactor Van de Graaff Generator 
Pulse-height Discriminator Fission Power Reactor 
Fixed Field Betatron Neutron Amplifier 
COMMUNICATIONS 
Traveling Wave Tubes Crystal Comparator Bridge 
Microwave Frequency Shifter Electroluminescent Display 
Optimizing Signal Selector Pulse Generator 
Bandwidth Variation Signaling Microwave Components 
Land-Line Pulse Transmissions 


MEDICAL EQUIPMENT 


Artificial Heart and Lung Diagnostic Impulse Generator 
Apparatus Automatic Anesthesiometer 
Tracheotomy Instrument Anesthetic Mask 
Blood Oxygen Meter X-ray Opaque Fabric 
Radium Dosage Computer 
LABORATORY EQUIPMENT AND SCIENTIFIC APPARATUS 
X-ray Microscope Optical Micrometer 
Linear Accelerator Molecular Models 
Molecular Microwave Oscillator Coulometric Titrator 
Polarimeter Electromagnetic Titrator 
Mass Spectrometer Microwave Spectrometer 
AGRICULTURE 
Corn Harvester Systemic Fungicides 
Castor Bean Harvester Ketosis Treatment 
Tobacco Harvester Antibiotic Plant Treatment 
Hybrid Seed Corn Process 
INDUSTRIAL INSTRUMENTATION 
Ionization Gas Analyzer Automatic Power Bridge 
Vibration Transducers Motion Transducer 
Pressure Transducer Servomechanisms 


Gyroscopic Navigation System 
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METALLURGY ] 
High Temperature Alloys Coolant for Grinding Titanium "| ov 
Electroplating of Aluminum on Titanium Plating ~~ tio 

Steel Hot-dip Lead Coatings 
Electrodeposition of Chromium 

GRAPHIC PROCESSES AND EQUIPMENT Am 
Stereotype Molding Plate Router «Un 
Light-sensitive Resist Web Threading Device (Uni 
Web Tension Control 
FOOD TECHNOLOGY 
Preservation of Honey Preservation of Citrus Fruits " Cas 
Radiation Sterilization of Milk Coating and Coloring Citrus Fray pi 
Irradiation Preservation of Foods Chemical Preservation of Meat. cig 
“| Col 
Uni 
PARTICIPATING INSTITUTIONS ot Cor 


Graph 2 shows the number of institutional patent agreement Uni 
in effect during the period 1947-1957. Uni 
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Patent Development Agreements were in effect with the fol- 


», jowing educational institutions and other non-profit organiza- 
» tions as of October 31, 1957: 


EDUCATIONAL INSTITUTIONS 


Amherst College 


University of Arizona 


‘| University of Arkansas 


Baylor University 
Beloit College 


Brigham Young University 


| Butler University 


Case Institute of Technology 


University of Chicago 
Clarkson College of Technology 


Colorado State University 


University of Connecticut 
Cornell University 
University of Denver 
University of Detroit 

Duke University 

College of Emporia 

Fenn College 

Florida State University 
University of Florida 
Fordham University 
George Washington University 
University of Georgia 


Grinnell College 


Harvard University 

Hillyer College 

University of Houston 
Johns Hopkins University 


, Kansas State College 


University of Kansas 

Linfield College 

Louisiana Polytechnic Institute 
Louisiana State University 
Loyola University 


Massachusetts Institute of 


Technology 


University of Miami 

Michigan State University 

University of Michigan 

Mills College 

University of Missouri 

Montana State College 

University of Nebraska 

University of New Hampshire 

New York University 

University of North Carolina* 

Northeastern University 

Northwestern University 

Norwich University 

University of Oklahoma 

Oregon State College 

University of Oregon 

Pennsylvania State University 

University of Pennsylvania 

Polytechnic Institute of Brooklyn 

Princeton University 

College of Puget Sound 

Purdue University 

Reed College 

University of Rochester 

St. Edward’s University 

St. John’s University 

University of Southern California 

Stanford University 

Stevens Institute of Technology 

Texas Agricultural and 
Mechanical College 

Tufts University 

University of Tulsa 

University of Utah 

Union College 

University of Vermont 


*Ineludes North Carolina College of Agriculture and Engineering and The Woman's College 


| 
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EDUCATIONAL INSTITUTIONS (continued) 


Virginia Polytechnic Institute 
State College of Washington 
University of Washington 
Wayne State University 


Wesleyan University 
West Virginia University 
University of Wyoming 
Yale University 


OTHER NON-PROFIT ORGANIZATIONS 


American Heart Association 

American National Red Cross 

American Newspaper Publishers 
Association 

American Society of Heating and 
Air-Conditioning Engineers 

Armour Research Foundation 

Associated Universities, Inc. 

Cornell Aeronautical Laboratory 

The Franklin Institute 

Hickrill Chemical Research 
Foundation, Inc. 

Linfield Research Institute 


Mayo Clinic 

Metropolitan Museum of Art 

Midwestern Universities 
Research Association 

Montefiore Hospital 

New Hampshire State Planning 
and Development Commission | 

New York Botanical Garden 

The Rand Corporation 

Refrigeration Research Foundatiq 

Sloan-Kettering Institute for 
Cancer Research 

Texas Research Foundation 


it 
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APPENDIX V 


Y OF FINDINGS, CONCLUSIONS, AND REUOM- 
MENDATIONS OF THE ATTORNEY GENERAL ’ 


I. Patent Aspects or GOVERNMENT REsEARCH 


The research and development activities of the Government have 


' mirrored our national history, concentrating on re science in 
ult 


jonary times, expanding to meet the needs of agriculture, public 
fields in the nineteenth century, and 
during the past five years into a multi-billion dollar program con- 
cerned primarily with aviation, transportation, communications, ord- 
nance and atomic energy. Federal participation in postwar research 
will be large and of major significance. The fruits of this great 
national resource are advances in science and technology, usually sus- 
ceptible of civilian as well as governmental uses; and since many of 
these advances consist of patentable inventions, their use and enjoy- 
ment by the Government and by the people of the United States may 
depend upon the control of patent rights. heh nent 
is Study has sought the answer to the following inquiry: What 
disposition of patent rights as between the Government, its employee 
or contractor, and what use of patent rights owned by the Government, 
will best serve the public welfare and stimulate the progress of science 
and the useful arts? 


Il. Inventions By GovernMENT EMPLOYEES 
A. FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


Inventions financed with public funds should inure to the benefit 
of the public, and should not become a purely private monopoly 
under which the public may be charged for, or even denied, the use 


- of technology which it has financed. The weight of informed opinion 
__ and the evidence of experience establish that the ownership of patent 


rights is not a necessary form of incentive to the great majority of 
Government scientists and technicians. Such opinion and experience 
further establish that patent rights are in fact an undesirable form 
of incentive because they may induce lack of cooperation and secretive- 
ness among research workers; may unduly emphasize the patentable 
phases of their work; would provide an unequal form of reward for 
performance of comparable merit and usefulness; and would permit 
public-financed technology to be suppressed, used restrictively, or 
made the basis of an exaction from the public to serve private 
interests, 
B. RECOMMENDATIONS OF ATTORNEY GENERAL 


_ 1. The Government should obtain all rights to inventions made by 
its employees (i) during working hours, or (ii) with a substanti 
contribution by the Government (in the form of facilities, equipment, 
materials, funds or information, time paid for by the Government, 
or services of other Government personnel), or (ili) bearing a direct 
relation to the employee’s official functions. 


‘Reprinted from “Report and Recommendations of the Attorney General to the President,” 
Volume 1, 1947, 
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2. In other cases, where there is some contribution by the Gov, ma 
ment, or some relationship between the invention and the employ ; 
official functions, but where these are clearly insufficient to wang mt 
the assignment to the Government of all rights in the inventiony Go 
determined by the Government agency concerned, with the appr 
of the Government Patents Administrator (the head of the cent ad 
agency which this Report recommends be established to adminigy of 
the Government’s patent policy), ownership of the invention sho me 
be left to the employee, subject to a nonexclusive, irrevocable, royaly. ree 
free license to the Government to make, have made, use and dj ‘ 
the invention, and also subject to the obligation on the part of & yal 
inventor or his assignee to exploit the invention diligently ory gh 
grant nonexclusive licenses thereunder at a reasonable royalty tod to 
applicants. | 

PP In all other cases, the Federal employee should retain all rj S 
to his inventions, subject to existing provisions of law. At they me 
ventor’s election, the Government may undertake to patent the yo 
vention free of any charge to the inventor under the Aet of 18834 sci 
amended, subject to the governmental license provided for them, shi 

liv 


III. Rewarps To EMPLOYEES 


A. FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


_ 1. Any system of special financial rewards, promotions or salu) 
increases to employees on account of their making a patentable) .. 
vention or discovery is undesirable because, by offering a premiumy th 
the employee who produces the invention, it may induce 
lack o cooperativeness on the part of research and technical @& th 
ployees; it will involve administrative difficulties of selecting th} <» 
person to be rewarded whenever the invention was the result of : 
endeavor; it may create dissatisfaction among unrewarded memby 
of a research group as well as among personnel assigned to function 
not likely to produce a patentable invention; and it may lead 4 
employee to slight or ignore such functions. : th 

2. A general system of cash bonuses, promotions and salary 
creases for meritorious suggestioris or ideas, regardless of whetly 
they are patentable or not, would be free of these objections and my 
tend to remedy any inadequacies in the salary structure. 

8. A valuable form of incentive and reward _ for 
scientific contributions and suggestions within the Government Wol 
be public, official and professional recognition of meritorious a 
tributions, 


Wi 


B. RECOMMENDATIONS OF ATTORNEY GENERAL 


1. The establishment of a system of cash bonuses, promotions al 
salary increases for scientific or technological suggestions or cont 
butions should be left to the initial determination of each, Fedel 
oo but as a matter of basic Government policy, no system shill 

ould be maintained within any agency which in terms or in pradit 
is limited to or emphasizes the patentable invention, or whieh | 
greater reward for an invention than for other types of scientifict 
technological suggestion or contribution. Any reward system sho 
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Govin make adequate provision for entire research groups or teams produc- 
jng valuable scientific advances. 
Warm . 9A system should be established, under the direction of the 
ntiony Government Patents Administrator, to provide for public, official and 
xppron) professional recognition of meritorious scientific contributions and 
> centy advances by Federal employees, through the issuance of certificates 
minis ofmerit by the President or the head of the Federal agency, announce- 
n show ments to the-press, articles in scientific periodicals, and other forms of 
Toyalt recognition. 
ispog; 3. All Government agencies adopting a system for rewarding 
t of, valuable scientific or technological suggestions and contributions 
ly ory should report the operations and success of the system periodically 
ty tod to the Government Patents Administrator, who should correlate the 
' experience of each agency, and inform, advise, and make recom- 
Il righ) mendations from time to time concerning the operation and improve- 
| the ment of the system. 
; the) 4. A survey should be made of the Government salary scale for 
18834 scientific and technical personnel, in order that such upward revisions 
ther, should be made as may be warranted by the recent rise in the cost of 
" living and other pertinent factors. 


TV. Inventions By Government Conrracrors 
A, FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


able 1. Where patentable inventions are made in the course of perform- 
Government-financed contract for research and development 
209 the public interest requires that all rights to such inventions be 
Ae assigned to the Government and not left to the private ownership of 
inal the contractor, Public control will assure free and equal availability 
™) of the inventions to American industry and science; wil] eliminate 
any competitive advantage to the contractor chosen to perform the 
mie research work; will avoid undue concentration of economic power 
lead in the hands of a few large corporations; will tend to increase and 
™ diversify available research facilities within the United States to 
A the advantage of the Government and of the national economy; and 
whetle ae strengthen our American system of free, competitive enter- 
ind "To leave i i 
| ve patent rights to the contractor ma rmit th 
,| sion of an invention paid for by the public, or the iinpasition of an 
r= assessment for its use by the public to serve private advantage. It 
“| would constitute an unequal form of rew 
they eq eward for comparable perform- 
™' ance, and would tend to unbalance Federal research by making more 
i onan those aspects likely to lead to commercially valuable patent 
. Expert opinion and experience within and wi 
ons ti ment support the that a policy of at 
made under Government contract would be to 
asuificient number of competent private and institutional laboratories 
: or it workable. However, exceptions to the basic policy should 
‘orn allowed where necessary in emergency situations, to permit the 
“tie contractor to retain the patent rights to inventions to which he has 
shoal pon Ber a substantial independent contribution; but in all such 
cases the Government should obtain at least a free license under the 
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resulting inventions and should prohibit their suppression or tj 
assessment of unreasonable charges for their use by others. 

4. The weight of evidence is that the poe recommended hergiy 
will not substantially increase the costs of Government research oq, 
tracts, nor diminish the efforts of the contractor’s organization 
perform the work competently. To the extent that extra costs muy 
result from the recommended policy, they would be fully justified b 


the advantages of making publicly-financed technology broadly gyi 
freely available. | 


B. RECOMMENDATIONS OF ATTORNEY GENERAL 


1. As a basic policy, all contracts for research and developmet 
work financed with Federal funds should contain a stipulation py. 
viding that the Government shall be entitled to all rights to invention 
produced in the performance of the contract. 

2. If the head of any Government agency certifies, with the ty 
proval of the Government Patents Administrator, that an emergeng 
situation exists requiring that an exception be made to the basic poli 
in a particular case in respect of prospective inventions to which th 
contractor has made a substantial independent contributidn prior tot 
award of the contract, such exception may be made, upon such term 
and conditions as the Administrator may prescribe or approve. Eye 
such exception should, to the extent possible, be subject to the folloy. 
ing conditions: 

(a) The head of the agency concerned should certify, with th 
approval of the Government Patents Administrator, that he has mak 
a reasonable effort to enter into a contract for the research or de 
ment work in question with a qualified organization in accordance with 
the Government’s basic patent policy, but has been unsuccessful, 

(6) The contract as awarded should ss, art that the contractr 
will be permitted to retain patent rights only to inventions which ip. 
volve a substantial independent contribution by the contractor or his 
staff antedating the work called for in the contract, as determined 
the head of the agency with the approval of the Government Patents 
Administrator, or, in Rpinonriete cases, by arbitration. 

(c) The contractor should grant the United States a nonexclusin, 
irrevocable, royalty-free license, to make, have made, use and dispos 
of any inventions awarded to him under the contract. + 

(d) The contractor (or his assignee) should agree to place the it 
vention in adequate commercial use within a designated period; ani 
if at the end of such time the Government determines that such us 
is not being made, the contractor (or his xe fae should be require 
to offer nonexclusive licenses at a reasonable royalty to all applicants 

3. Cooperative research projects shall also be-subject to the basic 
patent policy, but the head of the agency concerned, with the appronl 
of the Government Patents Administrator, may make an exception 
to this policy in a particular case when a proper showing of the new 
therefor has been made; provided, however, that the conditions d 
section 2 above shall be observed to the extent feasible. 

4. To the extent permitted by law, grants of Federal funds fw 
research or development work which may result in patentable inve- 
tions should be subject to the same patent policy as pertains to 
and development contracts. 


— 
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V. ADMINISTRATION OF GOVERNMENT-OwNED Patent Riguts 
A. FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


1. The public interest will best be served by opening Government- 
owned inventions to general public use, without discrimination or 
favoritism among users. 

9, While opinions vary, the weight of experience is that Govern- 
ment-owned technology can for the most part be exploited to a satis- 
factory extent under a system of nonexclusive licensing or public 
dedication. In the occasional situation where the commercial use and 

Joitation of worth-while inventions is discouraged by the need for 
a substantial investment in promotional, developmental and experi- 
mental work, with the attendant risk of loss, the Government should 
finance such operations, in whole or in part, to demonstrate or prove 
the commercial value of the invention. This method of encouraging 
the use of the invention is preferable to the grant of an exclusive 

3. The issuance of exclusive licenses under Government-owned 
inventions presents the difficulties of selectin one out of numerous 
applicants (for which purpose competitive bidding is undesirable and 
unsuited), policing the licensee’s operations, and detecting and prose- 
cuti infringers. The outright sale of an invention would deprive 
vr Seems of control over its use, and would permit its suppres- 
sion or the exaction of an unreasonable charge for its use by the public. 
Moreover, the price received by the Government for the invention is 
apt to be far less than the ultimate cost to the public of using it. 

4. As a general rule, the licensing of Government inventions on 
a royalty basis is objectionable because it may be difficult to fix a roy- 
alty which will be fair to all; it will necessitate detecting and prose- 
cuting infringers; and it involves the imposition upon the public of 
a charge for the use of technology paid for with public funds. The 
financing of research by general taxation appears to be a simpler and 
more equitable method. 

6. The licensing of Government inventions under conditions relat- 
ing to the use of the invention or its resulting product is likewise 
objectionable as a general rule, because it will require policing of the 
licensee’s operations, and the detecting and prosecution of infringers. 
Control over the use of the invention or its product may more effec- 
tively be imposed by other means. 

6. Patenting of Government inventions affords greater protection 
than publication of the unpatented invention, and permits control: 
to be imposed in appropriate cases upon the use of the invention. 


B. RECOMMENDATIONS OF ATTORNEY GENERAL 


1. As a basic policy all Government-owned inventions should be 
made fully, freely and unconditionally available to the public with- 
ve charge, by public dedication or by royalty-free, nonexclusive 


2. As soon as an invention is completed under circumstances givin 
the United States the right to any patent rights therein, it jes 
be covered by a patent application, unless the head of the agency 
finds that adequate protection of the public interest may be had by 
reducing the invention to practice, publishing it, and fully disclosing 
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it to the Patent Office in such form as to make it a part of th | 


rior art. 

. 3. All inventions and patent rights now owned or controlled, o 
hereafter acquired, by the United States or any agency thereof, eo 
rate or otherwise, should be listed in the register of Governmen 
patent rights in the United States Patent Office, and copies or gh 
stracts thereof should be freely distributed to Government agengj 
public libraries, universities, trade associations, scientists, industrial 
and commercial organizations, and other interested groups and 


persons. 

4. To the extent that funds are or may be made available fo 
the purpose, projects should be inaugurated by the interested Govern. 
ment agencies under the supervision of the Government Patents Aq. 
ministrator, to demonstrate and publicize promising inventions at 


| 


industrial and scientific centers, in order to inform and interest bug. | 


ness and science, and particularly small business, in their use or devel. | 
opment and to eliminate any obstacles to their successful tar 


tion. Similar publicity should be given to scientific and tec 

information of an unpatentable nature, acquired by the Government, 
5. If the Government Patents Administrator or any other Govern. 

ment agency believes that the commercial use and exploitation of4 
romising invention would be aided by preliminary experimental, 


Seciinesmnnd or pilot-plant operations to establish its practicality 
or effectiveness, the Government Patents Administrator may recom. 
mend such projects to the appropriate Government agency or t 
Congress for adoption. 

6. The Government Patents Administrator should prepare and 
submit to the President for approval a program to encourage and 
sponsor the use and practice of Government-owned inventions by smal 
and new business concerns, and should report periodically on the ex 
tent of use of Government-owned inventions. ; 


VI. Foreien Ricuts 


Under our invention in which the Government acquires a fre, 
nonexclusive license in the United States, it should acquire a 
similar license operative in foreign countries. 

Under every invention to which the Government acquires titlein 


the United States, it should also acquire the right to control the owner. | 
as use and disposition of the foreign patent rights therein. aba | 


in respect of any invention acquired by the United States, the 
head of the agency and the Government Patents Administrator find 
that control over the foreign rights is not necessary or desirable in 
the public inte such rights may be released to the employee or 


contractor involved, subject to any terms or conditions deemed proper 


in the public interest. 


VII. Secrecy 


Employees and contractors of the Government should be required 
to agree, in respect of any, inventions made by them which the Gor- 


ernment determines should be kept secret, that they will not disclos 


the invention to any unauthorized person, or assign any rights er 


or file any domestic or foreign patent applications, unless and untl ) 
authorized to do so by the Government. 
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VIII. Unrrorm Po.icy anp Procepure 
A. FINDINGS AND CONCLUSIONS OF ATTORNEY GENERAL 


1. President Roosevelt’s letter inaugurating this Study noted the 
eed for a uniform Government-wide policy with respect to the 
ownership, use or control of inventions made by employees of the 
Federal Government, or by employees of Government contractors in 
the course of performing contracts financed by the United States,” and 


- this investigation has fully demonstrated the soundness of that ob- 


, ghould also be governed by uniform principles central 


_ gervation. A uniform policy will extend to all Federal agencies the 


benefits of sound patent principles, will avoid competition among 
the agencies, and will strengthen the Government’s bargaining posi- 
tion. Exceptions to the basic policy, where these — desirable, 
y administered, 

toavoid conflict and a possible breakdown of the policy itself. 
9, The patent policy recommended above, since it has to do with 
employment and contracting within the executive branch, may be 
bed by executive order and implemented by departmental regu-. 
(ions. It does not affect the existing patent laws or the present 


patent system in any respect. 
B. RECOMMENDATIONS OF ATTORNEY GENERAL 


1. A Government Patents Administration should be established 
by the President, headed by a Government Patents Administrator to. 
be appointed by the President, and assisted and advised by an Ad- 
visory Patents Board consisting of representatives of Government, 
industry, labor, education, and the consuming public. The Govern- 
ment representatives should consist of one person from each of the 
following Government my moma Departments of Agriculture, Com- 
merce, Interior, Justice, Navy and War; Federal Security Agency; 
Federal Works Agency; National Academy of Sciences; Nationa 


_ Advisory Committee for Aeronautics; Office of Scientific Research 


and Development, or its successor; Reconstruction Finance Corpo- 
ration; and Tennessee Valley Authority, designated by the head of 
the agency. The other representatives should be designated by the 
President. 

2, The Government Patents Administrator, assisted by the Patents. 
Advisory Board, should be charged with the functions of admin- 
istering, interpreting, and enforcing the uniform gare policy to be 
established by the President, and determining and settling any con- 
troversies arising thereunder. 
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APPENDIX VI 
I. GoverNMENT-Sponsorev INpUSTRY RESEARCH 


This portion of the report sets forth the result of a general survey of the 
research and development activity by industry units. In separate sections, the 
report discusses generally the nature of the problem, pointing out the great 
importance of research and development, its relationship to the Defense Produce 
tion Act, and its effect on competition. The report attempts to compute from 
fragmentary statistics the tremendous scope of the total national research effort 
and the significant proportion of that effort which is now sponsored by the 
Federal Government, with particular concern for the fact that one-third of totay 
industry research activity is financed by the Government. It discusses the 
benefits which an industrial concern derives from the performance of Federa] 
research and development activity, including both the direct profit paid under 
the research contract, and the other intangible but even more important bene 
fits which flow from this activity. The report then focuses upon the distriby. 
tion of Federal research and development contracts to various industrial sige 
groupings, and considers the effect of such activity on concentration of the 
research and development effort in the hands of the largest concerns. The 
report then discusses some steps which might be taken to counteract any tep- 
dency to increase such concentration, and ultimately to provide an adequate 
informational framework upon which some general solution might be based, 


A. THE NATURE OF THE PROBLEM 


The function of scientific or basic research has been described as “increasing 
the sum of human knowledge,” and that of development as “the new application 
of existing knowledge.” * Similarly, from a military viewpoint, research is “g 
highly creative activity that generates new ideas,” and development “a creative 
and technical activity of taking these ideas and trying to reduce them to tangi- 
ble weapons and equipment.”* One deals with the expansion of human knowl 
edge, the other with new applications of such knowledge. ‘What is funda- 
mental research today is applied research tomorrow.” ‘ 

Scientific “or basic research for the Government accounts for a_ relatively 
small share of its total research and development expenditure® and is cop- 
ducted largely by colleges, universities, and research institutes under contract, 
The applied research or development, representing the remaining Government 
expenditures, is conducted in the laboratories of the Government and of indus. 
try. This report is primarily concerned with that portion of applied research 
and development performed by industry for the Government. 

Evaluation of that segment of research and development, however, presents 
formidable difficulties. Various statistical studies on the subject are far from 
uniform, principally because of differing methods in attempting to delimit de 
velopment costs from initial production costs. Under some accounting proce- 
dures, both within Government and in industry, expenditures for certain fune- 
tions are attributed to initial production costs, while others are charged to 
research and development. Other accounting methods may treat such functions 
in an exactly opposite fashion. 

No uniform accounting system has as yet been devised to define accurately 
what constitutes research and development, as compared with production, ex 
penditures. Perhaps no method could be devised to fit all conditions. Neverthe 
less, the absence of definitive standards, resulting in varying and often con- 
flicting statistical data on the subject, make it impossible at present to ascertain 
with complete accuracy the exact extent of such expenditures. We can indicate 
with certainty only a general range of amounts devoted to this purpoge. 

Despite the differing views on estimating the amounts of money spent on 
research and development, there can be no dispute us to the tremendous in- 
portance of this effort. It plays a vital role in the maintenance of the national 
welfare, both in strengthening our defense effort and in expanding our civilian 


1 From Report of the Attorney General, Nov. 9, 1956. 
a Pasord. discussion, “The Job Done by Industry,” in ‘“‘The Future of Industrial Research 
5 (1945). 
* H.R. Rept. No. 2618, 83d Cong., 2d sess. 4 (1954). 
asain Pont, discussion, ‘Fundamental Research,” in “The Future of Industrial Research 65 
(1945). 
® Hodgins, “‘The Strange State of American Research,’’ Fortune, April 1955, p. 115. 
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economy. Through this medium scientific progress is achieved.’ In the field 
of defense such progress gives us the tools to preserve our national security. 
Without the development in recent years of jet airplanes, newer types of bombs, 
guided missiles and other kinds of advanced weapons, all originating in various 
research and development programs, this country’s ability to defend itself would 
have been gravely imperiled. 

In the civilian economy, research and development is the lifeblood of business 
expansion. Its proper utilization leads to new concepts, new products and new 
rocesses, new jobs and new industries. The amazing industrial progress of 
the American economy during recent years, with the production and marketing of 
q multiplicity of new items and the refinement of production techniques for those 
previously marketed, must be credited in very large part to industrial research 
and development programs. 

What is not always recognized, however, is the close interrelationship of 
research for defense purposes and that for civilian uses. Industrial research 
has produced items invaluable for use in the defense establishment. Equally, 
defense research has resulted in the creation of products and the accumulation 
of technology with highly profitable commercial application. Processed foods, 
electronic devices and penicillin, to list only a few present-day commercial 
products, were all originally developed under research and development programs 
for defense purposes. This circumstances is of tremendous significance to any 
study of Government-financed research by industry. 

While most of the research and development financed by the Government is 
carried out under authority other than the Defense Production Act, it is clear 
that the influence of these expenditures indirectly affects the course of admin- 
istration of that act, and may be accounted a part of it. Economic concentra- 
tion resulting from a monopolization of technology in any field, including that 
resulting from Government research directly affects the preparedness programs 
and the expansion of productive capacity and supply which are the objectives 
of the Defense Production Act (sec. 2). Technical information, the resultant 
of research and development activity, is one of the materials (sec. 702(b)) which 
the act authorizes to be purchased in aid of the defense effort (sec. 303) and to 
be allocated where shortages make it necessary to do so (sec. 101(a)). Develop- 
ment of technological processes is an appropriate object for the exercise of the 
incentive loan authority conferred under the act (sec. 302). 

Unquestionably, therefore, all Government-sponsored research and develop- 
ment programs are broadly effective factors in the present or future administra- 
tion of the Defense Production Act. In addition, some of that research and 
development, relating principally to strategic minerals and metals, is carried out 
under the terms of that act, primarily under section 303. This authority, as other 
incentive authority under the act, is exercised only to supplement, not to sup- 
plant, that being independently carried out.’ Moreover, the carrying out of these 
programs directly affects the available supply of competent technical personnel, 
probably the bottleneck most threatening to the future of the defense effort.* 

Industrial research is secret, and the path it follows is uncharted and unfore- 
seeable. Since it is essentially concerned with an intangible end product of the 
working of the mind, its results are unreachable save as the researcher chooses 
to disclose it. His control is by the nature of things exclusive and he alone may 
suppress his knowledge or use it within limits solely for private advantage. 

The patent laws were designed to encourage disclosure by recognition of 
mental invention as a property right, to be exclusively the inventor's for a speci- 


*At p. 6 of “Science, the Endless Frontier,” Vannevar Rush’s July 1945 report to the 
President, the author states : 

“Science, by itself. provides no panacea for individual. social. and economic ills. It 
can be effective in the national welfare only as a member of a team, whether the conditions 
he peace or war. But without scientific progress no amount of achievemnt in other direc- 
tions can insure our health, prosperity. and security as a nation in the modern world.” 

"See 8 C.F.R., 1953 supp., p. 98. p. 101 (Executive Order 10480, sec. 310 (b)). 

*See 3 C.F.R.. 1954 supp.. p. 49 (Executive Order 10521). See 32A C.F.R., 1955 Rev., 
». 64 (DMP8—Policy on Training and Utilization of Scientific and Engineering Manpower). 
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fied period,’ and therefore to be for the benefit of all.” Regardless of the ulti 


mate benefit for all, however, the patent system does provide a monopoly for the ¢ 


period of the patent, which in some sense runs counter to the historic Gove 
concern with other forms of monopoly. The Sherman Act, and the legislation | 
which followed it, are designed to strike down those unlawful obstructions to 
free trade which tend to destroy the free competitive enterprise system, 
laws state a general policy for preserving competition which, in the words ot 
Mr. Chief Justice Hughes, 

“* * * as a charter of freedom, has a generality and adaptability comparable 
to that to be found desirable in constitutional provisions.” ™ 

Appraising current Government research and development programs, these | 
twin considerations must be uppermost. Against that background this 
considers means whereby the Governments part in industry research, though par, 
of the defense effort, may be channeled so as to best preserve the free competitive 
system. 
r B. RELATIVE IMPORTANCE OF FEDERAL RESEARCH EXPENDITURES 


Our best estimate is that the current annual rate of spending by all Amerieay 
sources for research and development has jumped to $7 billion. Of this egtj. 
mated $7 billion, some $2% billion represents research done by the Governmey ( 
itself or by nonprofit institutions. The remaining $4% billion is done by privat. 
business but one-third of this $44 billion, or more than $14 billion, is paig 
for by Government. This report focuses upon the one-third share of industry’ | 
research and development effort which is financed by the Government. 

It seems obvious that the administration of this Government program, cop. 
sidering the immensity of the amounts involved and the significant proportig, 
of industry efforts which it concerns, has grave implications for the futur 
maintenance of a freely competitive economy. Yet, at the very outset, any j 
attempt to study those implications is confronted by a crucial lack of n i 
information. The indications which are given of the total of industry researc | 
effort and of the total share of that which ts Government-financed are quite 
frankly estimates, useful only as rough guides to the general outlines an 
dimensions of the problem. 


1. The total national research and development effort 


Past studies have produced a wide variance in estimates of the total amounts 
expended in this country for activity that can be classified as research and 
development. A large part of this is undoubtedly due to the previously indicated 
difficulty of providing any kind of accounting definition of research and develop 
ment effort. In addition, the number of companies engaged in this effort makes 
the task of reporting and analyzing their activities one of staggering proportions, 
Most significantly, however, there has been, until recent years, no sustained | 
effort to compile and report such figures. 

The only estimates that provide any useful basis for measuring the trends in | 
the total national research and development effort are those which have been 
supplied by the Department of Defense for a study made by the National 


*U.S. Constitution, art. I, sec. 8, clause 8, grants Congress the power to “promote th 
progress of science and useful arts by securing for limited times to authors and inventon 
the exclusive right to their respective writings and discoveries.” The enlightenedness of 
the design to promote communication of knowledge is attested to by the patent systen 
founded on this constitutional provision, under which more than 2,600,000 patents have | 
been granted on inventions and discoveries in the 165 years since its adoption. 

” Compare the statement of Justice Clarke in Motion Picture Patents Co. vy. Universal 
Film Manufacturing Co., 243 U.S. 502 at 510-511 (1917) : 

“* * * Since Pennock y. Dialogue, 2 Pet. 1, was decided in 1829 this Court has con 
sistently held that the primary, purpose of the patent laws is not the creation of private 
ies gay for the owners of the patents, but is ‘to promote the progress of science and 
useful arts.’ 

1eabis report on the American Patent System, H.R. Doc. 283, 79th Cong., 1st sess. p.4 
( } 

“The property represented in a patent is unique. The invention safeguarded by the 
patent is something that has been brought from the realm of ideality to the sphere of 
actuality and utility. But for the inventor’s success in converting more potentiality te 
materiality the world would have been deprived of a benefit whether great or small, W 
a telephone, an airplane, or radio, or a useful but simple latchet for a shoe.” 

11 Appalachian Coals, Inc. v. United States, 288 U.S. 344, at 359 (1933) ; Sugar Institute 
vy. United States, 297 U.S. 553, at 600 (1935). 
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Academy of Sciences to the Mutual Security Agency in 1952." These estimates, 
as adapted, are as follows : 


Research and development 


{Millions of dollars] 
Total na- Performed by— Source of funds 
tional re- 
Year search and 
develop- Federal Private | Nonprofit Federal Other 
ment effort | Govern- industry | institutions 
ment 
800 200 520 80 240 560 
930 240 600 90 340 590 

1, 050 300 650 100 630 420 
1, 200 390 700 110 770 430 
1, 300 430 750 120 880 420 
1, 490 470 890 130 660 830 
1,810 520 1,120 170 790 1, 020 
2, 060 570 1, 290 200 920 1,140 
2, 080 550 1,310 220 1, 050 1, 030 
2, 240 570 1, 430 240 1, 040 1, 200 
2, 590 700 1, 630 260 1,310 1, 280 
2, 930 1, 820 280 1, 640 1, 290 


While these estimates provide a valuable clue to long-term trends, they may 
seriously understate expenditures in this area. Thus, the Department of Defense 
figures do not take into account substantial plant facility expenditures for 
atomic research and development activities. A more significant basis to question 
the accuracy of the total figures, however, is supplied by a recent National 
Science Foundation study of this problem. 

The Foundation was created by act of Congress in 1950,” in part to appraise 
the “* * * impact of research upon industrial development and upon the general 
welfare * * *” Its 1955 report refers to the lack of sound statistics. It notes, 
as to research and development, a ‘‘* * * void in the basic data essential to 
sound planning. The first step toward policy formulation is necessarily the 
painstaking task of accumulating relevant data concerning the national effort 
in scientific research and development.” “ 

Asa preliminary to this task, the Foundation sponsored an exhaustive ques- 
tionnaire survey of the research and development activities of private industry 
in 1958. Both its issued preliminary report “ and its final report now under 
preparation, summarize findings at sharp variance with the estimates previously 
given by the Department of Defense. Thus, in the table reproduced page 12, 
the Department of Defense figures show a total national research and develop 
ment expenditure in 1952 of $2,930 million. The Foundation’s findings, however, 
indicate that the total national effort in 1953 cost more than $5 billion. Simi- 
larly, the Department of Defense 1952 estimate of private industry’s research 
and development activities indicated a total cost of $1,820 million; the Founda- 
tion’s 1953 figures indicate a cost of $3,660 million. Since the Foundation survey 
comprised a direct questioning of industry units, it is assumed that the magni- 
tude of the total effort and of the industry share is more nearly that reported 
by the Foundation. 

Unfortunately, however, the Foundation’s study provides no reasonably exact 
basis for projecting the 1953 figure through subsequent years. The study notes 
that reporting firms did estimate that 1954 expenditures would increase 12 
percent over 1953. On the basis of this growth and the increase in the total 
Government research and development budget, we arrive at a rough estimate 
of total national research and development expenditures indicating a magnitude 
approaching $7 billion. 


* National Academy of Sciences and National Research Council, ‘Applied Research in 
the United States” (1952). This report was undertaken at the request of the Organiza- 
ba —e Economie Cooperation, and financed by funds supplied by Mutual Secu- 

noe Stat. 149 (1950); 42 U.S.C., see. 1861 (1952). 

National Science Foundation, Fifth Annual Report, Fiscal Year 1955, p. 17 (1955). 

National Science Foundation, “Science and Engineering in American Industry” (1955). 
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2. The Federal research and development effort 


Somewhat more precise figures indicate the tremendous scope of the Govern. ( 


ment’s contribution to the total national research and development activity 
These show that from a total of $74 million in 1940, Federal expenditures have 
risen to $2,560 million, to which an amount of $840 million is to be added jy 
the light of recently revised accounting procedures. Of this total, $3,400 mj. 
lion, nearly one-half represents amounts expended for research performed by 
industrial concerns. 

Beginning in 1952, National Science Foundation has reported a carefyl 
analysis of the total Federal research costs from 1940 to the present.” Th 
Foundation analysis may be summarized as follows: 


Trends in Federal research costs 


{Millions of dollars} 
Scientific research and Scientific research and 
development budget ! development budget ! 
Fiscal year Fiscal year pase 
Obligations | Expenditures Obligations | Expenditure 
(3) 7 1, 105 1,082 
(3) _ 1, 176 1 
(3) 1, 812 1,30 
(3) 2, 195 1,816 
(3) 2, 148 20 
(3) 1, 900 2 
868 2, 737 2 5a 


1 These figures were recently revised to exclude certain expenditures for data collection which were pre. 
viously included. : 


2 Estimated. 

3 Not available. 

The trend of these expenditures is pictured graphically in chart A, appendix, 

This study by the Foundation presents a total substantially greater than the 
Department of Defense estimates, incorporated in the table on page 12. Much 
of this difference is due to the Foundation’s inclusion of amounts for capital in. 
vestment in plant facilities and equipment attributable to research and develop 
ment activity. The degree of difference between the Defense estimates and the 
Foundation studies are shown in chart B, appendix. 


| 
| 


Two additional types of expenditures, not included in the table on page 15, | 
must be added to evaluate the full impact of Federal expenditures. These are, | 


first, expenditures for pay and allowances for military personnel engaged in re- 
search and development work ; and second, a much larger amount best described 
as test production costs. 

The propriety of the inclusion of military pay and allowances in the total seems 
plain. The inclusion of test production costs recognizes the fact that, in produe- 
tion of the complex weapons of modern warfare, research does not end with 
the production of a prototype. Rather, the initial item must be duplicated in 
sufficient quantity for adequate testing of the soundness of its engineering 
design, the feasibility of its production design, and its operational suitability, 
Such tests inevitably reveal flaws, and changes must be engineered and again 
tested. But, while these costs are “development” in the proper sense of the 
word, only a part represents work requiring scientific manpower, with the larger 
balance comprising costs of repetitive purchases of raw materials. The latter 
costs are to be excluded from any research and development totals. 

Including both military pay and allowances and the scientific manpower share 
of test production costs, the Federal research and development expenditures 
are increased to a current total estimated by National Science Foundation at 
$3,400 million.” Chart C, appendix, demonstrates the substantial relative im- 
portance of these two items to the total Federal expenditures for research dur 
ing the fiscal years 1955-57, the only years for which data are available. 


#6 National Science Foundation, “Federal Funds for Science (V),” ‘‘The Federal Research 
and Development Budget, Fiscal Years 1955, 1956, and 1957.” (An unpublished report.) 
17 “Federal Funds for Science (V),’’ supra. 
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We are here concerned with the expenditures made by the Department which 
contribute directly to the performance of research and development activity by 
industry. Unfortunately, the most critical lack of information exists in this 
The only working statistical basis is provided by the study made by the 
ol of Labor Statistics for the National Science Foundation, covering a large 
sampling of industrial firms with respect to their actual 1953 and projected 

ee eviously noted, that study indicates that the total industry activity in 
the field of research and development involves expenditures on the order of 

960 million. In addition, however, it reported that over one-third of the total 
activity by industry was directly financed by Government funds. It is this 
amount of $1,360 million which represents the most directly recognizable gov- 
ernmental subsidization of research by industry, and is the amount which most 
gravely concerns the possibility of further concentration of economic power 


within industry. 
¢. INDUSTRIAL BENEFITS FROM PERFORMANCE OF GOVERNMENT RESEARCH 


To weigh the competitive effects of Government-sponsored research, considera- 
tion must be given to the industrial benefits which flow to the company perform- 
ing the research. This includes not merely the cash profit on the research con- 
tract, but also other advantages of value less easily appraised but probably of 
greater significance. This section focuses upon these advantages to place in 
relevant context the significance of the Government contribution. It reviews 
those advantages represented by the profit resulting from the research contract, 
the acquisition of a favorable position in competing for future research or pro- 
curement contracts, the accumulation of advanced knowledge of commercial 
applications of newly developed products and processes, the acquisition and 
maintenance of a competent staff of scientific personnel, the securing of a general 
body of technical information not widely shared, and, finally, receipt of title to 
patents growing out of the contracted research. 


1, Profits resulting from performance of research and development contracts 


The profits paid by the Government are the most obvious benefits. Most 
research contracts are on a cost-plus-fixed-fee basis. Although profit is subject 
to negotiation on each contract, it ordinarily ranges between 6 and 7 percent of 
the estimated costs of performance. If costs exceed expectations, the contractor 
can choose between discontinuing his operations, or seeking to negotiate the 
appropriation of additional funds. The rate of profit may not be as high as in 
other areas, but neither is it speculative. Profits are guaranteed without risk. 


2, Subsequent procurement contracts 

What effect performance of research and development has on subsequent appli- 
cations for related procurement contracts is difficult to measure. Armed services 
procurement regulations direct that “no commitments shall be made to contrac- 
tors with respect to obtaining subsequent production contracts.” However, the 
relationship between research and production is recognized : 

“** * it may be in the best interest of the Government that the initial pro- 
duction contract for technical and specialized supplies be placed with the con- 
tractor responsible for the development of the design for such supplies.” ” 

One factor to be considered in determining whether it is in the best interests 
vf the Government for such action to be taken, is the weight to be given extensive 
preliminary research and development work which can be put to most effective use 
in production by the research and development contractor for any of the following 
reasons : 

“a. A need for adaptation of the newly developed equipments for quantity 
wanufacture, and for introduction of advanced production methods, together 
with a significant interrelationship between the design engineering and produc- 
tion engineering, which will yield best results from the standpoint of perform- 
ance, reliability, and productibility ; ” 


ernment Contrae t, 4 
Reultion eport, par, 29,109D (Armed Services Procurement 


48827 O—59-_57 
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“b. The substantial time and money which would be required for another cop. 
tractor to indoctrinate and train his engineering staff in the specialized tech. 
niques or novel design concepts which have been employed, thereby adding ty 
production leadtime.” ” 

Another is the importance to be given: 

“Continuing improvement of the equipment, concurrent with production, which 
can be most effectively accomplished by a single contractor because of the ad: 
vantages of unified responsibility and close coordination of improved design 
features with production processes and equipment.” ” 

Another factor on which the contracting officer may rely to make such an 
award is the importance to be given: 


“Substantial time and effort which have been already expanded by the devg. | 


99 20 


opment contractor in developing a prototype. 
Further guides for its contracting officers in weighing these factors are pro- 
vided by the Department of the Army: 
“a. For a new complex equipment or system it is generally in the interest of the 


Government to have the same contractor for both research and development » 


and initial production, provided that the contractor has competence in both fields 
and his costs are not unreasonable. However, competition must be introduced 
at the earliest practicable time to comply with the expressed mandate of Congress 
and to preclude a narrow base and unreasonable costs * * * 

“b. While generally desiring to introduce competition at the time of the initia] 
production contract, it is recognized that for those important highly technical 
or special military items it may be desirable to retain the skills and experience of 
the research and development contractor on a negotiated basis through the initia] 
production contract and the first supply contract. Such action, however, should 
not preclude development of a second source on the initial production contract or 
the following supply contract where requirements permit. The determination 
as to when competition should be introduced for those items will largely depend 
upon the ability to clearly outline what is desired in the way of the item itself 
and upon the need for further improvements in the item.” * 

The last provision of Armed Services Procurement Regulation section 3-108 
with relevance to this problem, is the following: 

“Where it is in the Government’s interest to award the initial production eon. 
tract to the development contractor, price alone should not be allowed to dictate 
an award elsewhere unless a fair and reasonable price cannot be negotiated with 
the development contractor or unless the price advantage in award to another 
supplier is so substantial as to outweigh the other factors involved. This para- 
graph 3-108 is not to be construed to require or to prevent competitive 
pricing * 

The exact extent of the advantage of research cannot be measured, and 
ably varies from contracting officer to contracting officer. But, at the very least, 
the opportunity to obtain production contracts is enhanced to some degree by 
previous performance of related research. 


3. Commercial applications of Government-financed research 


The technological advancement resulting from military expenditures cannot 
be isolated from commercial uses. Wartime know-how and technological de 
velopments, resulting largely from the use of Federal funds, have a multitude of 


peacetime applications. Technological developments in new materials | 


thetic rubber, aviation gasoline, plastics and other synthetic materials, plywood. 
magnesium, aluminum, alloying elements); new methods (e.g., in joining of 
metal by riveting, welding or stretching, in heat treating procedures, in metal 


spinning, in power metallurgy, in casting, in metal spraying and in inspection); | 
and new products (e.g., aircraft design, bombsight and navigation devices, jet | 


propulsion, gas turbines, radar, processed foods, penicillin and other antibiotics, 
DDT, electron microscope, and numerous other developments in the electronics 
field) have made their appearance as a result of wartime research supported it 
whole or in part by Government funds.” 


2» Ibid. 

“uno of the Army, “Army Procurement Procedure,” sec. 3-108, p. 3003 (Jat. 

#2 1A CCH Government Contracts Report, par. 29, 109D (1955). 

3 Senate Subcommittee on War Mobilization of the Committee on Military Affairs, mono 
graph No. 2, “Wartime Technological Developments,” 79th Cong., 1st sess., 5 et seq. (1945). 
| poe “Peacetime Benefits From Military Research,” Product Engineering, January 1 
p. 81. 
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Thus the independent commercial contractor, undertaking to perform research 
for the Government, receives over and above his fees, all the financial and com- 
tive advantages of the commercial applications: of inventions, research on 
which has been paid entirely or in large part out of the public purse. This leaves 
his own research allotments free for concentration on other products. 


}. Acquisition and training of scientific personnel 


Participation in research depends on first securing the services of adequately 
trained personnel.” The shortage of such personnel is severe. The result is 
intense competition for the talent available. 

Engineering recruiting teams scouring the country, preceded by large adver- 
tisements in metroplitan newspapers; corporate grants to scientific schools; 
somewhat astonishing salaries for newly graduated engineers—all become com- 
monplace in the industrial scene, and reflect the enormity of the manpower 
shortage. 

Government research and development contracts have competitive advantages 
in the nationwide talent search: First, the increase in their research and de- 
velopment budgets, including allowances for personnel; second, recruiting costs 
can, under currently accepted accounting procedures, be charged to corporate 
overhead and are reimbursable by the Department of Defense; third, an in- 
creased opportunity to promise work of an interesting and challenging pro- 
fessional nature; fourth, better salaries and possibilities of advancement; and 
last, personnel initially hired for Government contracts are likely to remain for 
other company projects.” 


5, Acquisition of technical information 


Perhaps the most significant industrial advantage to be obtained from partici- 
pation in research and development is the acquisition, sometimes exclusively, of 
technical information resulting from experimentation. This is true not only 
narrowly in terms of formulae, but also with regard to the development of less 
expensive production methods. 

Such information may be acquired wholly or in part at Government expense. 
Where, as in the case of guided missiles, aircraft, and chemicals, the research 
necessary to develop a single item may be extensive and occur over a period of 
years, it may be difficult for all such resulting information to be packaged and 
conveyed to the Government. And, to the extent it is not conveyed, the contrac- 
tormay retain an intangible competitive advantage.” 

Other industries, such as electronics, are less affected by the problem. There, 
the end products of research may be reduced to blueprints and submitted to the 
Government, and through it to industry at large. This increases the opportunity 
for truly open competitive bidding on subsequent production contracts for the 
items in question. 

The Defense Department is currently considering amendment of procurement 
regulations to require that all research and development contracts include ap- 
propriate provisions to insure that all possible detailed reports, plans and specifi- 
cations be delivered to the Government on fulfillment of the contracted research. 


6. Acquisition of Patents 


The current policy of the Department of Defense, the largest spending agency 
of the Federal Government, is to require for itself only a nonexclusive royalty- 


“The significance of scientific and engineering personnel to smaller and often younger 
firms has thus been stated: “Many small companies, if they are to compete, and assuredly 
if they are to grow, must learn first to compete for technical personnel. If competent tech- 
ical personnel is intelligently absorbed and utilized, research will follow almost auto- 
matically.” Karl Stevenson, in “Science and Public Policy,” p. 179 (1947). Mr. Steven- 
son's thesis is that large firms are large because they hired technical men when they were 
small. Moreover, in his opinion, small businesses do not actively compete for personnel, 
but rather that personnel go where the best opportunities lie. 

Another aspect of the competition for scientists and engineers is that threat it poses to 
decrease the number or at least the quality of future entrants into these fields, by 
gohouing “ et teachers and university researchers. On this point, see Vannevar 

ush, id., at p. 

*® Indeed, the hiriag position of Government contractors has been so ror by reason 
of salaries industry participants are able to pay, that Government itself is losing many 
of its irreplaceable scientists. The paradox, of course, is that the Government is largely 
subsidizing these salaries, 

*Such as obtaining future procurement contracts. See pp. 20-22, supra. 


| 

| 
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free license in patents developed through Government-financed research, leaving 
all commercial rights in the hands of the contractors themselves.” 

Under this policy, during the 5-year period ending June 30, 1956, researc, and 
development contractors assigned licenses to the Government under 6,788 pena. | 
ing patent applications.” 

During the same period, Department of Defense research and development cop. 
tractors assigned to the Government all rights in 1,520 inventions in which they | 
themselves were uninterested in filing patent applications, either because 9 
questionable patentability or lack of any foreseeable commercial value” 

While the issuance of a patent, of course, does not guarantee the commercia| | 
value of the inventions covered, this much at least is clear: a large number of. 
inventions have resulted from Department of Defense-financed research pro. 
the commercial rights to at least 6,788 of which remain in private hands, and they 
6,788 are inventions which research and development contractors, after carefyl 
screening by competent counsel, believe to be patentable and of sufficient Com. | 
mercial utility to be worth the expense of patent processing. 

This number of inventions is large. But it must be remembered that they m 
sulted from research and development projects initiated some years ago. With | 
the rising trend of Government expenditures for research and development, thy 
number of such inventions may be much larger in the years to come. 


D. CURRENT TENDENCIES IN FEDERALLY FINANCED RESEARCH AND DEVELOPMENT 


In the truly tremendous national effort in research and development, th 
expenditures by the Federal Government loom as a significant force. As prey. 
ously discussed, the Government’s share of the total national effort is approy. 
mately one-half, and, of the share of that effort being performed by industry, | 
Government funds pay considerably more than one-third of the costs.” | 

Unquestionably, larger firms can more easily finance the heavy expenditure | 
required for an active research program, and can afford to forgo immediate mp 
turns for the time required to develop commercially salable items. Yet this 
Government must be deeply concerned with the future of competitive enterprise 
and it is important that its share of this activity be administered to promote 
competition within the limits possible under the urgency and complexity of 
the defense program. However, although there is inadequate factual material 
upon which to judge the effect of Government subsidization of research, what 
indications are available warn that the Government expenditures may not m 
counter to the industry trend toward concentration, but in some degree may even 
reinforce it. 

Lacking adequate statistical materials, we fall back on studies giving some 
general idea of the effect of this activity, supplemented by limited statistical | 
data on distribution of research and development contracts released by certain 
Federal agencies. One of these studies measures in broad outline the total | 
distribution of research and development activity by private industry, regari- 
less of whether it is financed by Government or industry. The second attempts 
to measure the direction of Government sponsored research programs by meas | 
uring the distribution among companies of patents, one of the principal product | 
of research. 


771A CCH Government Contracts Report, par. 29, 517 (ASPR 9-107) (amended Dee, 2, | 
1955). The policies of other Government agencies engaged in contracting for research | 
vary. Some, notably the Atomic Energy Commfssion, the Department of Agriculture, ani 
the Department of Health, Education, and Welfare, often require the assignment to the 
agency involved of patents developed under research and development contracts, 

28 Source, unpublished list furnished to the chairman of the House Select Committee » 
Small Business by the Departments of the Army, Navy, and Air Force (1956). } 
It is estimated that over 75 percent of these applications will mature into a We 
made a test check covering 596 applications filed in the final 6 months of 1952. Througi 
October 24, 1956, 235 patents ha n granted on such applications, 66 applications wer 
abandoned, and 295 were pending. Assuming the pending applications result in patent 
or abandonments in the same ratio, patents will issue on 78 percent of the applications 

2 Such procedure is required under A.S.P.R., sec. 9-107.1: Patent Rights (d) (il). Ith 
estimated by responsible Government personnel that the Government has itself filed patent 
t= cage on between one-fifth and one-quarter of these 1,520 inventions rejected by 
ndustry. 

*® The Government's key position in the research and development field is illustrated} | 
the fact that industries such as aircraft and electronics which perform the greatest per | 
centages of the total industrial effort are the very industries for which the proportion / 
governmental subsidization is the highest. Compare charts D and E, appendix. 
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1. Distribution of industry's research and development effort 


Although no adequate materials exist bearing directly upon the subject of our 
concern, there is available a survey of the total research and development 
effort of private industry for the calendar year 1953. This survey, conducted 
py the Bureau of Labor Statistics, Department of Labor, on behalf of the Na- 
tional Science Foundation, shows the comparative distribution of this effort 
among various corporate size groups.” 

Certain data developed in that study, displayed in chart F, appendix, indicate 
a tendency toward concentration of research and development activity in the 
largest companies. Although firms with 5,000 or more employees account for only 
40 percent of total employment in manufacturing industries, they employ 61 per- 
cent of the scientists and engineers in such industries. Equally important, they 
perform 72 percent of all research and development undertaken by manufactur- 
ing companies. Based on total manufacturing employment, groupings of inter- 
mediate-sized and small companies consistently account for less than a pro- 

onate share of scientific manpower and research and development perform- 
ance. Small business, defined as firms with less than 500 employees, with 35 per- 
cent of total employment in manufacturing industries, performed only 10 percent 
of research and development in those industries. 

This is not a completely accurate measure of the gap between the giant firms 
and their smaller competitors. It represents some understatement of the true 
picture. Thus, in compiling the survey, the Bureau of Labor Statistics made no 
general attempt to segregate the statistics reported by independent businesses 
from those relating to firms owned or controlled by larger corporations.” A small 
firm which was only a research or operating subsidiary of a giant corporate parent 
was not generally included as part of the larger corporate complex. Had the 
compilation consolidated the reports covering entire corporate families the per- 
centages reflected for the smaller size manufacturing companies might well be 
substantially less than that shown. 

The disproportionate share of total industrial research and development in the 
largest firms may foreshadow a greater concentration of economic power in the 
future. An adequate supply of technical manpower is the first prerequisite to any 
research and development program. Such programs themselves are basic factors 
in the development and expansion of our business economy. Therefore, a present 
concentration of such manpower and programs means that in the future an in- 
creasing share of anticipated improved technologies and new product lines will 
be introduced by the industrial giants. 


2. Distribution of Federal expenditures 


While that survey of private industry’s total research and development effort 
shows a tendency toward concentration of research and development in the 
hands of the largest industrial corporations, it cannot thereby be concluded that 
Federal contributions to industry for research and development would follow 
the same pattern. Unfortunately, there are no statistical data available at the 
present to show the breakdown of Federal expenditures by meaningful size classi- 
fications of industry. While the Bureau of Labor Statistics survey shows that the 
Federal Government financed some 35 percent of industry’s 1953 research and 
development effort, a Federal expenditure amounting to $1.4 billion, no attempt 


_ Was made to indicate the apportionment of this sum among the various groupings 


of industry size used in the survey. ‘This lack of statistics limits the conclusions 


_ which may be drawn. Therefore, statistical records of this distribution of Fed- 


eral research and development contracts must be developed at the earliest 
opportunity in order to make possible a definitive evaluation. Lacking a de- 
tailed statistical breakdown of Federal research and development contracts over 
a significant period of time, our survey is based upon existing general materials 
from which inferences can be drawn bearing on the distribution of Federal 
expenditures to industry for research and development. 

The Atomic Energy Commission and the Department of Defense have both 
made public information on recent distribution of prime contracts for research 
and development. These agencies together account for 98 percent of the Federal 
research and development contracts awarded to private industry. The individ- 
ual percentages are 77 percent for the Department of Defense and 21 percent 


_ A preliminary report on this survey has been published under the title “Science and 
tecineering in American Industry,” op. cit., n. 14. However, the data here discussed are 


en from the manuscript of the complete report on the survey, soon to be published. 
®“Science and Engineering in American Industry,” supra. 
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for the Atomic Energy Commission.” The materials from both sources, however 
do not reflect a breakdown of distribution to private industry according to any 
size classifications other than large and small business, with the breakoff point 
based on 500 employees.” 

During fiscal 1953, 1954, and 1955, the Atomic Energy Commission distributed 
53 percent of its research and development prime contracts to large busin 
Educational and nonprofit institutions received 43 percent while other Goverp. 


ment agencies accounted for 3 percent. Small business was awarded 1 percent ve 


the total.” Thus, of the total of research and development contracts awarded b 


the Atomic Energy Commission to private industry, small business received less 


than 2 percent. 

In a recent report to Congress pursuant to the Small Business Act, as 
amended, the Department of Defense has revealed the distribution of its researc) 
and development prime contracts for fiscal 1956 between large- and small. 
business firms. Small business was awarded 9.7 percent of total Army contracts, 
9.4 percent of Navy contracts, and 3.7 percent of Air Force contracts. The com. 
posite figure for the entire Department of Defense was 5.9 percent.” 


However, this distorts somewhat the true participation of small business jn _ 
defense-financed research and development by private industry. In the first 


place, awards to educational and nonprofit institutions were not differentiated 
from those to business firms.” All such institutions were included as “other than 
small business.” To the extent that such nonbusiness organizations shared jp 
the distribution of Defense contracts, the percentages of large business participa: 
tion are to be very slightly reduced. ‘ 

More importantly, as discussed in section B of this report,” the varying treat. 


ment accorded test production costs tends to distort the true picture of actual | 


research and development expenditures, although part, at least, of those cogts 
should be included in the total. This variation in treatment of test production 
costs under general procurement contracts may be indicated by comparison of 
the total research and development obligations reported by the Department of 
Defense for fiscal 1956” with the particular National Science Foundation break- 
down of such obligations which completely excluded test production costs.” The 
Army’s reported total commitment for 1956 is 96 percent of the Foundation’s esti. 
mate, while the Navy’s is 99 percent. On the other hand, the Air Force com. 
mitment is 232.percent of the Foundation’s estimate. 

These figures indicate that the Air Force has included a great deal of general 
procurement money in compiling its statistics on research and development 
expénditures for fiscal 1956—more even than the engineering portion of test 
production costs. Accordingly, a detailed check was made of a random sampling 
of Air Force contracts, which substantiated our conclusion. The similarity of 
their actual commitments to the Foundation’s estimates show that the Army and 
Navy figures on research and development expenditures exclude nearly all pro 
curement costs, even the engineering portion of test production costs. 

To obtain a true picture of actual research and development expenditures, the 
Air Force’s total research and development figures would have to be revised 


downward to some extent, and those of the Army and Navy revised upward | 


These adjustments would have a direct effect on the reported percentages re 
flecting small-business participation in research and development. 

Under the present weapons concept of Defense procurement, whereby the 
Department obtains a complete assembled product under one prime contract 
rather than awarding a number of prime contracts for various major sub 
assemblies of the item, by far the greater number of prime contracts tend to 
go to the large companies capable of supplying a complete product. Accordingly, 


33 “Federal Funds for Science (V),"’ op. cit., p. 24. 

*It should be noted, however, that the standard used by both agencies is a total em 
ployment of 500 people, including the employees of corporate affiliates in any case involv. 
ing more than 50 percent control. This furnishes a truer picture of independent small 
business than that revealed in the BLS survey. 

% The percentages are calculated from oy eee contained in tables 17, 19, and 21, hear 
ings before a subcommittee of the Senate Banking and Currency Committee on 8. 3407, 
84th Cong., 2d sess. (1956), pp. 71, 73, 75. : 


% ‘Report on Military Prime Contracts With Business Firms in the United States for | 


Experimental, Developmental, and Research Work,” Office of the Assistant Secretary of 
ore Supply and Logistics), Aug. 23, 1956. 


38 See pp. 16-17, supra. 
* “Report on Military Prime Contracts,” supra. 
# “Federal Funds for Science,” supra., p. 72. 
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the adjustment of totals of research and development expenditures to include 
relevant portions of test production costs under those contracts would tend to 
decrease the small-business share. Therefore, it would appear that the Army and 
Navy percentages of small-business participation in research and development— 
97 and 9.8 percent respectively—probably overstate the true picture to some 
extent, while the Air Force figure of 3.7 percent is somewhat conservative. 

Since these various percentages of small-business participation relate only to 
prime contracts, it might be argued that inclusion of subcontracting information 
would improve the picture to a great extent. Smaller firms generally secure 
more procurement subcontracts than prime contracts. At present, there are 
yery limited and ambiguous statistics showing the extent of research and de- 
velopment subcontracting.“ Our study indicates, however, that there is very 
little subcontracting of true research and development under Government prime 
contracts. Most subcontracting involves only the purchase of raw materials or 
standard components. Therefore, it seems unlikely that the picture of small 
business participation in federally financed research and development which is 
here presented would’ be much improved by the inclusion of subcontracting 
statistics. 

3. Distribution of patent acquisitions by industry 

One of the principal benefits flowing from research and development activity 
is the acquisition of patents. In the absence of clear evidence of meaningful 
distribution of Federal research and development contracts to private industry, 
it was believed that an examination of the distribution of patents arising from 
such contracts would furnish some guide to the tendencies in Federal expendi- 
tures.to private industry. Preliminarily, however, patent activity under the 
total industrial research and development effort was examined in order to furnish 
the proper context for our study. 

There are no reliable statistics to establish the past distribution of research 
and development activity among the various size groups in industry. 

Present patent activity, however, bears some relationship to research and 
development activity of prior years. Patents now held by a company reflect in 
some degree the extent of its previous research efforts, and studies of the present 
distribution of patents and patent applications may be somewhat indicative of 
that prior distribution. 

The Bureau of Labor Statistics survey of total industry research activity for 
1958 developed such information.” The materials tabulated reflected answers 
from 2,950 companies reporting patent data, companies owning a total of 233,000 
patents and holding 65,000 patent applications then pending. These figures, as 
analyzed in table III, show that in 1953 the distribution of patents held was 
19 percent for companies employing less than 1,000, 30 percent for those with 
employment between 1,000 and 5,000 and 51 percent for those companies with 
employment over 5,000. This, therefore, may furnish at least a general indication 
of the distribution of research and development effort in former years. Analysis 
of the figures in table II relating to patent applications presently pending, shows 
an almost identical distribution pattern. Thus, the number of applications pend- 
ing in 19538 was 18.6 percent for the smaller companies, 30.7 percent for inter- 
mediate-sized firms and 50.7 percent for larger ones. 

On the other hand, if the figures in table III on 1953 industry research and 
development projects are analyzed, they seem to present an indication that future 
patents will be more heavily concentrated in the larger companies Thus, com- 
panies with 5,000 or more employees accounted for 69 percent of the total industry 
research and development effort in 1953. It might be assumed that in the future 
around two-thirds of the patents will be issued to these companies, as against the 
51 percent which they held in 1953. The Bureau of Labor Statistics notes in its 
study one possible mitigation of this tendency, suggesting that the average cost 


“The Department of Defense, however, is currently copnend in a program, under DOD 
Directive 4100.28, which will provide it with a body of material about subcontracting under 
its larger procurement prime contracts. However, by the terms of this directive the com- 
Festion of data will involve no segregation of military subcontracts from mere purchases. 
Therefore, this data when collected will not show the extent and distribution of subcon- 
tracting specifically for research and development. 

“See tables I, II, and III in the appendix. The companies reporting patent data 
performed some 53 percent of the total industry research and development effort. : 
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of work per patent issued is larger for the big companies than for the smaj« | 
Even with this mitigation, however, the disproportionate degree of research go. 
tivity at present warns that at least some greater proportion of patents may be 
held by the largest firms in the future. 

The distribution of patent applications resulting directly from Government. 
financed research programs is indicated by Department of Defense figures, As | 
discussed in section C above, during the 5-year period ending June 30, 1956 | 
search and development contractors assigned licenses to the Government under | 
6,788 pending patent applications. A test study was made by my staff to ascertain | 
tentatively the distribution by company size of the research and developmen | 
contracts which produced this volume of patent applications. } 

This study indicated that only 15 companies accounted for 3,559 applications | 
or 52 percent of the total. Twelve of these companies are among the giants of | 
American industry in the electronic, aircraft and motor vehicle fields. The 
smallest of the 12 has a net worth of approximately $100 million. Two Others, 
in the fields of electronics and aircraft are somewhat smaller, but must stil] 
considered large. Collectively, these 14 companies have an enormous stake jy 
commercial markets. Although no assessment could be made of the commereig) 
applicability of their patent applications, a random check of a few of the patent | 
already resulting from these applications indicated commercial possibilities 
Although predicated on only a limited statistical base, this tends to suggest , 
concentration of Government-financed research and development, and of the 
resulting patents, in the hands of large corporations. 

One of the 15 companies is of modest size. It was organized only 8 years agy 
with a capitalization of $50,000, as a subsidiary of a relatively small company 
in an entirely unrelated field. At present, the entire corporate family represents 
a net worth of less than $15 million. In an industry dominated by strongly 
financed and highly integrated firms, this small subsidiary of a medium-size 
parent has grown and developed notably, mainly through the medium of research 
and development contracts for the Navy. 

Its awards of defense research and development contracts have permitted it to 
grow and to add competitive strength both to its industry and to the overall de. 
fense research programs. This example may suggest the benefits to competitive 
enterprise which might be produced by selection, where possible, of aggressive 
smaller firms to perform Government-financed research and development work. 


E. CONCLUSIONS 


The imprecise factual indicators discussed in this report may point a warning 
that the total effect of the research and development effort may well tend to } 
increase concentration of economic power. Moreover, that evidence indicates 
that this tendency toward concentration may be accentuated, and not retarded, 
by the administration of Government financing of research and development. | 

As noted in the preceding pages of this report, the agencies administering the 
program have made no adequate compilation of statistical materials in this 
important area. The few analyses made have not adequately considered the : 
problem of economic concentration. | 

The vital importance of preserving our economic system makes obvious the | 
need for greater effort in this regard by the administrative agencies concerned, 
There should be provided a more comprehensive and detailed basis for analysis 
of the day-to-day operation of that activity. A comprehensive delineation of 
the exact problem is a necessary first step to its solution. That delineation shoull 
include in detail the distribution of federally financed research and development 
projects among the various size classifications of industry, as well as the exact 
scope and distribution of other tangible benefits, such as patents and subsequent 
procurement, which result from participation in these projects. It may be ob 
served that, important as the preservation of small business opportunity may 
be, it is equally important to insure that the intermediate size groupings of busi- | 
ness should also be given full consideration. It must be recognized that it is 
from the companies in those intermediate classifications that the strongest and 
most vigorous competition will flow. 

While such an effort is required before any comprehensive solution to the 
problem may be reached, some action can be suggested to alleviate some of the 
features of present operations which seem to tend toward concentration. It is 


48 ome py of complete report on a survey of research and development costs ail , 
ational Science Foundation, p. 86. See p. 13, supra. 
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ngly recommended that consideration be given to: first, the possibility of 
removing certain practical obstacles to the participation of smaller businesses 
in the research and development effort; and, second, if further study bears 
out our tentative conclusions, a reevaluation of the basic patent policy of the 
Department of Defense, in the light of current defense problems and the in- 
creased participation of Government in research activity, to determine whether 
Government acquisition of resulting inventions and patents would be more in 
the public interest. 


1, Practical obstacles to participation of smaller business 


The comparatively small participation in Government research by most of 
the smaller businesses may simply demonstrate that many of them cannot com- 
in certain areas because of inadequate capital reserves and the related 
handicaps of credit, inability to pay salaries sufficient to command first-rank 
«ientifie personnel, or insufficient facilities to qualify for handling the tre- 
mendous effort called for under the weapons system concept of procurement. 
It may well be that these fairly obvious handicaps cannot be overcome in a 
t many cases. There are, however, additional obstacles which are less 
obvious, and which may be capable of some practical minimization: 

(a) The cost of preparing bids.—Bidding on research and development con- 
tracts is expensive, since contract specifications generally require a description 
of results, rather than well-defined materials or devices. Factors such as de 
livery dates, capability, and record of performance frequently override price 
considerations. The tentative character of initial quotations requires pro- 
tracted negotiations. Any informed research and development bid is apt to be 
highly speculative in character, for the substance of the contract is uncertain in 
scope and the contract invited may well not be let. It would appear that much 
of this difficulty might be alleviated by continuing studies to find ways of sim- 
plifying bid procedures. 

(b) Lack of adequate inderes of smaller businesses available for research ac- 
tivity—There presently exists no comprehensive analysis of the research poten- 
tial of smaller businesses for the use of Government agencies in need of research 
and development contractors. Conversely, smaller businesses are unable to 
keep abreast of current opportunities for research contracts. Procurement man- 
uals assist private contractors to find Government markets,“ and the Depart- 
ment of Commerce publishes a daily synopsis of invitations to bid issued by the 
various procurement agencies.” However, none of these aids are particularly 
applicable to the research and development field, and smaller companies can 
searcely afford to keep full-time information officers at procurement centers. 
Greater effort to develop and disseminate lists of smaller companies available 
for such work and, correlatively, much wider publication of information on 
possible projects which might be open to them, would seem to be both possible 
and necessary. 

(ec) The heavy responsibility of the Government contracting officer.—The lack 
of a Government register of industrial research and development potential leaves 
the Government contracting officer to his own resources in selecting those to 
be invited to submit proposals. These officials must depend on their personal 
knowledge of the capabilities of American businesses. Despite complete im- 
partiality, this system necessarily favors the largest and best known companies. 

In current practice, each military department performs its own solicitation of 
bids. The person requisitioning a new item has a primary responsibility to list, 
if possible, at least six companies he thinks qualified to perform the job. As 
the requisition passes through various channels, other officials may add names 
to the list. Thus, for example, representatives of the Small Business Adminis- 
tration stationed at procurement centers have the opportunity to add the names 
of known qualified small business firms. When the contracting officer finally 
receives the list, he may remove the names of some firms he considers doubtful ; 
he may also add others. To the firms on this final listing are transmitted invita- 
tions to bid. It is most probable that this heavy responsibility tends to create 
an extreme reliance by contracting officers on “safe,” i.e., large businesses to the 
exclusion of qualified small businesses, even where the latter might produce the 
contracting officer cannot be blamed too much; but if a little business is unsuccess- 
ful, he may be subject to severe criticism for his choice. 


“See, for example, Lipton, G. W., “Government Contracts Simplified” (1953). 
“Id., at p. 7. Contracting officers in the Department of Defense submit notices in the 
Department of Commerce synopsis only where the contract amount is in excess of $10,000. 
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In some expert opinion, this burden of responsibility on the contracting 9; 
is the greatest single factor accounting for the small share of Government 
search and development contracts going to smaller business. The contractj 
officers generally have no technical or engineering training. Rather than take 
chances on highly technical matters, they are likely to be cautious and deal on 
with companies with a record of proved performance. And if a smaller business 
has not established its reputation through past performance, it may never 
its chance through the medium of a Government contract. The burden of Con. 
vincing the contracting officer of its ability ‘to perform might be extremely 
difficult. 

Nevertheless, substantial progress can be made to alleviate the rigor of this 
adverse factor, by relieving the contracting officer of some of the responsibj}j 
It is suggested that consideration be given to the possibility of establishing, at 
each major procurement office awarding research and development contracts, a 
review board composed of members with proper experience, which would be 
charged with direct responsibility for broadening the base of research and deyel. 
opment contracts. In operation, such a board should act in an advisory capac 


to the contracting officer considering each project to determine whether enough — 


firms are being solicited, and whether the contract could feasibly be awardeg 
to a smaller firm. 


2. Government patent policy 

The present policy usually followed by Government agencies permits a cop. 
pany performing contract research to retain full ownership of any patents issued, 
granting to the Government only a limited, nonexclusive right to use the inven. 
tions. Assuming that the limited statistical evidence at our disposal correctly 
indicates the tendencies of the present program, that present policy may well be 
one of the major factors tending to concentrate economic power. 

As above discussed, we believe the most urgent present need is for the admin. 
istrative agencies concerned to accumulate further detailed information on the 
distribution of Government financing of research and development among the 
various size classifications of companies, so that the full implications of its effect 
may be more accurately determined. If consideration of such further informa. 
tion should confirm the tentative conclusions of this report regarding patents, 
the present Government patent policy should be carefully reexamined and 
amended to provide stronger safeguards for the maintenance of a freely com. 
petitive industrial economy. 

I am not unmindful of the fact that this area is one which has long been 
controverted and exhaustively studied. The opposing schools of thought are 
exemplified by the recommendations made almost contemporaneously some years 
ago by the National Patents Planning Commission and by one of my predecessors 
in this office. In 1945, the Commission recommended against the Government's 
acquisition of “full ownership of patents” resulting from Government sponsored 
research conducted by industry.“ The Attorney General's 1947 report concluded 
with the recommendation that the Government should take full title.” 

The judgment as to which policy should be recommended—to be weighed in 
the light of fuller knowledge of the details of current Government research ani 
development awards—is not now an easy one. Each of the contending positions 
can marshal a respectable body of argument. Thus, in contending for full 
Government ownership, the Attorney General's 1947 study stated the reasons in 
support of that recommendation : , 

“1. Where patentable inventions are made in the course of performing 4 
Government-financed contract for research and development, the publie interest 
requires that all rights to such inventions be assigned to the Government and 
not left to the private ownership of the contractor. Public control will assure 
free and equal availability of the inventions to American industry and science; 
will eliminate any competitive advantage to the contractor chosen to perform 
the research work; will avoid undue concentration of economic power in the 
hands of a few large corporations; will tend to increase and diversify available 
research facilities within the United States to the advantage of the Government 
and of the national economy; and will thus strengthen our American system of 
free, competitive enterprise. 


46H. Doc. 22, 79th ey 1st sess. 13 (1945). 
471 Atty. Gen. Rept. 87 ( 
GPO (1947). 


“Investigation of Government Patent Practices and Policies’), | 
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| 
| “2, To leave patent rights to the contractor may permit the suppression of 


an invention paid for by the public or the imposition of an assessment for its 
use by the public to serve private advantage. Jt would constitute an unequal 
form of reward for comparable performance, and would tend to unbalance Fed- 
eral research by making more desirable those aspects likely to lead to commer- 
cally valuable patent rights. : 

“3 Expert opinion and experience within and without the Government sup- 

rt the conclusion that a policy of public ownership of inventions made under 
Government contract would be acceptable to a sufficient number of competent 

vate and institutional laboratories to make it workable. However, exceptions 
to the basic policy should be allowed where necessary in emergency situations, 
to permit the contractor to retain the patent rights to inventions to which he 
has already made a substantial independent contribution; but in all such cases 
the Government should obtain at least a free license under the resulting inven- 
tions and should prohibit their suppression or the assessment of unreasonable 
charges for their use by others, 

“4 The weight of evidence is that the policy recommended herein will not 
substantially increase the costs of Government research contracts, nor diminish 
the efforts of the contractor’s organization to perform the work competently. 
To the extent that any extra costs may result from the recommended policy, they 
would be fully justified by the advantages of making publicly financed technology 
proadly and freely available.” 

On the other hand, the Commission urged in support of its view that: 

“# * * The ownership of inventions resulting from such [research and develop- 
ment] contracts cannot be fairly determined by an arbitrary or fixed rule but 
should be established in each situation in accordance with the applicable cir- 
cumstances. The Commission believes, however, that, since the Government has 
no need of the right to exclude conferred by a patent and does not enter into 
ordinary commercial enterprises in competition with its citizens, full ownership 
of patents should not ordinarily be asserted by the Government. An exception 
to this policy would be the situation in which private ownership of the patents 
would conflict with national interests.” * 

Additional support for the Commission's view was expressed by the War 
Department, which objected to Government acquisition of title because (a) 
“frst, it would seriously hinder the Government's obtaining contractors able 
and qualified to undertake a particular research and development project * * *”; 
(b) “second, it would further narrow the Government’s choice in selecting con- 
tractors,”; * * * and; (c) “third, it would greatly increase the overall cost of 
research and development * * *.”@ 

The Navy Department and the Office of Scientific Research and Development 
also expressed views in accord with that of the War Department.” 

It should be noted that many Government contractors assert that the Govern- 
ment does not pay the entire cost of the ordinary research and development con- 
tract, and therefore is not entitled to ownership of the inventions resulting 
therefrom. Instead, it is said to be the practice for the Government to pay for 
material and labor costs and certain allowances for overhead, plus a small profit, 
leaving the contractor to furnish on his own account previous know-how and 
previous investment of time, money, and personnel in the particular field of 
research. Thus, the initial problem lies in the determination of whether the 
Government ordinarily pays all costs, and if not, whether it would be feasible 
to do so. 

Of the numerous questions raised by the issue of Government ownership of 
inventions and patents, the most important appear to concern the alleged addi- 
tional costs; additional difficulties in negotiating satisfactory contracts; reluc- 
tance of industrial concerns to sell the commercial patent rights of inventions 
produced under the contracts; maintenance of an adequate number of available 
bidders for Government research ; and the effect of such a policy on certain small- 
business concerns now relying substantially on exclusive right to the inventions 
they produce as a means of economical survival. These questions have been 
raised primarily from sources opposing Government ownership. 


“Op. cit., n. 50. 
@ Rept. 305 (“Investigation of Government Patent Practices and Policies”), 
©Td., at p. 306. 
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To evaluate the merits of the issue, the opposing arguments should be fully | 
explored in the light of other advantages derived by industry from research) 
and development contracts; our general defense requirements for Nationa) 
security ; the increased participation by the Government in research and deyey, 
ment; and the increased share of Government-sponsored research and develop. 
ment performed by industry during the past decade. 

Most importantly, however, these opposing contentions must be reexamined a | 
the light of further information on the economic effects of present awards, |; 
such further analysis demonstrates a strong tendency toward concentratigy | 
then it would seem that the vital interest of this Government in maintaining , 
freely competitive economy would add a strong argument in favor of Governmen, | 
acquisition of patents. Of course, any such patents held by the Governmey; | 
should continue, within necessary security limitations, to be available unde | 
nonexclusive licenses to all applicants, including the contractor who performej 
the research and development work. | 
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FOREWORD 


This study was prepared by Prof. Seymour Melman for the Sub- 
committee on Patents, Trademarks, and a as part of its 
study of the United States patent system, conducted pursuant to 
Senate Resolutions 55 and 236 of the 85th Congress. It is one of 
several being prepared under the supervision of John C. Stedman, 
associate counsel for the subcommittee. 

Earlier reports on the work of this subcommittee have noted the 

eat changes in our economic and industrial system since our patent 

ws came into being. As we put it in January 1956, “the industrial 
and technological economy of today bears little resemblance to that 
of yesterday * * *. The garret, garage, or basement inventor to a 
marked extent has given way to the laboratory technician who is 
both scientifically trained and versed in the gon techniques of 
experimentation and invention. The independent ‘lone wolf’ inventor 
has given way to the coordinated group activity of the research labora- 
tory.” What do these changes augur for the patent system? How 
shal the patent system respond, the better to discharge its constitu- 
tional purposes? 

Professor Melman addresses himself to these issues, taking for his 
ubject of inquiry the highly important, highly organized, extensively 
staffed research laboratories that operate today at both industrial 
and university levels. In this milieu, he concludes that the patent 
system, whatever its past contributions and its value and virtues in 
other respects, contributes little to the progress of science and useful 
arts. This conclusion, without doubt, will be greeted with skepticism 
by some and with vigorous disagreement by others. Nevertheless, 
Professor Melman has posed a serious issue and subjected it to 
thoughtful and competent inquiry. I hope, and expect, that those 
who challenge his views—and there will be such, I am sure—will 
approach the subject and his handling of it with the same measure of 
competence and thoughtfulness that he has shown. The subject is 
too important and complex to warrant anything less. 

Professor Melman is well fitted to speak on the matter at hand. As 
a member of the department of industrial engineering, Columbia 
University, he has a longstanding, active and down-to-earth interest 
and experience in the su ve of industrial productivity and research. 
He has carried out varied industrial studies while on the faculty of 
Columbia University. He is the author, among other publications, 
of Dynamic Factors in Productivity, a book which has received wide 
attention in this country, Europe, and Japan since its publication in 
1956, and which is the product of 5 years of research and extensive 
consultant work with various industrial concerns. 

In publishing this study, it is important to state clearly its relation 
© the policies and views of the subcommittee. The views expressed 
by the author are entirely his own. The subcommittee welcomes 

¢ report for consideration and study, but its publication in no way 


signifies or implies acceptance or approval by the subcommittee ¢, 
its members o the facts, opinions, or recommendations contained jp 
it. Such publication does, however, testify to the subcommitte’, 
belief that the study represents a valuable contribution to the liter, 
ture concerning the patent system and its operation, and that thy | 
public interest will be served by its publication, distribution, ay) 
consideration. 
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JosePH C. O’Mauoney, 
Chairman, Subcommittee on Patents, Trademarks and Copy. | 
rights, Committee on the Judiciary, United States Senate, 


May 16, 1958. 
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THE IMPACT OF THE PATENT SYSTEM ON 
RESEARCH 


By Seymour Melman 


CuaptTerR |. InrrRopuctTion: THE 


There is @ growing inconsistency between requirements for fruitful 
technical research and the effort to operate a patent system. That 
is the main finding of this inquiry into the relation between the patent 
system and modern technical research. 

The historical justification of a patent system is rooted in two 
propositions: first, that it is possible to identify the creators of new 
articles and techniques; second, that the privilege of exclusive property 
rights granted for a given ers will yield a material return to the 
creators of new things, and will thereby encourage them to further 
creative work. 

The first of these assumptions implies that scientific research and 
technological development are carried out under conditions that 
enable one to specify the particular person to whom a creative act 
may be attributed. The second assumption implies that the granting 
of the patent right has a substantial effect in promoting further effort 
in scientific inquiry and technical application of the results. 


A. THE PROBLEM OF THIS STUDY 


Two problems are at the center of this study. What are the condi- 
tions under which technical knowledge is produced? The answer to 
this question should indicate whether it is indeed possible to identify 
inventors and inventions in a workable way. This problem is surely 
of more than formal interest, for the course of recent patent litigation 
has indicated that the criteria for invention—often tied in with the 
identification of the inventor—lie at the heart of many cases in which 
patents granted by the United States Patent Office have been held 
invalid by the courts.” 

The second problem of this inquiry is the question: What has 
been the effect of the patent system on the promotion of science and 
the useful arts? This question is a critical criterion for the evaluation 
of the functioning of the patent system. Clearly, it is possible to 
suggest many criteria by which to evaluate an institution like a patent 
system. Patent arrangements have far-reaching effects on economic 
institutions, on property relations, on profits of industrial firms, on 
concentration of control in industry, on monopolistic practices 
Arts, by securing for limited Times to Authors and Inventors the exclusive Right to their respective Writ- 


ings and Discoveries.’’ 
* Of 50 inventions recently held invalid by the U. S. Court of Appeals, 43 were invalidated on grounds 


of “lack of invention or anticipation.” Hearings on the American patent m, beforethe Subcommittee 
bs ea ae and Copyrights of the Senate Committee on the Judiciary, 84th Cong., Ist sess., 


1 
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(antitrust policy), on the role of Government as a decision maker jp 
industry, and on the scope and characteristics of the legal profession 
Any one of these areas of effects could be utilized for the purpog 
of evaluating the functioning of the patent system. 


This report deals with only one aspect of the effects of the patent | 
system, namely, What has been the effect of a patent system on the | 


promotion of science and the useful arts? This criterion corresponds 


to the end in view stated in the Constitution of the United State. 


under which the Congress was empowered to establish a patent 


system. Moreover, the test of promotion of science, in both its basic 
and applied connotations, is important in its own right. For the | 


progress of science and its application to production is a major factor | 


in the capability of any country to attain high levels of materig) 
well. being. 
B. SCOPE OF THE STUDY 


Each of the problems noted above is the subject of a separate 
of this study. The first part deals with the conditions of the produc. 
tion of technical knowledge. Here the attempt is made to 
data from industrial, university, Government, and other laboratories 
which bear on the ways in which research and development are actually 
organized and carried out in many fields of science and engineering, 
These aspects of research are closely relevant to the problem. This 
involves identifying those who create new articles and techniques, 
It also involves making clear what is meant by “new technology” 
(ch. II). This leads in turn to an examination of the various grou 
and individuals who contribute to this production, in other words 
the division of labor and interdependence in the production of tech- 
nical knowledge (ch. III). In chapter IV the inquiry turns to the 
question of how the producers of technical knowledge are paid,» 
matter closely related to the problem of incentive for performance of 
this type of work. A different aspect of technical research, namely, 
the worth of new knowledge, is explored in chapter V. This, too, 
has a bearing on the problems of incentives. Finally, chapter VI 
analyzes the determinants that influence, shape, direct, and humit the 
production of new knowledge through technical research, whether 
conducted under industrial or nonprofit auspices. 

The second part is concerned primarily with the use of technical 
knowledge as property and the implications that arise from such use. 
Chapters VII he VIII focus attention on the main effects that flow 
from the use of patents by business firms and universities, respectively. 
Chapter IX deals with the relationship of patents to the progress of 
science and technology. In order to bring out more clearly this rele- 
tionship, chapter X tits into the speculative inquiry: at would 
be the consequences if we had no patent system? 


A third part, represented by the final chapter (ch. XI), examine — 


the relationship between the subjects discussed in parts I and II, 
wit, the conditions covering the production of knowledge, and the 
operation of the patent system as a way of promoting science and the 
useful arts. 

C. CHARACTERISTICS OF THE DATA 


One of the problems involved in an inquiry of this vs is thera 
priateness of the methods used. The investigation ha 


to enable the writer to reach conclusions that are meaningful in terms 
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of the broad problems that have been posed. At the same time it 
was necessary to use sampling devices in order to reduce the scope 
of the fieldwork to workable proportions. Since the characteristics 
of the data and the way they were selected have a direct bearing upon 
the significance of the findings of fact and the inferences drawn from 
them, these aspects of the inquiry will be described briefly. 


1. Fields of research represented 


Apart from published material, two principal types of data are 
utilized here. From scientists, engineers, and others in university, 
industrial, and Government laboratories, data were secured describing 
how a variety of research and development projects were carried out. 
The fields of knowledge represented here include pe vecina f biology, 
medicine, physics, and mathematics, as well as the principal engineer- 
ing, fields. hese men, 20 in number, are in each instance active 
researchers in the basic sciences or in va nrc They are all 
employed in large universities, privately sponsored laboratories, and 
Government institutions. These people were reached for interviews 
concerning their research work with the assistance of colleagues in 
several universities. 

The managers of several large industrial research laboratories also 
discussed the organization of work in their units with this writer. 
From each person there was obtained an account of the nature of the 
research project, the prior knowledge required for its solution, the 
fields of Eeoeriiitite involved in carrying out the investigation, and 
the occupations of the persons who contributed significantly to the 
execution of the particular projects. In each case the data were 
obtained from the principal investigator concerned with the particular 
project. These accounts paint a portrait of the characteristics of 
inquiry in a variety of fields and permit an analysis of features com- 
mon to all of them.‘ 


g. Types of laboratories represented 


The investigators who made available detailed accounts of this 
work represent the whole spectrum of laboratory types, from uni- 
versity conditions where the principal investigators atv their 
own efforts, to the conditions of industrial laboratories with their 
centrally managed direction of research. This writer estimates that 
the conditions of laboratory operation involved in the investigations 
that are summarized here are, on the whole, typical of those which 
obtained in these and other fields. 

The industrial laboratories from which data were secured con- 
cerning research policies and patent practices deserve special com- 
ment, Altogether, four large industrial laboratories were visited 
and detailed accounts concerning their operations were secured from 
their top management as well as from some of their scientific em- 
ployees. All of these are large laboratories. They represent the 
chemicals, petroleum, transportation, and electronics industries. The 
total budgets of these 4 laboratories in 1955 amounted to about $260 
million. This was about 7 percent of the total expenditures for 
research and development of $3.7 billion by 15,000 companies which 


‘Since much of the information received from those interviewed was disclosed on a confidential basis, 
ae ltantities of ithe persons to whom the author talked and of the concerns with which they were connected, 
eld. 
‘Patenting by Government agencies was not a principal focus of attention since in large part this has 
come to be surrounded by security restrictions concerning the affairs of the Atomic Energy Commission 
and similar agencies. No effort was made to examine that activity for this investigation. 
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constituted the cross section of industrial research activity recently 
reviewed by the National Science Foundation.® 

The engineers and scientists in these industrial research laboratorie, 
about 7,700. The National Science Foundation has 
mated that in 1954 altogether 157,300 scientists and engineers jy _ 
private industry were engaged in research and development.* 

This means that the firms sampled here accouhted for about 5 per. 
cent of the total research and personnel in industria). 
research laboratories. The sampled laboratories are not only im, 
portant in their own right; they represent a substantial sector of the | 
total research and development activity. These laboratories als 
account for a substantial amount of patenting activity, as will bh | 
reflected in the later chapters of this report. 

A further interest in these laboratories of large size stems from the. 
increase, in recent years, of basic research in these laboratories. This _ 
means investigations into the characteristics or phenomena which ar 
at least one or two steps removed from the production of know] 
that is aimed at pe product or production method utilization, 
During 1953-54 basic research amounted to 4 percert of industrial 
research expenditures.’ Underlying this statistic the report gives the 


following definition to ‘basic or fundamental research’’ within business. 
sponsored laboratories: Projects which are not identified with specific 
product or process applications, but rather have the primary objective 
of adding to the overall scientific knowledge of the firm. 

Attention is directed to the last phrase’ “‘* * * of the firm,” which 
gives to basic research an altogether different meaning from the usage 
among university scientists. There, the relevant realm for exploration 
by scientists is not the knowledge of the firm, the university, or even 
the country, but man’s ani al of phenomena. In the nonindu. 
trial laboratory the promotion of science and its application is not 
limited by the requirement of serviceability to the firm, however 
broadly that may, in some cases, be construed. 

Since the four sampled laboratories are of large size, they do not 
necessarily represent certain of the operating characteristics that would 
be found in many smaller laboratories in industrial firms. The fact is, 
however, that in 1954 about 70 percent of research and development in 
American industrial firms was carried out by 375 of the largest con- 
panies, which represented some 2 percent of the sample of firms 
recently studied by the National Science Foundation. Accordingly, 
concentration of attention in this study on the larger units is in keeping 
with their relative importance in the industrial research scene. More- 
over, a substantial literature has been devoted to presentation of the 
managerial and other methods of the larger industrial laboratories.’ 


ee  Pemmiation, Science and Engineering in American Industry (1956). | 


71d. at 5-6. 

at 3. 

§ See, e. g., Bush, Bib! hy on Research Administration (Washington, D. C.: The Uni Press 
of Wash n, D.'C., 1954); Management Controls in Industrial ‘Research 


Harvard University School of Business Administration, 1952), see pt. IV, and the bibliography on pp. 513f. 
Collections of pa on research management practices have been published by the American M 
Association, and by the annual conference on industrial research management of the department of industrial 
and management engineering ot Columbia University (see note 27, infra). 
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3, Measuring research activity 

In a review of the operation of research activity in industrial firms 
and other laboratories there arises the problem: How much is pro- 
duced in these facilities? It should be made clear at the outset that 
there is no sure way of gaging or defining output of technical knowledge 
or technical design." ‘Therefore, it is only possible to measure the 
activity in these facilities by counting some of the inputs that are 
involved. We can measure the man-hours or the funds that are 
used up jn the operation of these facilities. 

1 It is, of course, possible to count the number of patents taken out by a research unit. The significance 
of such counts for gaging output is limited, however, by the fact that intensity of research activity is not 


necessaril in the number of patents obtained, even where patenting is a regular adjunct to research. 
Seech. VII. On the other hand, the output of technical papers may at times be a rough indlenten of research 
activity. 
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PART I. CONDITIONS APPLICABLE TO THE PRODUCTiox 
OF TECHNICAL KNOWLEDGE 


Cuaprer II. Tae Nature or Rosearce Activity: THe Propycngy | 


or New Trecunovoey as ‘Inquiry | 


Before one can evaluate research activity, its results and the rok | 
played by the patent system in respect thereto, it is necessary first to | 


decide what kind of research activity we are talking about and wha | ! 


objectives and results we are concerned with. Research activity cap | 
be defined or classified in a variety of ways, depending upon what | 
one is interested in. : 

For the purpose of patenting, for instance, a line must be draw 
between research which involves the discovery of natural phenomeng 
and that which involves the application of such knowledge, whether 
known before or not, to achieve new products or processes. In the 
operation of the American patent system, natural phenomena are not 
in themselves patentable. However, articles which embody the 


utilization of such knowledge, or statements of processes which may 
embody such knowledge, are subject to patent rights. 

In another framework, such a distinction may be of little value, 
however practical and important it may be in operating a. patent 
system. It does not, for example, afford an adequate basis for clasgi- 
fying the different types of work carried on in industrial, university, 
and government laboratories. For example, it is possible to formulate 
the criterion: The test of whetber research is basic or applied depends 
on whether there is an immediate end in view to be served by the 
product of the research. By that test, given research activity, if 
oriented toward the production of particular products, would be called 
applied research; if directed to the production and publication of new 
knowledge as an end in itself, it would be classified as basic research. 

Research work can be classified in still other ways. For example, 
does the work yield knowledge which is applicable to a wide range 
of phenomena? 

till another classification, one not generally used, but of especial 
significance in this study for reasons that will become apparent later, 
is in terms of the administrative setup for conducting research, to 
wit: Is the decision to do the work made by the investigator pn- 
marily responsible for carrying it out or by some other person, usually 
the supervisor in charge? This is a question of crucial import, more 


than it may seem offhand. Among scientists, there is wide agree- 
ment that the production of new science proceeds most advanta- 
geously where the investigator is free to follow his own bent in the 
choice of problems and the design of inquiry. When decision es 
as to research is largely in the hands of external managerial contr, 
there is necessarily a retarding effect on the production of new knowl 
edge, whether immediately evident or not. For external managerial 
control over the investigator impairs the process of free, imaginative 
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exploration of the unknown, which is a controlling aspect of productive 


The importance of the investigator’s freedom for the efficient con- 
duet of research is reflected in the conditions surrounding many of 
the great scientific discoveries of our time. Examples of scientific 
discoveries that were achieved by investigators who were free to 
apply their creative imagination to the data that passed through their 
tends include the antibiotic effects of penicillin, radioactivity, butyl 
rubber, and many other important products and discoveries. There 
isno way to plan the occurrence of new ideas. 

In industrial research laboratories, extensive managerial control is 
the rule, although exceptions do occur. In universities and other 
nonprofit researc institutions there tends to be much more freedom 
for the investigator to decide on his own work. 

For this study, the characteristics of modern technical inquiry are 
of far-reaching importance and more than ordinary significance, since 
it is not possible to draw a sharp line between university and indus- 
trial inquiry in terms of ‘‘basic’’ and gavel research. If “‘basic”’ 
science conducted by the former could be consistently differentiated 
in character from the product-and-process-oriented work done in 
industrial laboratories, then the only relevant sphere for this investi- 
gation would be the activities of industrial research laboratories them- 
selves. But no such differentiation is possible. 

In the absence of clear lines of differentiation between types of 
research, we must look for the features that are common to all tech- 
nical research activity, irrespective of the type of institution in which 
itoccurs. Thus, work of designing new articles and developing new 
production processes is intertwined with researches whose results are 
removed, by one or more steps, from immediate industrial applica- 
tion, Conversely, so-called basic research constantly nourishes the 
investigations that are explicitly directed toward solving particular 
industrial problems. 

Nor do the methods and physical operations used in basic and 
applied research necessarily differ, even when the avowed goals of 
research can be differentiated. For example, in the course of the 
work that led to the development of the transistor, new knowledge 
about natural phenomena (solid state physics) was produced. Some 
of this knowledge was produced by investigators me were directin 
their efforts to the discovery of new ts a as an end in itself. 
At the same time closely related knowledge was produced by investi- 
gators who were explicitly attempting to solve particular problems 
involved in the effort to produce transistors. of this new know]l- 
edge, apart from the different ends-in-view of the investigators, was 
necessary for the actual production of the transistor." 

the foregoing analysis shows, certain fundamental similarities 
override the differences that may be found between basic and applied 
research, and between industrial and university research. Perhaps 
the most fundamental feature that is common to technical research 
wherever or for what purpose it occurs, is the process of scientific 
inquiry. This is true whether research is oriented toward knowledge 
as an end in itself or toward commercial use, whether it follows from 
the decision of the investigator himself or is managerially controlled. 
Proceodngs ofthe of Redie History of Bem 
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The process of inquiry is utilized at every hand by scientists anq 
engineers. The product of this process is always technical knowl 
whether it be stated explicitly as a fact about particular phenomens 
or be utilized without explicit statement in the immediate work of 
formulating and testing the design of a particular product or procegg, 
In either case the production of the knowledge is the critical act. 

For the purpose of this study the relevant research activity is defined 
and evaluated in terms of the new technical knowledge which jt 
produces. This approach requires some comment. By this test 
what is conventionally regarded as science is not differentiated from 
invention, since the production of new knowledge is the common fea. 
ture in both. 

This view of technical knowledge as a product in its own right, js 
held by many persons engaged in the direction of industrial research 
activity. In a recent address by Mr. E. D. Reeves, executive vice 
president of Esso Research & Engineering Co., for example, he in. 
dicated that— 


* * * the day is fast approaching when industrial research 
will produce technology as an industrial product in its own 
right. As this day approaches, industrial research will 
become more and more a separate industry creating an im- 
portant raw material under highly competitive business 
conditions.” 

Summary . 


In summary: In formulating the relation between the patent system 
and the production of new technology it is appropriate to fasten 
attention upon that feature of technical work that is common to all 
of this activity, namely, the process of producing new knowledge as 
such. With this approach, it is not necessary to differentiate between 
basic and applied science, 1. e., the work of producing the knowledge 
and that of applying it to the design of particular things. For the 
difference between basic and applied research resides in the ends-in- 
view that accompany the work of inquiry, not in the nature of the 
work itself. The force of the formulation here adopted will become 
apparent in the chapters that follow. 

t does not follow, of course, that the patent system itself may not 
suggest sharp and continuing differences between basic and applied 
research. Indeed, the patent system tends to emphasize only the 
immediate application of new knowledge, both in its requirements of 
patentability and in its rewards, and not the long-range values that 
one usually associates with basic research. To the extent that this 
differentiation persists in the patent system, but increasingly dis- 
appears in the actual conduct of research, however, it suggests a 
widening between what the patent system seeks to do and what it 
actually does. 


Cuapter III. Division or LABOR AND INTERDEPENDENCE IN THE 
PropucTION oF TECHNICAL KNOWLEDGE 


In contrast to the one-man, lone wolf type of inquiry formally 
contemplated by the patent laws, the operation of industrial, govern- 
2 Ninth Annual Conference on the Administration of Research, Northwestern University 


Technological 
Institute (Sept. 9, 1955), Mr. Reeves is not only an important industrial research executive in his own 
right; he is also the —— of the Industrial Research Institute, a national organization of directors of in- 
dustrial research la tories. 
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ment and university laboratories is typically characterized by division 
of labor and interdependence among the investigators. The division 
of labor is expressed in the variety of occupational skills that are 
brought to bear upon particular problems. The interdependence in the 
work is made evident by the utilization of prior knowledge and the 
know-how of contemporaries engaged in related tasks. It is doubtful 
whether the classical inventor of the type visualized by the patent 
system is today a major factor in technical development. 


A. INDUSTRIAL RESEARCH LABORATORIES 


These characteristics in industrial research laboratories become 
apparent when one examines the variety of occupations found, in 
 & course of this study, to exist in several large laboratories. In 
one major electronics laboratory the composition of the scientific 
research personnel was as follows: 


In a _— firm’s central laboratory the following breakdown 
appeared : 


engineering specialists. 16 


In the same laboratory, this variously-trained personnel was assigned 
to an even greater variety of designated research and development 
jobs,"* to wit: 


Analytical chemists Engine mechanic 
Chemists Pilot plant operator 
Research chemists Mechanic 

Staff chemists Research librarian 
Division director Industrial hygienist 
Chemical engineer Toxicologist 
Development engineer Products technologist 
Electrical engineer Research physician 
Engineer Technologist 
Metallurgical engineer Research physicist 
Process engineer Reseurch engineer 
Inspector Foreman 

Laboratory assistant Process foreman 
Technician Mechanical foreman 


Engine operator 


4 This list includes only those directly engaged in research and development work. There are, of course, 

engaged in activities necessary to support the research and development function. These include 

the usual clerical, bookkeeping, accounting, purchasing and legal personnel; also, those engaged in routine 
maintenance of building operation such as janitors, guards, routine mechanies, and painters. 
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In a firm producing transportation the. engineering 
department responsible for research and development included tj, 
following occupations: 


2, 80) 

The staff of a large chemical industry laboratory included: 

Physical chemists Instrument designers 

Organic chemists Machine shop personnel 

Inorganic chemists Laboratory equipment designers ay 

Chemical engineers constructors 

Physicists Librarians 

Mathematicians Translators 

Laboratory technicians Building and other service personnel 


In one of the major laboratories maintained by this last-named firm 
the scientific personnel are organized on a group basis. The compos. 
tion of these groups, however, is deliberately arranged so as to inelud 
a diversity of personnel according to major technical competence, |h 


the opinion of the directors of the laboratory, this systematic inter. 
mixing of scientists and engineers with diverse major skills has the 
effect of accelerating many research projects. This results from the 
ability to bring to bear a diversity of approaches to a given problem, 
In this same laboratory an effort is made’to rotate the persons among 
groups. 

Industrialfresearch}laboratories frequently make it a practice to 
retain staffs of consultants who visit periodically. These consultants 
include university professors in fields related to the primary work 
of the laboratory. Usually, the consultants visit the laboratory, | 
conduct seminars for the staff, and consult with individual sal | 
members. Industrial research directors regard this device as a 
important one for keeping their groups abreast of new knowledge 
developed in university laboratories, and for getting independent, 
critical opinions on the character of their own work. 


B. GROUP WORK IN INDUSTRIAL RESEARCH LABORATORIES 


The assignment of a given project to a group of persons is a common 
practice among industrial research laboratories. In one largo lab- 
oratory which the writer visited, almost every project under way was 
being attacked by technicians working in groups. Typically, mndu- 
trial research managers have been giving more and more emphasis to 
methods for integrating this group activity. Periodic meetings and 
seminars are employed in the effort to organize joint, multi-sided | 
attacks on particular problems. One petroleum firm has proudly | 
called attention to the fact that one of its research groups includes 
megphysicints, electronics engineers, and mathematicians. 

or are these methods and policies of recent origin. 

The director of the country’s largest petroleum industry Laem 
has given the following account of group organization for r 
activity in his field, even prior to World War II: 
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* * * Just before the last war, we were interested in devel- 
oping a catalytic cracking process and were working on one 
ohiled Fluid Catalytic Cracking. At the peak of that effort, 
we had about 200 ghee of all sorts working on the process. 
Some of these people were professional people and some were 
nonprofessional. In the group, we had physical and organic 
chemists; we had eon we had engineers of all t 

we had lawyers, analysts, mechanics, operators, etc. The 
Research Division was working on part of it, the Process 
Division on another part, and the Development Division was 
doing the engineering and economic studies. The Baton 
Rouge laboratories were running a huge pilot plant and the 
Esso engineering department engineers were designing the 
commercial units. In addition to that, the patent and legal 
people were checking to be sure that if we did develop the 
process we would have patent protection on it. If we have 
to put all of those things together and develop the process 
in a short period of time, it is obvious that individuals today 
cannot do industrial research successfully. It has to be done 
by groups of coordinated people."* 


From the standpoint of conventional management and adminis- 
tration, this type of division of labor requires considerable organi- 
sational effort in order to integrate the diverse activities indicated. 
In consequence, some rather ornate systems of management have been 
evolved, systems that have a tendency to extend beyond the narrower 
task of integration and include efforts to administer the technical 

tsas well. The net result has been the development of systems 
of hierarchical decision-making which often include a full-time 
administrator for each 10 to 15 scientists or technicians. 


C. UNIVERSITY AND GOVERNMENT LABORATORIES: SELECTED 
CASE HISTORIES 


One may ask whether the same tendency to undertake group re- 
search with individuals of similarly diverse reg, kg exists among 
the university and Government lahevehesion: his is an important 
consideration here because this writer’s information is that these 
laboratories tend to be less managerially organized than industrial 
research groups. Again, there still prevails in the universities a 
strong tradition for scientists and engineers to have laboratories which 
are identified as their own. Notwithstanding these considerations 
group efforts appear to exist here as are found among the industrial 
research laboratories. The following exemplary cases are extracted 
from several accounts of organized research furnished by scientists and 
engineers working in university and Government laboratories. 


1. A breeder machine 


This machine was designed in order to handle the problem of growing 
microorganisms under conditions of spernns turbidity, by measure- 
ment of turbidity at 4-minute intervals. 

4 emen esearch esearch ngineering 

¢research organization which he directed. Hearings, Technology and Concentration of Economic Power, 


the Temporary National Economic Committee, 76th ., 3d sess., pt. 30, at 16293 (1940-41). 
referred to as TNEO hearings.) 
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The persons who contributed their skills to solving this problem 
physicists, physical chemists, electrical engineers, maching 
shop workers, glass blowers, and vendors of electrical components 
After about a year of experimental work the problem was solved 
A machine was designed which performed according to desired spe¢j. 
fications. This machine was notable for the fact that it could be 
produced at a cost of a few hundred dollars whereas other equipmen; 
designed to yield the same effect had required outlays of from $6,099 
to $10,000. The result was therefore of considerable interest insofg, 
as it made possible substantial economies for investigators whog 
work required carefully regulated growth of microorganisms, 


2. To determine experimentally the temperature distribution in a work. 
prece during metal cutting 

The handling of this problem required prior knowledge in the folloy. 
ing fields: physics, for flow of heat, radiation, and electrical properties: 
knowledge of metallurgy and metal cutting; surface chemistry; an 
mathematics. The occupations of the persons who contributed jy 
the course of this project included physicists specializing in heat flow 
a mechanical engineer who contributed to the experimental design 
and did preliminary calculations, and a mechanical engineer why 
syscall in the design and construction of apparatus. This project 
was also facilitated by a research scientist who had specialized in the 
design of apparatus and instruments. 


8. The development of an ultramicrotome ° 
A microtome is an instrument used for making very thin slices of 


things which can then be mounted for examination under the light 
of the electron-microscope. A Government laboratory had developed 


such an instrument for ultrathin sectioning based on mounting the | 


specimen in a brass block. The brass block holding the specimen was 
first cooled in dry ice and then was allowed to warm at room temper- 
ture. As the block warmed, it expanded in size, thereby moving the 
specimen at right angle to the cutting edge while sections were cut. 
Another laboratory decided to attempt the design of a device which 
would allow for controlled heating of a metal specimen holder by a 
wire coiled about it. Such an instrument was built and gave a con- 
trolled linear advance, allowing for very fine sectioning. 

The knowledge involved in the exetution of this project included: 
instrumentation, physics, metallurgy, and insulation. The occupa- 
tions of the persons who contributed directly to the solution of this 
problem included physicists, physical chemists, physiologists, ma- 
chinists, and an electronics expert. ; 


4. Automatic regulation of blood pressure 


The problem here was to design a machine to regulate blood pressure _ 


by controlled infusion of a vasopressor drug. The main units required 
for this machine included a blood-pressure measuring unit, an elec- 
tronic control unit, and a pump system. The purpose of this machine 
was to carry out by automatic means a function that had previously 
been done pester. Also, the machine was to carry this out on 


continuous basis by means of feedback with measured blood pressure 
used to regulate the infusion of the drug into the blood stream. 
The knowledge utilized for the development and design of this 
equipment included biological data, clinical procedures, automatic 
control system design, alternative ways of blood-pressure measur 
12 
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-} ment, and pump design. Various occupations participated in the 
| project. A surgeon contributed knowledge as to the importance of 
solving the pro lem of of blood pressure by 
| jnfusion. He also contributed clinical procedures in the application 
| of the machine. An experimental physiologist contributed know- 
. edge on methods of blood-pressure measurement. Several drug 
companies furnished biological response data for particular 
|| hese data were only partial and had to be further elaborated by 
: the investigator. Physiolo ists and electrical engineers were active 
| jn carrying out experimenta work with this machine on dogs in order 
to ascertain biological response to the drugs used. Electrical engi- 
neers contributed knowledge of servomechanism design and construc- 
| tion.’ An anesthesiologist contributed experience with another servo- 
| mechanism designed in another institution for clinical use. About 
| 95 vendors of electrical and mechanical components (small and large 
firms) contributed standard and special ne of equipment for 
building this machine. Machine designers and machine shops carried 
out the detail of design of the units and executed the construction 
of special components. ‘The laboratory of the National Institutes of 
| Health at Bethesda, Md., supplied special designs of a pum . for 
| precision delivery of small quantities, especially suitable for medical- 
| clinical applications. An experimental animal section of the research 
| laboratory maintained animals for experimental work and prepared 
them for use, as well as contributing special knowledge on relevant 
| animal physiology. A pharmacologist made available biological 
data on certain drugs that were used. An electrical engineer, 
physiologist, anesthesiologist, and animal technicians. all assisted 
in testing the equipment during development. 
The design that was finally completed included several new aspects, j 
{ including the mechanical design of a special — and development j 
, ofa machine so designed as to be readily adapta le to related types 
| of regulating problems. 
| 
| 


5. Oil-well drilling 
The following account, taken from a paper entitled ‘Trends in 
Industrial Research”’ by Dr. Clyde Williams “ of Battelle Memorial 
t 


Institute, exemplifies the team character of much of the research 
done at the Institute: 


In 1944-45, oil-well drillers in the Permian Basin oilfields 
of west Texas were having trouble with drill-pipe breakage. 
New strings of drill pipe would twist off far under the ground, 
necessitating expensive ‘fishing’ operations and replace- 
ment. Drill pipe was costly, and labor and material losses 
were running into the millions. The American Association 
. | of Oilwell Drilling Contractors came to Battelle with the 
( | problem. 


After review of all the known factors, our coordinating 


4 committee sent a metallurgical engineer to the Permian 
y | Basin to examine broken drill pipe and talk to men in the 
: field. He began shipping specimens of damaged pipe to 
4 ) Columbus, and in a few weeks metallurgists and metallog- 
. raphers were busy sectioning the specimens, and physicists 


: and experts in materials engineering, aided by corrosion 
"i "Battelle Technical Review, Battelle Memorial Institute, Columbus, Ohio (August-September 1955). 
13 


48827 O-—59 


926 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


chemists, electrical engineers, and geologists, were evolving na 
a theory to account for the failures. Our teams of specialists for 
quickly determined that drill-pipe failure was due to cor- val 
rosion fatigue, induced by the peculiar drilling conditionsof § | 
the area. ph; 

With the cause of failure determined, the problem was to pu 
find a way to prevent it. Since corrosion-resistant pipe was Int 
too costly, it was necessary to find ways to reduce or prevent dar 
corrosion and fatigue-crack formation without changing the _— for 
steel. A number of approaches were suggested. We set ) ser 
chemists to work to find chemical inhibitors and develop trie 
plastic coatings for pipe interiors; nonferrous metallurgists ma 
and electrochemists, to develop metal-plating processes; pla 
mechanical engineers and physicists to devise operati me 
procedures to reduce stress concentration during drilling; an ie 


| 
electrical engineers and nondestructive inspection specialists y 


to develop field procedures for revealing fatigue cracks before Th 
failures occur. ord 

In the laboratory work, our engineers and physicists found hig 
that the operating lifetime of pipe specimens could be val 
increased from 10 to 100 times b pct the bending inv 
stresses. A practical field method for reducing bending bro 
stresses was worked out by our mechanical engineers. Our the 
chemists and electrochemists, in the meantime, found that goe 
the addition of sodium chromate to the drilling fluid would " 
increase pipe life as much as four times, and that plastic of 1 
coatings and zinc plating would increase pipe life up to 150 che 
times. Our electrical engineers came up with visual and des 
magnetic field methods for detection of fatigue cracks in tim 


pipe before and our corrosion specialists showed in 


that pipe life could be doubled by certain cleaning practices, tecl 
The final result of the study was a set of drilling-practice dist 
recommendations. These were made by Battelle within 10 blo 

months after the project was initiated. They were adopted 
by drilling contractors, and a little over a year after the re- 8. 
search started, drill-string failure ceased to be a problemin | 1 
_the Permian Basin. con 
It is interesting to note that the research cost the drillers’ | Invi 
association $20,000. Despite the fact that many specialists che 
were used, the total time charges of these men did not aggre- 7 
gate a ppreciably. By old-fashioned research methods, it is che 
oubtful that one man could have even found the cause of peti 
the trouble within a lifetime, let alone provide a remedy. gen 
Against the $20,000 that the project cost the drilling con- | 
tractors, consider the economic benefits. Before the Battelle 9. ] 
drilling practices were put into effect, individual contractors T 
frequently lost as much as $100,000 on a single drill hole. lin 
Gross annual losses ran into millions. The entire research , 
costs were recovered by the contractors in less than 1 week pa 
of normal drilling operation. T 
6. Tritium in water ra 
01 


The problem of this investigation was the design and construction , 
of a pilot plant for the enrichment of the natural tritium contentol | fon 
water. This was done as part of a larger investigation on tritium 2 
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nature. Equipment was designed to meet the necessary requirements 
for measuring variation in the very low concentration of tritium in 
various water samples. 

The knowledge utilized here consisted of general background in 
physical chemistry and necessary background knowledge given in two 
published technical yee One had appeared 20 years before the 
initiation of this work and had given estimates of basic design data for 
large-scale tritium production. The second paper gave design data 
for microscale operation of the same kind. The occupations repre- 
sented in this experimental project included physical chemists, elec- 
trical-shop men for rename) | a motor to desired specifications, 
machinists for the design and fabrication of the machine, vendors of 
plastics with special electrical properties, and vendors of required 
mechanical components. 


1, Hot-atom chemistry 

This was a study on the hot-atom chemistry of the propylbromides. 
The problem here was to study the fate of the radioactive atom in 
order to learn what kind of chemical reactions it underwent between 
high-and low-energy states. It was found that these atoms form 
various compounds that were specified in the investigation. This 
investigation required taking the compound, for example, propyl- 
bromide, and exposing it to a neutron flux. Under these conditions, 
the propylbromide picks up neutrons, becomes radioactive, and under- 

various chemical reactions. 

The knowledge used in this work included the design and operation 
of a cyclotron, high resolution distillation column technique, organic 
chemistry, physical chemistry, and physics. The cyclotron had been 
designed and built some 12-15 years earlier, though modified many 
times since then by the cyclotron crew. The occupations represented 
in this work included physical chemists, an electrical engineer and 
technicians for cyclotron operation, organic chemists for designing the 
distillation column, physicists, laboratory glassblowers, and a glass- 
blowing firm to build special equipment required for the work. 


8, Aleohol distillation 


The problem here was to determine the effect of pressure on the 
composition of a class of chemical mixtures called aziotropes. In this 
investigation, it was determined that there was an optimum point in a 
chemical process for securing maximum alcohol in the product. 

The knowledge utilized in this investigation included detailed 
chemical engineering experience in the petroleum-chemical side of the 
petroleum industry, design knowledge of isopropenol-water units, 
general chemical engineering, design of special pressure distillation 
equipment, and technique for construction of this equipment. 


9. Flocculating agents 


‘The problem here was to develop flocculating agents for phosphate 
slime. The materials previously used as such agents were high-cost 
perro and the effort here was to develop a satisfactory starch 

erivative. 

The knowledge utilized in this work included a long background of 
experimentation in starch derivatives, specialized work in colloid 
chemistry, and general knowledge in organic chemistry. The occupa- 
tions represented in this work included physical chemists, technician 

15 
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assistants, suppliers of chemical and machine-shop 
who constructed equipment to the design of the technician assistants 
10. Thyroid gland 

This was an investigation of the thyroid gland and iodine economy 


of the human body. ‘The experimental work involved a problem in 
use of tracers, which included problems in experimental contro] 


experimental techniques, as well as problems of warranted inferene, 


from the observations that were made. 


The occupations of persons Who contributed to this experimen; | 


included the endocrinologist, who was the principa) investigator; P 


mathematician and a mathematical statistidan brought in to coungd 
on the design of experiments and on problems of warranted infereng 


from the experimental data; laboratory technicians, who assisted jy 
conducting the experiments; and statistical computers used to handk 


the resulting data. A group of human volunteers made themselves 
available for experimental observations under hospital dietary control, 


In each of these 10 foregoing cases, 1 or 2 persons were primar] 
responsible for initiating the project and were formally responsible 


for the work. In each case, however, it was necessary, for the execy. | 
tion of the work, to bring to bear the knowledge and the skills.of 4 | 


variety of persons. Under these conditions, the creative work of 
designing experiments, evaluating results, considering the merits oj 
alternative methods, and the like, takes‘on a cooperative character 

The episodes described above are not unique. On the contrary, itis 
commonplace for persons other than the principal investigators to 
contribute significant knowledge or intuitive perception to the conduct 
of particular investigations. fea the course A pti work, one 
typically does not even attempt to record the detailed nature of 
contributions from various persons. In one case described to this 
writer, a principal investigator on a research project found that he 
and his colleague could not even identify the person who had con- 
tributed one of the critical ideas in the work, owing to the fact that 
continuous informal exchanges of ideas were a regular feature in that 
laboratory. 

Indeed, the enumeration of occupations that participated in the 
projects described above is an understatement of the variety of 


persons who contributed necessary activity for the execution of the — 


work. For each of these projects involved, not only the efforts of 
individual researchers, but also the use of considerable laboratory 
equipment. This equipment was, in turn, the embodiment of a wide 
variety of technical knowledge, both of scientific predecessors and of 
contemporaries. The collaborative nature of those responsible fo 
the eapement used is underlined by the fact that in some laboratone 
special attention is given to equipment sections whose operations 
make possible rapid attack on problems. 


D. THE MEANING OF “INVENTION” 


These exemplary cases of the organization and execution of par- 
ticular inquiries have direct bearing on the meaning of “inventor.” 
It may have once been the case that single persons, operating sub- 
stantially by themselves, were able to formulate ideas, produce new 
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knowledge, and carry out the embodiment of these ideas in the form 
of new designs of things and processes,’* Itwas under these conditions, 
prevalent at the close of the 18th century, that the American patent 

tem was first formulated. Under these conditions, it is under- 
standable that the category of “inventor’’ should have had real 


| meaning in terms of the process of the production of technical knowl- 


edge and its application to the design of useful things. 


FR. THE PROBLEM FORMULATORS, THE INITIATORS, AND THE 
INVESTIGATORS 

Under modern conditions of inquiry, however, it is generally not the 
investigator in a given laboratory w o plays the role of an inventor 
and, by himself, contributes the activity required to achieve the 
experimental result. Instead, scientists and engineers now perform 
the creative roles of problem formulators, initiators, and investigators. 
Indeed, the initiator often not only formulates a particular problem, 
but also takes the lead in organizing the attack upon it.’” Nevertheless, 
the necessary activity for the solution of the problem typically requires 
the participation of various persons drawn from various occupations. 
Under many modern conditions of inquiry, in short, it is unusual for a 
single investigator or any other person to play such a part in the 
conduct of inquiry as to justify singling him out as the sole person 
respovsible for the result. Rather, he is only one of several whose 
individual activities were necessary for obtaining the final results in 
the investigations described above. No single line of activity was 
itself enough to produce the research result. 

Granted this is not always the case. The conduct of creative work 
continues to display variability, and there unquestionably still exist 
many people doing creative technical work under conditions that 
bene the historical pattern of the solo inventor. The fact remains 
that this is not the condition under which most scientists and engineers 
work today; nor does it represent the trend of modern research. 

Formal specification or designation of creative responsibility is an 
ever-present problem in technical research. There is, for example, the 
matter of informal protocol that determines who is entitled to sign 
aresearch report. Usages vary among institutions, fields, and depart- 
ments according to socially acceptable (though arbitrar ) criteria for 
designating responsibility. But the relation of such desiensten to 
reality becomes more and more difficult. For, as the sciences have 
ramified, with all their detail of experimental technique, so has the 
individual investigator tended to become more of a specialist. And 
as this occurs, cooperation among persons and occupations in their 
efforts to attain results in inquiry becomes increasingly essential.” 


ae 9 and Chandos Temple, The Temple Anecdotes—Invention and Discov (London: Groom- 
= Sons, 1865); Byrn, The Progress of Invention in the 19th Century (New York: Munn & Co., 


"In many fields of science the crucial task of problem formulation has become, to a considerable extent, 
group activity. This is plainly visible in the formal and informal discussions that occur during scientific 
a speed bull sessions, lunch-hour talks and exchanges of notes with other investigators on 

ental problems. 

" Paralleling these characteristics of inquiry are the conventions that dictate what names shall appear 
&s authors of technical papers. Differences in occupationally acceptable usages result in a varying corre- 

ence between authorship designation and participation in the work of investigation. For example, 
in some laboratories the department head appears on papers as a participating author as a matter of course. 
Generally, the s: tors to a technical paper have indeed had a major hand in the work. It does not follow, 
however, that others may not have played a part, since it is not usual to record, oom perhaps by a note of 
thanks, the various persons who may have contributed pay pas of the work. Authorship listings 


on technical papers, in short, are not always good indicators of t aracteristics of technical inquiry de- 
fined in this chapter. 
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It is true that our language has retained words like inventor, by 
its meaning is sustained by colloquial and formal usage. Howeyy 
stable the language usage over many decades, there has been, in gg, 
trast, a marked evolution in the characteristics of science and its app 
cation to the technical arts. The conditions of technical creatiy; 
of inventing, have'changed even though the term has not. Today ty 
production of technical knowledge typically results from the in. 
grated application of division of labor, at least in a great many of thy 
most important fields, and not from isolated, individual effort. 


Summary 


In summary: Modern scientific and engineering research is increas 
ingly characterized by the integrated application of the work ¢ 
various specialists. The resulting conditions of interdependenee jy 
inquiry render the soncept of the inventor obsolete to a considerabk 
extent. The functions once embodied in the solo inventors why 


dominated the technical scene are now more often than not performe( | 


by various persons working in a cooperative group effort. To th 
extent that this is true, the traditional patent system, with its emphasis 
upon the protection and reward of the inventor, necessarily becoma 
less attuned to the purpose that it was set up to perform. 


Cuapter IV. Propucers or TEcHNICAL KNOWLEDGE AND Tap 
PAYMENT 


One of the assumptions underlying the patent system is that th 
income obtained through its special property rights is significant, and 
thereby sustains the patent holder in his creative endeavors. Accord. 
ingly, the question is posed: What are the primary sources of com- 

nsation for the scientists and engineers who man the network of 
aboratories in industrial firms, in universities, in government, and in 
private foundations of various types? 

A century ago engineers were substantially self-employed. Such 
people and mechanically skilled, self-employed artisans undoubtedly 
comprised the largest number of inventors at that time. While they 
certainly drew upon prior knowledge in the various sciences and arts, 
these le did their creative work substantially as solo efforts. By 
the middle of the 20th century, however, scientific and technical cre- 
ative activity has specialized into full occupations that are mainly 
manned by employees.” 

Today, the scientific and engineering occupations are overwheli- 
ingly employed occupations, with only a small proportion self 
employed. For example, by 1930, only 4.3 percent of the total number 
of engineers in the United States were engaged as independent 
consulting engineers, that is, as self-employed persons.”! 


A. SALARY POLICY 


Scientific and technical employees are paid for carrying out 8 das 
of work rachacg 30a to their occupation, not on the basis of output. 
Salary policies for technical-research employees are designed primarily 


® The reward to the industrial employer who hires research personnel is discussed in ch. VI, below. 

*” Anderson and Davidson, Occupational Trends in the United States, at 515, 516, 546, 547 (Stanfor’ 
Stanford University Press, 1940). 

31 Td, at 550. 18 
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cou continuity of employment, and thereby continue to make 
Woeiable to. the employer the growing body of scientific and technical 
wledge. 
renpensation of technical and scientific employees on a piecework 
basis would be Se artes ere owing to the nature of the work and 
acing a value on their output. It is typically 
difficult to predict the number of man-hours and money outlay 
uired to solve a given problem. Nor can formal budgeting systems 
overcome the problems of predicting man-hour requirements that 
stem from our limited knowledge of natural phenomena and ability 
to control them. 

For these reasons and others, payment to technicians and scientists 
in industrial research laboratories is almost invariably on a sala 
basis. It is true that in some laboratories a moderate payment is 
made for filing patent memoranda, but this is unlikely to be more 
than a small fraction of the employee’s annual salary.” 

The level of incomes for scientists and engineers in industrial re- 
search is relatively high, averaging in the top 25 percent of the popula- 
tion. Ina large industrial laboratory, for example, the starting salary 
for a chemist with a doctor of philosophy degree is $7,500 to $8,000. 
Salaries for research chemists (excluding administrative employees) 
range up to $15,000 or more. 


B. PATENT ACTIVITY AND SALARY LEVELS 


In industrial-research laboratories technicians are paid for work done 
whether their efforts yield successful results or not. Indeed, the larger 
laboratories make a special point of sustained salary payments over a 
long, period, irrespective of whether the individual produces patentable 
results. 

_ Insome industrial laboratories annual bonuses are paid for outstand- 
ing contribution irrespective of whether they result in patents. 
Indeed, bonus payments based upon patent output are deemed unwise 
insome quarters. The director of one large laboratory, for example, 
objected to payments on this basis on the ground that a given patent- 
able result emanates, not from a given individual, but from the overall 
strength of the organization which, in turn, has developed through the 
work of many people over many years. caper od it is wrong, in 
his view, to single out a particular person for special recognition in the 
form of special payments. In this laboratory, instead, the manage- 
ment policy is to give recognition in the form of salary, rank, and 
public honors after considering many factors, of which the production 
of patentable inventions is only one. It is true that in this laboratory, 
money payments were once made on the basis of patents filed or re- 
search memoranda written. The result was a restraint on the flow of 
information in the laboratory. Many employees preferred to kee 

their findings secret until they could report them as whole units whic 

would attract the attention of the laboratory director and thus result 
inaspecial bonus income. This kind of activity, the director empha- 


* A payment of $100 for each case, or thereabouts, would be fairly typical. 
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sized, did not make for the sort of teamwork needed in CAITYing oy, 
research within a complicated technology.” 1 

A similar view was expressed in 1940 by Charles F. Kettering jy | 1 
charge of research for General Motors, when he emphasized the 
importance of avoiding methods of compensation which would give 
incentive to individuality in research performance at the expense of 
“team play.’ 

C. PAYMENTS TO CONSULTANTS 


consultants who are paid an annual retainer fee for advice and op. 
sultation on the conduct of research. Some laboratories also giy 
research grants to professors who function as their consultants, fj 
the view of one research director, it is a good idea to support th 
professors in this way. Sometimes, he indicated, the answer to oy 
question from a consultant pays for many years of consultant fee 
Nevertheless, the total outlay for such purposes is only a minor por. 
tion of most industrial-research budgets. Such retainers, like th 
salaries paid regular employees, represent payments for the congy}t. 
ant’s time, not payments for the production of bits of knowledge. 


The industrial research laboratories visited by this writer retaj ; 
Q 


D. PAYMENTS IN UNIVERSITIES, FOUNDATIONS, AND OTHER 
NONPROFIT INSTITUTIONS 


In universities and other nonprofit institutions, rewards to scie. 
tists, and engineers engaged in research activity typically are wr. 
lated to patents. Rather, payment takes the form of an annwl 
salary which is substantially independent of the production of par 
ticular technical knowledge. Indeed, substantial work in science js 
done by persons who receive no income at all, namely, graduate stu- 
dents working toward advanced degrees. ‘These not only produw 
new knowledge but do so at a time when they may actually be pay- 
ing fees for the privilege of working under the supervision of th 
faculty and utilizing the facilities of a university. 


ao 2 


wm & 


E. PATENTS AS A SOURCE OF INCOME FOR SCIENTISTS 


The 17-year exclusive rights given to an inventor by a patent may 
very well have been, at one time, a principal source of income to the 
inventor. Under current conditions, however, the primary income d 
scientists and engineers comes in the form of a salary that is ind 
pendent of the worth of the particular knewledge that is produced, 
whether patented or not. Accordingly, the patent rights tend tok 
separate from payment to scientists. o be sure, the taking of patents 
does have a role in the business practices of industrial firms snd t 


remains to be seen whether patenting is a necessary condition (as 


oo 


2 In January 1954 the vice president in charge of research at the Bell Telephone Laboratories wrote: 

“‘We know also that all inventing is a competitive race among individuals all over the world. It is ths 
competitive element which leads to the danger in special awards or rewards to inventors when taken outside 
the framework of their total contribution as compared with the total contributions of their 00 
‘Each man for himself and the devil take the hindmost’ may be a good motto for stimulating some kinds 
of effort but it has no place in the joint endeavor of a technical group of individuals pooling matched snd 
interlocking talents and skills. It is an interesting and perhaps significant fact that approximately | ot 
of every 4 (23.3 percent) of the inventions made at laboratories during the ee 25 involved 2 or more 
inventors.” (Bown, Inventing and Patenting at Bell Laboratories, Bell Labora Record, at 6 (January 


1954.)) 
See, also, note 18, su on the relation between formal authorship and actual division of labor in 


the ction of ledge. 
bearings, supra, note 14 ai 16310, 


= 
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reward) in determining the activity of the firm in sponsoring industrial 
—s This will be analyzed in chapter VII. 


Summary 


In sum, scientists and engineers are now largely employees paid to 
exercise their occupational skills. This payment is on a time, not a 
unit of production, basis, and is substantially independent of patent 

ing. Much of the scientific work is done in nonprofit institutions, 
and here it is carried on with virtually no accompanying patenting 
activity. 

Cuapter V. THE Cost or Propucina Trecunica, KNowLepGE 


The general condition of interdependence in research is also revealed 
in the problems of determining the cost of producing technical knowl- 
in industrial firms and elsewhere. In universities and Govern- 
ment laboratories, where the production of technical knowledge is 
an end in itself, no attempt is made to assign a monetary value to 
given research results. In industrial firms, however, the conduct 
of the research is ancillary to the commercial exploitation of the 
knowledge that is produced. Accordingly, the question arises: What 
is the worth of given research? ‘This in turn leads to the question: 
What does it cost? 

Owing to the necessarily cooperative character of technical research 
and the payment of technicians apart from any particular output, 
the cost of carrying out technical research in industrial firms is 
necessarily treated largely as an overhead cost.” 

For those in charge of industrial research, the problem of allocatin 
overhead costs stems from the pressure of those in charge of genera 
management to control the industrial research staff and expenditures. 
Thus, in their view, if the work on a project costs too much the project 
should be stopped. Cost accountants and industrial research man- 
agers have developed a range of proposals for keeping track of indus- 
tral research costs. These proposals involve methods, largely 
arbitrary in nature for categorizing and allocating the various outlays 
made in the conduct of technical research activity. The cost account- 


ig proposals range from no track-keeping at all of the activities of 


individuals, to elaborate systems of contro é 

Arbitrariness in estimating the cost of production of new knowledge 
extends to the problem of evaluating the worth of patents. Clearly, 
there are alternative possible ways of assigning money value to & 
(ade These include estimates of the production cost of particular 


owledge; income from the exclusive use of Patented knowledge; 
valuation of a patent on the basis of Patent ce fees paid, plus 


special fees such as bonuses to the contributing technicians: estimates 
the market worth of given patents if offered for sale; and finally, 


“It has been suggested to this writer that the holding of patents may have some prestige effect among 
oy men. a this writer’s experience there is no indication of the weight of this factor, if any. 
Overhead” refers to a relationship between the input and output of a given production unit or firm. 
Thus, the salary of an accountant is a direct cost in an accounting firm but an over cost when the pay- 
ment for accounting is made by a machine shop. An “over ”’ relationship exists when a given output 
{oes not vary with or is not clearly traceable to the input. 
for example, the discussion in Cost Budgeting and Economies of Industrial Research, Proceedings 
— irst Annual Conference of Industrial Research, at 224 (New York: Kings Crown Press, Columbia 
Cana 1951); also Morris, The Philosophy of Research Budgeting and Cost Control, in Coordination, 
mntrol, and Financing of Industrial Research, at 186 ff., 143 ff., and 221-228 (New York: Kings Crown Press, 
Columbia University, 1955); Taylor, Control of Research Costs, The Accountant, at 272-273 (April 1956) . 
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estimates of the income that can be gained from licensing a give, 
patent. 
Some corporations carry patents as only nominal assets, e. g., $1 


Summary 


In summary: There are no established and accepted ways of evalygy. 
ing the money worth of patents, either in terms of cost or in terms of 
market value. The cost aspect is of greatest interest here. The diff. 
culty in evaluating the cost of producing a given patent stems from 
the character of research. Where the activities of many persons mys 
be integrated as necessary conditions for the production of give, 
knowledge there are no known methods for obtaining an objectiy, 
ee of the total worth of the inputs required to produce a givey 
result. 


CuapTrerR VI. DETERMINANTS OF THE PRODUCTION OF TECcHNIQy, 
KNOWLEDGE 


The role of patents in relation to the promotion of research may be 
clarified by looking at them in another perspective. What are the 
decisive factors that determine how, and to what extent, manpower 
and other resources shall be applied to scientific and technical inquiry? 
For this discussion two different areas of research activity must 
separately examined, to wit, by nonprofit institutions and by industrial 


A. RESEARCH BY NONPROFIT INSTITUTIONS 


In universities and other nonprofit laboratories, most scientific 
work is carried out for its own sake. Additions to knowledge about 
natural phenomena are regarded as ends in themselves and their 
expressioa is normally achieved through the free publics of the 
results of inquiry. In the universities, the control over the kind of 
work to be done and the selection of problems to be attacked, rests 
primarily in the hands of the responsible investigators, subject, of 
course, to the general limitations applicable to the particular institu. 
tion or department. Under these conditions the pace of work is 
substantially controlled by the resources available for staff and 
porting equipment, buildings and the like, and, of course, the 
and enthusiasm of the research personnel. 

To scientists and technicians operating in nonprofit institutions, 
in other words, the main end-in-view in doing the work is the work 
itself. No ulterior justification is required to justify the appropriate 
ness of particular inquiry. 

The successful solving of important scientific prone of course, 
has important occupational effects, e. g., in establishing the relative 
status of the individual investigators, but it does not have much 
bearing, in and of itself, upon the question whether the particular line 
of research is deemed more or less important than some other line, 


B. RESEARCH BY INDUSTRIAL FIRMS 
In industrial firms « variety of channels may be followed in deciding 
low much research will be done and in what fields. There appeor 


% For recent discussion of the problems involved in assessing the monetary worth of patents, see Rody’ 
Patent Asset Evaluation, 37 J. P. O. 8. 571 (1955). 
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to be little regularity among companies in the ways that research 
roposals originate. In one major firm, research and development 
rojects originate with an administrative head. In another case, the 
Pitiative comes mainly from the operating divisions of the firm, such 
divisions constituting the primary “customers” for the research 
laboratory’s results. Another firm has a still different method involv- 
‘ng a combination of division-inspired suggestion plus formal analysis 
of company problems by top administrators. In another instance, 
top management sometimes specifies the broad fields requiring addi- 
tional work, with the laboratory personnel free to choose research 
problems within those limits. As the foregoing illustrations show, 
within the limits of the broad objectives of the firm in its industry, 
yarious criteria may be used in ac gua. 2 research projects and in 
making decisions on the scope of such work. 


1, Research on products 

Designing new products and redesigning existing products is one of 
the dominant ends-in-view of industrial research laboratories. This 
work of product development plays an important role in the “pm, onl 
tion among firms for control of markets,” and consequently, has been 
an important criterion in the selection of industrial research projects. 
In this area, the large firm, by virtue of its resources for industrial- 
research operation, has a substantial advantage over its smaller 
competitors. 

The managers of the industrial research laboratories visited by this 
writer have developed specific criteria for selecting research projects 
for purposes of product development. One director indicated a prefer- 
ence for new fields in undertaking research activity. As a rule, this 
firm avoided fields being heavily patented by other firms, although 
many industrial research laboratories are extensively used for develop- 
paner designs or processes to circumvent patents held by competing 


2. Research on production methods 


One of the major areas of competition among firms for advantage 
on the cost side takes the form of a battle for cost reduction. This 
includes methods of producing a given product, alternative raw mate- 
rials for a given product, and alternative designs. This form of com- 

tition by means of technical methods among‘firms takes on especial 
importance as market price in a given field is administered. Under 
such conditions competition among firms for relative advantage often 
tends to be pushed to the cost side of operations. Therefore increased 
emphasis is placed on cost reduction in all its aspects. 

dvantages gained by a firm in these spheres of cost competition 
and product design are one of the major factors affecting a firm’s 
relative position in its field. Accordingly, the managements of some 
of our large industrial research establishments have developed routines 
for reviewing the character of the researches underway in order to 
maximize the advantage of the firm with respect to product and cost 
competition. 

same firm put half of its research outlay under the control of the laboratory management and the 


other half under the control of the various divisions which specified research projects according to their needs. 
oe a estimate obtained from several men with wide industrial research experience who 
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8. Variation in research activity among countries 


Most industrial countries possess patent systems. If the operation 
of a patent system were the controlling factor in determinj 
outlay for industrial research, we should expect to find substantig) 
similarity in research activity among fully industrialized countrig 
That, however, is not the case as an examination of comparable dat, 
for England and the United States shows. Thus, in 1951 a sample 
study of 278 industrial firms in England disclosed that regard, 
and development outlays amounted to 1.49 percent of net sale: 
whereas, in the United States (1,934 firms), the ratio was 2 pergen; 
during the same period.” 

Another way of viewing relative outlays for technical research ig thy 
number of engineers and scientists. In England in 1951 there were 37 
engineers and scientists per thousand of the population. For 1954 
the United States figure was 5.2. Thus, assuming no major 
from 1951 to 1954, the number of such persons per thousand of 
population was 40 percent greater in the United States than jp 
Great Britain.* More recent investigations of United States ang 
British research activity disclose similar patterns.** 

The manifestly larger relative outlay ae scientific and engineering 
work in the United States as against Great Britain does not appes 
to be reasonably attributable to patents since both countries posses 
a patent system. It would seem, in short, that the operation of, 

atent system could not have been a controlling factor in determining 
industrial research activity.® 


4. The patent as an instrument of competition 


From 1941 to 1954 there was a greater than twofold expansion in the 
number of research scientists and engineers in the United States, 
stiri the same period the number of patents annually granted 
actually declined. Even if allowance is made for the fact of delays 
in the Patent Office, there is no escaping the fact that patent activi 
has not increased to the same extent as has the intensity of ar 
schiyity This suggests to this writer that patent-taking does not 
in itself appear to be a crucial factor in the operation of industrial 
research facilities. 

Although patents may not be a controlling factor in determining the 
production of technical knowledge, they do appear to be a factor in 
determining investment decisions, at least according to informatio 
on company policies given to the writer. The holding of particular 
patents, for instance, may determine which firm in an industry dow 


82 Federation of British Industries, Research and Development in British Industry, at 10 (Londo: 
1952), Bureau of Labor Statistics, Scientific Research and Development in American Industry, #% 


(1953). 

33 National Science Foundation, Scientific Personnel Resources (1955). Genere] Registrar Office, Census 

i. wed Britain, One Percent Sample, Tables Part I at 32-41, 42. (London: Her Majesty's Stationery 
ce, 

% Rudd, Expenditure on Scientific Research and Technical Develo t in Britain and Ameria 

partment of Scientific and Industrial Research, Intelligence Division), presented at section F of th 

ritish Association, September 4, 1956. 

35 Rather, this difference can probably be accounted for in terms of some major differences in aha 
tion of the industrial firms of the respective countries. bas wig a the distinction lies in the 
different pressures on the managements of industrial firms in the two countries. In England, until ale 
World War II the home markets for industrial and consumer products were relatively stagnant and 
heavily cartelized, while the Empire markets were relatively protected areas. In the United States a 
the other hand, the managements of industrial firms have been competing for position in a large, 
ing home market for both industrial and consumer goods. See the analyses in Brady, Crisis in Britain 
(Berkeley: University of California Press, 1950), especially chapters 1 and 13. The relative intensity 
of research activity among American industrial firms may be traceable to the growing pattern whereby 
firm strives for competitive advantage through product and cost competition. 

Another factor that has a major effect on management’s industrial research outlays is the pressure {0 
developing productivity-increasing production methods in order to counter the growth in the relstire 
cost of labor. See Melman, Dynamie Factors in Industrial Productivity (New York: John Wiley, 1#). 
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the primary investing in a given productline. In this respect the hold- 
ing of patents can be an instrumental device in the competitive 


le. 

athe managements interviewed in the course of this investigation 
reported uni ormly that the major factor in the operation of their 
research laboratories and in research decisions has been the extent to 
which new knowledge gave advantages to their own firm, not the 
extent to which it resulted in income from patent licenses. Indeed 
fees from the latter accounted for not more than 10 percent of annual 
outlays for industrial research,** 

While the opportunity to obtain patents does not appear to have a 
controlling effect upon the intensity of industrial research activity, it 
can significantly affect its timing and location. Research on indus- 
trial machinery, for example, is typically carried out by the users or 
by the conventional vendors of such equipment. pe) 

Finally, patents are widely used as instrumental devices in compe- 
tition among firms. Aspects of this use of patents have been recorded 
in court records, in the hearings and reports of various governmental 
bodies, and in other studies of the patent system.” 

It should be emphasized, however, that the patent is only one of 
many devices and techniques that have been used in interfirm 
competition.* 

5. Industrial research and the promotion of science and technology 

There can be no doubt that many of the results emerging from in- 
dustrial research laboratories are ne Bs te to the promotion of science 
and the useful arts. It is nevertheless the case that the advancement 
of knowledge as an end in itself is not an objective of industrial research 
activity. Poesibilities for industrial firms to facilitate the promotion 
of science and technology by the expenditure of large resources have 
existed for a long time. The scale of present industrial research out- 
lays and their growth is traceable not to the search for knowledge in 
itself but to the fact that the production of new technical knowledge 
has become an increasingly important competitive weapon in the 
struggle for position in industry. 

6. Research facilities as assets 


Owing to the critical role played by industrial research organiza- 
tions in interfirm competition, the very existence of such research 
organizations becomes an important factor in determining the relative 
standing of firms. Industrial firms now need engineers and scientists 
to serve as a reservoir of knowledge for directing the development of 
new products and new production methods. As a result, the very 
possession of the industrial research laboratory means possession of 
the means for producing new knowledge that foods into product and 
process development technique. It should be noted that these values 
in an industrial research facility exist quite independeatly of whether 


* It is true that some firms make a specialty of developing patent rights and licensing them at fees which 
in the aggregate, are a substantial portion of the firm’s total incom2. This practice, however, was not found 
wae ral a industrial research establishments examined during this inquiry, and does not Appear to 


valent. 
See, e. g., Vaughan, The United States Patent System (Norman: University of Oklahoma Press, 1956), 
an excellent bibliography. 


of Competition (New York: McGraw-Hill Book OCo., 1936). 
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atents are taken out or not. The operation of industrial 
acilities thus becomes, in itself, a form of insurance for protecting » 
advancing the relative position of the firm in interfirm competition ® 


Summary 


In summary: The discussion in the preceding chapters has ind. 
cated that the leading characteristic of the production of technic 
knowledge under modern conditions is the division of labor, and th 
necessary integration of work that must These mod. 
ern characteristics of the production of technical knowledge are 
flected in the manner of payment of engineers and scientists.  Thisig 
ny on @ salary basis, that does not vary with output per upj 
of time. 

These features of research activity are also reflected in the problem 
of determining the cost of performing particular research activity, 
Such costs are usually overhead in character, and therefore are no 
necessarily traceable to particular units of research output, This 
overhead character of the industrial research cost structure stem 
from the integrated character of much of the creative activity that js 
involved. 

Finally, it is noted that the factors influencing industrial researc 
activity are the changing circumstances of interfirm competition, 
much more than the availability of patents. Likewise, the condug 
of research in universities and other nonbusiness groups is largely 
independent of patent considerations, since in the nonbusiness labo. 
tories knowledge is | tae for its own sake and the search for knowk 
edge irrespective of its commercial and industrial value, is a primary 
criterion in selecting research projects. 

Against this background of conditions surrounding modern technical 
research, this inquiry now turns to an evaluation of such research and 
technical knowledge in terms of its use as property. This is the major 
theme of part II. 


On this matter it is instructive to review the in 1940 by Charles F. 
president in charge of research at General Motors Corp. C hearings, supra, note 14, at 
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PART II. THE USE OF TECHNICAL KNOWLEDGE AS 
PROPERTY 


VII. Impiications ror Business 


What are the implications from the business and competitive stand- 

int of a firm taking out patents? To answer this, one must first 
examine the extent of patenting activity and ascertain whether it has 
kept pace with the expansion of business-sponsored research and 
development. Secondly, the use of peut as @ weapon in interfirm 
competition will be reviewed. Finally to be examined is the question 
whether extensive patent holdings are a necessary condition for 
successful competition among firms. 


A. PATENT ACTIVITY AND BUSINESS-SPONSORED RESEARCH 


Among persons who are active in the patent field, there is. sub- 
stantial agreement that the opportunity to obtain patents has been a 
potent incentive for research outlays by industrial firms. If this 
assumption is valid, it supports the contention that patenting is an 
important factor in industrial research. But do the facts hg sett the 
assertion? One way to find out is to examine the relation between 
patenting and research activities. The relation between research and 
patent activity can be approached in two ways, to wit, in uggregate 
terms and through the detailed records of particular firms. 

For the period 1941-54 there are reliable estimates of the total 
number of research scientists and engineers in the United States. 
These data can be compared with the number of patents granted on 
inventions by the Patent Office. The data of table 1 show a dramatic 
growth in the number of scientists and engineers from 87,000 in 1941 
to 194,000 in 1954, an increase of 120 percent. During the same 
period the number of patents issued shows a marked fall. Even if 
allowance is made for administrative problems of the Patent Office 
and other factors, the larger picture that emerges is plain enough. 
There has been no growth in the number of patents ‘olen on ‘nven- 
tions that matches the increased number of scientists and engineers 
in the industrial and other research laboratories in the country. 

“ One may properly ask whether it takes more manpower and costs more to make agiven invention today 
than it used to? ~The data available here do not give a direct answer to this question. The several tables 


shown in this chapter do show, however, that the differences in rates of development between technical 
pe sey roe (and budgets) and patenting are large, both in the long run (1900-1954) and during shorter 


—_ lag in patenting activity shown by these statistics. The writer is advised that there is no indi- 
of any steady upgrading, over the decades, in the Patent Office standards of invention which would 
sccount for the reduction in patenting—at least to an extent beyond that which would balance the increased 
competency of technicians. Whitmore, What’s Got Into the Office Lately? 29 J.P.0.8. 869 (1947); 
Subcommittee on Patents, Trademarks, and Copyrights, 84th Cong., Ist sess., 
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TaBLeE I.—The number of patents granted for inventions in relation to the 
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of research scientists and engineers 
Index of 
Research growth of Patents oa 
scientists and research granted for Patents 
engineers! |scientistsand| inventions? | granted fy 
engineers inventions 
87, 000 100 41, 184 Ww 
125, 000 144 20, 149 
1954..... 194, 000 220 33, 872 
1 Department of Defense, Office of the Secretary of Defense (Research and Development), The Growthy| — 
Scientific Research and Develppment, at 12 (1953). 
2 Department of Commerce, Historical Statistics of the United States, 1789-1945, at 312 (1949); Statisticy 19 
Abstract of the United States, 1954, at 520 (1954); id., 1955, at 505 (1955). 2 
19 
Even more striking is the lag that appears when one examines tech} 
nological effort generally. Activity in patenting as compared with} 


change in the total number of scientists and engineers, not just thoy! - 
engaged in research and developmen‘ work, is shown by table2. 
this table shows, from 1900 to 1954 there occurred a massive expa.| 
sion in the number of scientists and engineers from 42,000 to 691,09) 
an increase of 1,600 percent. In contrast, over this same period thy 
largest increase shown in any given year in the number of patent 
granted was only 83 percent over the number granted in 1900 and iy 
most years the increase was even smaller than this. The relationship 
between the growth of the number of scientists and engineers and th 
number of patents granted is reflected in the fifth column of table} 
by dividing the index of patent growth by the index showing th 
growth in scientists and engineers. The data show a steady an 
sistent decline from 1900 to date in patenting as compared to over 
scientific and engineering In other words, activity 
taking out patents has lagged increasingly behind the total activity 
in science and engineering, as indicated in the growth of the total 
population of scientists and engineers, until today it is Jess than one 
tenth of what it would be had it kept pace. 


41 It may be suggested that the 


wth in Government-contracted research work during recent years my 
involve the employment of technical men on work that is not conducive to patenting by the contractr 
firm, since the patents would be Government-owned. © “‘\is would not, however, explain the decline shon 
in table 2 which shows relative omy activity since 1900. Nor does it explain the situation among th 
individual firms, as shown in tables 3 to 6 and in figure 1. Of the firms, only one is very active in Goven- 


("| aeeiaaaas and the data for this firm have been adjusted to exclude the Gm 
staff. 
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qaste 2.—The number of patents granted for inventions in relation to the growth of 
engineers and scientists 


(1) (2) (3) (4) (5) 
Index of 
Index of Index of relative 
Scientists growth of Patents growth of growth of 
and scientists | granted for patents patenting in 
engineers ! and inventions ? nted for —— - a 
engineers col. 
[(4) +col. (2)X 
100] 
100...-------------------------- 42, 000 100 24, 660 100 100 
2 ES 86, 000 220 35, 168 142 65 
135, 000 320 37, 164 150 47 
Se 227, 000 540 45, 243 183 34 
eS 310, 000 740 42, 333 171 23 
9 Te 573, 000 1, 360 43, 072 175 13 
RS 691, 000 1, 640 33, 872 137 
‘National Science Foundation, Scientific Personnel Resources, at 9 (1955). 
Department of Commerce, Historical Statistics of the United States, 1789-1945, at 312 (1949); Statistical 
Abstract of the United States, 1955, at 505 (1955). 


When one turns from the general to the specific and examines the 
detailed data of the firms that were sampled for this investigation 
the sa’ e picture is presented, differing only in degree. Detailed 
statistics covering major firms in the electronics, chemicals, trans- 

rtation, and petroleum industries are presented in tables 3 to 6. 

Table 3 shows the data for firm A during the period 1950-55. There 
was a threefold increase in the number of scientists and engineers 
engaged in research and development, and the number of engineers 
engaged in manufacturing (i. e., concerned with the design of produc- 
tion facilities and related activity) increased in about the same 
degree. During this period there was also an increase in the number 
of patent applications, but in contrast to the almost fourfold increase 
in the Comber of engineers and scientists employed in research, these 
increased by only two-thirds; in other words, at less than half the 
rate that research activity increased. 

In firm B (table 4) the available data show the development from 
1940 to 1955. Although detailed and exact statistics were not 
available, it appeared that the number of patent applications on 
inventions made during this period Sectuatel between 300 and 350 
each year. During this same period, however, the number of 
scientists and engineers in the laboratories increased by about 40 

ent. 

The data for firm C are more complete, insofar as they show both 
the patents issued for selected years and patent applications filed. 
By both criteria, patenting activity ned. a manifest decline over 
the period 1940-55, while the number of research scientists and 
engineers in the firm increased about 50 percent; again, showi 
patent activity increasing at less than half the rate that resear 
— increased. 

In the case of firm D, the picture is different. Here, there was a 
doubling in the total research and development staff from 1940 to 
1955 which was accompanied by a proportionate, and in some years 
even greater, increase in patent activity. The management of this 

includes a patent staff, with an ‘elaborate file of patents, 
both domestic and foreign, that relate to its sphere of activities. This 
29 
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is not sufficient to explain the difference in patenting activity, hoy. 
ever, since the same holds true for the other sampled firms. One gly 
to the performance of firm D wy d be found in its policies as to why 
constitutes appropriate material for patenting. Senior executives q 
the industrial research facility indicated that an effort is madg 4 
secure patent coverage in as much detail as is permissible within th 
framework of patent practice, and not to limit oneself to key pateny 
Indeed, the management of these laboratories advised this writer th 
competent outsiders had characterized the firm’s patent coverage 
one process as the most elaborate they had ever encountered. It} 
also noteworthy that in this firm, an employee is rewarded for pate 
applications filed by receiving a special bonus of $100 for such 
application attributable to him. 


TABLE 3.—Firm A—Patenting, and employment of scientists and engineery 


Employment of scientists 
engineers 


In research In manu vention 
facturing 


and devel- 
opment 
1950 520 554 8 


Nore.—The original data have been altered by a constant factor to avoid disclcsure of source, 


TaBLeE 4.—Firm B—Patenting, and employment of scientists and engineers a 
research and development 


Year Employmes 


and engineers} inventions 


1940. 1, 863 

1945 2,101 
1950. 2, 022 300-0 
2, 658 300-380 


Nore.—The original data have been altered by a constant factor to avoid discl. sure of source. 


TABLE 5.—Firm C—Patenting, and employment of scientists and engineers in 


researc. 


Employment Patents {| Patent 
Year of scientists issued cations 
and engineers 


1 1056, ist quarter, 39. 
Note.—The original data have been altered by a constant factor to avoid disclosure of sources. 
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“Tasuz 6.—Firm D—Patenting, and employment in research and development 


Total re- 
Year search and Patents 
development issued 
staff 

1, 301 132 
1, 990 228 
1, 860 359 
2, 528 247 


Nors,—The original data have been altered by a constant factor to avoid disclosure of source. 


In these tables relating to patent activity and research personnel, 
the data reflect the employment of the professional scientific staff. 
They do not take into consideration the outlays in plant and equip- 
ment that accompany the employment of larger scientific staffs. A 
hody of data are available for firm E which show, for 1941-54, both 
por research expense and the number of patents granted. The data 
have been cast in the form of index numbers as shown in figure 1. 
The outlays for 1941 are taken as the base period. During the period 
reviewed the number of employees in research and development doubled 
and major additions were made to the plant and its equipment. 
Total research expenses show sustained increase until, by 1954, they 
were nearly five times the prewar level. Yet, over the same period 
the number of patents granted, while fluctuating somewhat from 
year to year, never exceeded by more than 60 percent the number 

ted in 1941. 

TEtagether, the data for these particular firms indicate that major 
expansions have been undertaken in research activity in order to meet 
business requirements. The same cannot be said of the intensity of 

venting. Apparently, the research requirements of these firms have 
see satisfactorily met without a proportional increase in betentng. 
Such net results are hardly to be expected if, as is sometimes suggested, 
potenting is the primary or even a major incentive in de 
industrial research outlays. On the contrary, the data here indicate 
that, within the business structure here under study, patenting is not 
necessarily closely related to industrial research activity. 


© The relative amount of time of industrial research management devoted to provides 


patent matters 

no conclusive indication, although it has some bearing upon the importance attached to patenting by 
research managements. The sampling of firms made in the course of this investigation indicates 

that, on the average, the amount of time devoted by research directors to supervision of patent affairs varies 
substantially among firms, from less than 5 percent to about 25 percent of their working hours. This varia- 
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Ficure 1.—FirM E—PAaTENTS GRANTED AND RESEARCH EXPENSE, 1941-54 
INDEX NUMBERS 


RESEARCH EXPENSE 


PATENTS GRANTED 


19421944. «19481950 «19521854 
B. TACTICAL USE OF PATENTS 


While the total number of patents issued has not kept pace with the 
expansion of business-directed technical research, the tactical use of 
atents in the interests of interfirm competition has been a sustained 
eature of management practice. Patents have served (1) as guides 
to areas of investment, (2) as markers for research fields, (3) as the 
basis for trades among companies, (4) as devices to facilitate financial 
returns on research investments, and (5) as bases for fraternization 
with the nonindustrial scientific and technical community. These 
will be discussed in order. 


1. Patents as a guide to areas of investment 


In various ways, patent ownership plays an important role in 
decisions on new plant investment, especially as that concerns invest. 
ment in new products: The holding of patents, backed by experienced 
legal staffs, is regarded as providing protection against infringement 
suits by other firms and thus assures greater ‘‘freedom to use” particu 
lar knowledge. 


2. Patents as markers of research fields 


In conversations with managers of industrial research units, the use 
of patents as devices for fencing off research fields, was repeatedly 
stressed. In order to serve this function, a blanketing operation & 
called for whereby several dimensions of an area of research are staked 
out through extensive patent coverage. 


a 3 example, Vaughan, The United States Patent System (Norman: The University of Oklshom 
ae 32 
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There is another side to this functioning of | son gre Insofar as one 
frm may mark off a given area, competitive s may be stimulated 
to develop something new or different. Accordingly, a substantial 

of the product development activity in many companies consists 
of researches directed to designing products and processes which 
wil enable the researcher to circumvent patents already held by other 
frms. One industrial research director indicated that they keep an 
active watch on the patents taken by other firms, in order to block or 
circumvent developments that may originate elsewhere. Tactics of 
this type, of course, are ideally suited for large industrial organiza- 
tions. Only units of substantial size can marshal the arrays of di- 
yersified talent needed for this type of interfirm combat. 


3. Patents for trading and income purposes 


The use of patents as instruments for trading among firms ranges 
from bargaining over single patents to intricate arrangements of a 
broad cross-licensing character. Certain of the larger firms in the 
United States, for example, prefer to arrange extensive cross-licensing 

eements with their counterparts in other countries. In this way, 
as they see it, the patents of both are usable both ways and sub- 
stantial benefits accrue to each party. Cross-licensing on a large scale 
is also sometimes undertaken between firms in separate industries. 
The practicality of such arrangements stems from the pervasive 
relevance of given technical knowledge. For example, new knowledge 
brought to light in the laboratories of a chemical industry firm, 
can be important to firms in the machinery, electrical goods, or tex- 
tile industries. 

Trading in patents also occurs on a single patent basis. This may 
occur even where firms are in a competitive position in the sense 
that product lines and the underlying technical knowledge may over- 
lap. Where this occurs patent claims or areas of patent claims also 
overlap. At such times a stock of patents is regarded as a useful 
resource for trading or bargaining among firms. 

ing or licensing may also be undertaken for the primary pur- 
pose of obtaining income. On the whole, however, it appears that 
the major industrial firms have not developed their patent holdings 
with the aim of securing major incomes from licensing. One leading 
firm, for example, with research outlays of $25 million a year receives 
an annual income from several hundred licensees that nevertheless 
amounts to only 10 to 15 percent of the annual research expense. 
These license fees tend, in some cases, to be merely nominal in amount. 
The writer’s industrial informants emphasized repeatedly that the 
conduct of research, and the pursuit of patent holding, were primarily 
designed to protect and expand the competitive position of the firm— 
rather than to secure income from licensing fees.“ 


4. Safeguarding returns on research investments 

In the view of the research managers consulted the holding of 
patents also serves the function of safeguarding the investment made 
im research by means of the exclusive property rights vested in the 
patent holder for a period of 17 years. They urged repeatedly that 
ashorter period of patent holding, say, 5 years, would be unsuitable 

this standpoint. 

“Bee note 8, supra. 
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One large firm put it this way in estimating the average time requir 
to move from the initiation of a new technical idea to the profitghj, 
marketing of a product: Fundamental research normally has requ 
about 5 years, followed by a 2-year period of commercial dey 
ment which, in their experience, is being reduced by more conom, 
trated effort; thereafter, the manufacturing department developme, 
for a new product requires about 5 years; following these stages », 
indefinite number of years are required before the new plants: begy 
to yield a profit on the investment. 

n the basis of these estimates, the time required for getting a retyp 
on the initial research is not less than 12 years, and may well run thy 


full 17 years or more. In these circumstances, the 17-year period g' 


patent right may be quite inadequate from the standpoint of getting, 
return on research investment, even if patents are taken late jn 
development cycle. The fact is, however, that the 17-year period) 
often significant, not necessarily as it applies to a single patent, by 
rather as it applies to an accumulation of concurrent and successiy 
patents on a given product or process. When a basic patent is suppl. 
mented by additional improvement patents, the practical effect m 
be to extend the period of effective patent protection well beyond th 
17 years, notwithstanding the expiration of the original patent. 


5. Fraternization with the scientific community 

Once a bit of knowledge has been embodied in a patent, industria 
research managers advised this writer that their scientists and eng 
neers can be free to discuss this knowledge, at least within the limi 
of the disclosure contained in the patent. 

Industrial research managers place great importance upon th 
ability of their staff to fraternize, as they put it, with the genenl 
scientific and technical community. This contemplates more tha 
just appearing at the meetings of technical societies, for example, ani 
absorbing the knowledge set forth there. Rather, the position of th 
staff is enhanced if members can appear and make aflirmative co 
tributions in the form of technical papers. Their ability to do thisi 
facilitated by the fact that patents have already been applied for 
thereby staking out a property right in a given area of knowledg, 

The significance of this type of participation for the promotion 
science and technology will be discussed further in chapter IX. 


C. TECHNICAL KNOWLEDGE WITHHELD FROM PATENTING, AND ITS 
SIGNIFICANCE 


Restrictions on patentability sometimes limit the information ~ 
vant to a given design or process that is embodied in the patent, 
other instances, however, managements prefer to withhold certam 
knowledge from public view, in any form, regardless of patentabilify 
Included in this category is that considerable body of information 
relating to production detail, referred to as know-how. 

An example of the problems posed by this practice is found in the 
recent A. T. & T.-Western Electric antitrust case. pe 
Following the announcement of a consent decree which settled 
suit, certain licensees were interviewed by the New York Times. It 
reported their comments on the activity of A. T. & T. as follows: 
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“* * * They must have spent millions on the symposia 
they conducted just to educate us and get us in the business. 
After all, patents give only the bare essentials,’ commented 
the chief executive of another pioneer in the transistor field. 
“They gave us the know-how in the many meetings they 
conducted.” 


This writer pursued this problem with the managements of several 
industrial research laboratories. The question asked was: ‘Would it 
be possible to operate the * * * process with the information given 
in the network of patents which cover this process?”’ The answers 


| were “No” even in the cases where patent coverage, in the opinion of 


competent persons, was unusually comprehensive. Often, much 
information of an unpatentable nature is required to operate satisfac- 
torily @ given process or to produce a given product, including, among 
other things, detailed information accumulated in the operation of 
pilot plants and the initial periods of full-scale production. In the 
case of new products, it includes the relevant experience accumulated 
in the early period of production, during which many minor modifica- 
tions may be made in the design or in the production process. The 
accumulation of this know-how is as necessary for the economic 
operation of a process, or production of a satisfactory product, as 
is the information given in the patent. 

Such data are typically unpublished, and remain as confidential 
information in the hands of the technicians and operating staffs of 
manufacturing plants. ‘They may be partially recorded in the form 
of operating or manufacturing design specifications. In many firms 
a sustained effort is made to retain exclusive access to such knowledge 
and systematic security measures are applied, to prevent its dis- 
dosure to outsiders**— measures that may prove quite effectual in 
those instances where it is not pratt to ascertain manufacturing 
method details from the finished product itself. Owing to the im- 

trole of such nonpatented knowledge, a patent license typically 
includes as well the know-how on building and operating the necessary 
plant facilities, and the cost of furnishing such information is included 
in the license fee. 


D, BUSINESS CRITERIA APPLIED TO THE PRODUCTION OF TECHNICAL 
KNOWLEDGE 


Business management has been enlarging its outlays for research 
and development at the rate of about 10 percent a year, and has 
thereby been extending its sphere of managerial control into the area 
of the production of new knowledge. By 1952, the total national 
ier, for scientific and engineering research amounted to $3.75 
billions, of which $2.5 billions was for work in private industrial estab- 
lishments.* 

For business as a whole the significance of this expansion lies in the 
fact that the criteria of the business process are thereby applied to the 


“ New York Jan 25, 1956. 
“The eee? identifieation badges, and security checks that surround industrial laboratories 
we evidence of these security measures. 
U. 8. Bureau of Labor Statistics, Scientific Research and Development in American Industry, at 1 
{. Current estimates place the fi at more than $5 billion, of which almost 50 poems comes from 
and most of the remainder from industry itself, with a minor contribution (in dollars) em- 
anating from universities and foundations. New York Times, January 2, 1957, at 49. 


35 


table 
quired 
Velop. 
ONcep. 
pment 
38, 

begin 
retun 

ting 4 | 
riod js 
it, but 
cessive 
supple. | 
ot may | 
nd the 
on. the 
than 
le, and 
of the | 
COl- 
this is 
ed. for 
wledge. 
tion of 
D ITS 
certall 
ability. 
mation 
-in the 
od that 
It 

|_| 


948 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


selection of research projects, as well as in deciding what is to 7 
published and the timing of publication. These aspects of technigj 
research are closely related to the central concern of this study 
namely, the promotion of science, and therefore will be treated ; 
chapter IX, below. 


E. CONTROL OF TECHNICAL KNOWLEDGE AS A FACTOR OPERATING 
THE ADVANTAGE OF LARGE FIRMS 


Only firms of relatively large size can afford the sustained outly 
involved in operating major research facilities. Moreover only ty 
larger firms are able to undertake the kinds of many-sided research 
into particular problems which yield an interlocking network ¢ 

atents covering a given subject matter. The advantage of this 
atter is emphasized by the managers of industrial research who ing. 
cate that, from the standpoint of patent protection, what is mog 
valuable is a rounded development and the portfolio of patents thy 
pertains to it. But such patent coverage of a many-sided character; 

ossible only as a consequence of a major research effort and this cy 
i undertaken only by laboratories of size.” 

Given this situation, the formal ability to apply for patent right 
does not necessarily provide advantages to ‘ifforent-ize firms jp 
direct proportion to their size. In other words, the small firm wih 
10 percent of the total patent coverage possessed by a competing lap 
firm with respect to a given process, may not have the equivalent i 
10 percent of the control over that process, but something consi. 
erably less. In the light of these considerations, the control of exte- 
sive research laboratories has come to be regarded as a critical busines 
asset in its own right.” 


F,. PATENT POLICIES AND SUCCESS IN BUSINESS COMPETITION 


The evidence made available during the course of this investigatio 
disclosed that there is no necessary correspondence between aggressir 
patent policies and success by business criteria. All of the firms whow 
activities were examined for this investigation were firms of large siz, 
each eminently successful in its own field by every test of busines 
success. Yet there is substantial variation among them in th 
importance attached to patent practice. Some firms use patents 
extensively and do well. Others virtually disregard patent rights # 
a possible asset and competitive weapon and also do well. In shor, 
while patents can be and are used as instruments of business compet 
tion, aggressive patenting policies do not appear to have been nece 
sary conditions for the attainment of business leadership in th 
industries studied. 

# Ralph Bown, vice president in charge of the Bell Telephone Laboratories, wrote in the Bell Latorstads 
Record, January 1954, “What we publish we decide in the interest of the Bell System as a whole,” Ths 
statement is important, not for its novelty, but for its pe roma upon the business considerations unde 
lying the policy decisions—in contrast to other possible criteria for publication, such as the promotion of 
science and the useful arts. 

49 See note 11,supra. Also, see the discussion on Patents as Markers of Research Fields, sec. B (2), sup. 

50 Large firms have other types of advantage as well, in the production of technical knowledge. In Belt 
where instrumentatior is important, for example, there is a cumulative effect from gathering, over baisy 
special types of measuring equipment, expertly designed and constructed. Such an accum a 


material vastly facilitates many experimental operations, This type of advantage is uniquely possible fr 
the larger laboratories in a given field. o si 
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Summary 


In summary: On the basis of the evidence at hand it is clear that 
tantial extension of research under business control has been 
carried out without parallel expansion in the number of patents taken. 
That is understandable since the determinants of industrial research 
activity, as shown in chapter VI, are not dependent upon the availa- 
bility of the patenting privilege. At the same time the tactical use of 
atents has continued as an important instrument in interfirm com- 
tition. Large firms, especially, have enjoyed advantages in their 
utilization of the patent system. ‘This tactical use of patents as a 
control over the use of knowledge has been supplemented by manage- 
ment-operated security systems designed to restrict access to technical 
knowledge. Finally, it is indicated that while patents do play a role 
in inte competition, their ‘aggressive manipulation has not been 
a necessary condition for business success, since firms which have 
pursued a “low pressure’’ patent policy have also enjoyed such success, 


Cuaprer VIII. Impiications ror THE UNIVERSITIES 


The universities are the principal area for the production of science. 
The role of the universities as mainsprings of science remains sub- 
stantially unaltered despite the growth of specialized research founda- 
tions, and Government laboratories. Moreover, the universities are 
the crucial means for training new scientists and engineers. 

Since universities themselves, as well as individual faculty members, 
may be the holders of patent, it is relevant to inquire as to the bear- 
ing of such patent holding upon the progress of science. What has 
been the direction of effect of patent holding upon the research and 
teaching functions of the universities? 

Many universities have established formal policies whereby the 
control of patents by the university may be so arranged as to yield an 
income both to the school and the faculty patent holder.*' Where 
university administrations have pressed commercial exploitation of 

tents stemming from the researches of the faculty, this has been 
wes in an effort to obtain needed funds for the university’s work. 
From this standpoint, one might expect to find especial enthusiasm 
for such use of patents among schools with limited budgets, among 
departments bevel in fields that require unusually large funds for 
apparatus and the like, and in schools with less developed traditions 
of academic freedom and less concern for the traditional basic objec- 
tives of higher education. Conversely, those institutions with the 
opposite characteristics should presumably be less interested and 
active in obtaining patents and apnadiell exploiting them. 

To check this, selected universities and departments in the latter 
category were examined; institutions, in other words, that were 
presumably in a relatively strong position to withstand pressure for 
the commercialization of university research. Sample laboratories 
for study were sought on the following basis: Each should be a unit 
of some importance in its scientific field. It should be located at a 
major university where the total budget and annual sums available 
for scientific work are appreciable. The laboratory should be an 
integral part of the university and not a separated unit attached to 


" Gee note 68, infra. 
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the university only through a contractual tie. Its field of scien, 
should preferably ‘« one not requiring unusually costly equipmen, 
such as the large machines needed for some studies in physics, }, 
should be located in a large, well established university with longty, 


dition and reputation as a center of research in science and engineering 
Finally, it should include persons of recognized status in their fields 


A. SOME CASE STUDIES 


It was possible to obtain reliable accounts of the impact of aétiy, 
patent policies from investigators in three laboratories which ing 
these qualifications. 

Case 1. Profit-oriented research through collaboration with prita 
firms. —This is a department in a university of recognized standj 
It is supported primarily by patent royalties. The staff includes mg 
who have achieved distinction in science. 

An industrial firm was assigned rights to exploit patents based 
work done at the university by various staff members. Income toth 
university from the sale of products covered by these patents is tse 
in large part to support the operation of the laboratories, 

Scientists employed in these Jaboratories are repeatedly reminde 
by the director that there are certain lines of work in which the labon. 
tories have a special stake, owing to the development of patent ri 
in these fields. The development of further patentable material j 
urged as a necessary step for protecting and enhancing the financiy 
- position of the department. 

As one might expect under these conditions, a substantial part @ 
the work done is oriented toward product development. This result 
from two factors: (1) Decisions on the selection of problems are mad 
by those charged with carrying out these policies and not by the 
investigators who do the work, and (2) the lines of research stressed 


by these agp sage are of a type normally pushed by private 
firms in the given field with the object of developing patentabk 
products. 


As in industrial firms, laboratory employees are required to signi 
release assigning all rights to patentable developments to the mi- 
versity. 

Some staff members keep close track of the earnings record from 
patentable products originating from work at their laboratory; ani 
informal discussions of these matters and of the movements of sect- 
rities prices in the patent holding field, are recurring features of 
working hours. Graduate students attached to these laboratoris 
also have become actively interested in these extraneous feature. 

Owing to sustained pressure from the director, the climate for 
non-income-producing research is not especially favorable, and scien- 
tists in this laboratory who wish to devote their efforts in some par! 
to such research informed me that they have felt that they must 
resort to subterfuge. 

Case 2. Patent-oriented research among faculty and graduate sh 
dents.—In these university-located laboratories patent taking has 
been actively pursued. Patents are usuallyfassigned to & spe 
unit for commercial management. The bulkYof the funds obtained 
from commercial exploitation has been used to promote studies 1 
various fields of science and to finance laboratory construction 
equipment. 
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The intensity of patent-directed work has varied among laboratories. 
The departments that have been most patent conscious have been 
held in poor esteem by graduate students. In these laboratories the 
department heads have attempted to direct the work of graduate 
students along conventional lines rather than to encourage new de- 

uresin basicresearch. Thesis work for the fulfillment of advanced 
poh requirements has been designed in part, to extend and protect 
revious patents and pressure is put on graduate students to direct 
their thesis work into those channels where patenting possibilities 


orient aspects play an important part in faculty attitudes. One 
faculty member who had assigned his patents to an industrial firm for 

Joitation was subjected to severe criticism, and may well have 
suffered thereby with respect to academic preferment. There have 
also been conflicts among faculty members on the issue of who was 
entitled to be designated the inventor in particular patent applications. 
One professor was censured by his colleagues for declaring that some 
of them were placing monetary considerations above the requirements 
of scientific productiveness. 

A tendency away from frontier research has led to a gradual decline 
in the quality of work done and of the students produced by the 
departments concerned. 

Case 8. Individual Saver emphasis by faculty and researchers.—In 
this university there has been little officially sponsored pursuit of 

tenting as a source of income for the university. Individual pro- 
owever, have obtained patents on research 
them, including projects in which graduate students have participated. 

At examinations upon dissertations produced by students toward 
fulfillment of graduate degree requirements, the following has occurred 
on some occasions: In response to questions by examiners, the student 
has replied that he preferred not to disclose the relevant information 
since it was involved in a patent claim. Reaction to such events has 
been mixed. Sometimes the examiner abandoned the line of inquiry. 
At other times, one or more of the examiners present have insisted on 
full answers to all relevant questions without regard to problems of 
patent claims. 

How representative are these cases? In view of the small number 
cited here, one might, of course, suggest that the situations disclosed 
were unique and not characteristic of such institutions. It is signifi- 
cant, however, that, without naming names, the writer described the 
cases here reported to a few knowledgeable colleagues in several uni- 
versities and invited their guesses as to the identity of the institutions 
involved. Some 15 different schools were named as being the ones in 
question. ‘This suggests that, in the estimate of those familiar with 
university —, at least, the episodes are exemplary rather than 
atypical, This conforms to impressions received by the writer on the 
basis of partial information similar to that described above which has 
been available to him with respect to many other laboratories in other 
universities, although it was not possible to pursue inquiry as to de- 
tailed conditions in these places. To be sure, a rather more extensive 
examination of such practices than could be carried out by this writer 
would be needed to establish the full facts of the case: 

_Itremains to examine the implications of such conditions in universi- 
ties and their impact upon the progress of science and the useful arts. 
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B. EMPHASIS UPON PATENTING WEAKENS THE UNIVERSITIES AS 
SCIENTIFIC CENTERS 


Insofar as concern with patenting spreads through the universities 
they become correspondingly less valuable as producers of new 
edge. ‘This results from: (1) the tendency to select problems for», 
search on the basis of whether they will lead to patentable inventions 
not whether they will add to the store of knowledge as an end}, 
itself; (2) the introduction of managerial decision making oyer jp. 


vestigators; (3) restrictions on publication; and finally, (4) adver | 
effects on the students themselves, These effects on the characters 
tics of university-located research are independent of the availability 
of larger budgets, better buildings, and more staff. 

1. Extrascience criteria 

It is possible to select problems for investigation with an eye 
business, military, or political criteria. Concededly, substantial soc) 
importance is often attached to such problems. Nevertheless, wha 
these, or any other particularized criteria, are made the yardsticks fy 
inquiry, the appropriate scope for inquiry is thereby restricted, }h 
other words, when the scope of the problems is limited by the uge ¢ 
particularized criteria, paths that might yield new knowledge ap 
closed off to the investigator. 

In contrast, the search for technical knowledge as an end in itse 
knows no such boundaries. When guided by this criterion, contin, 
ing inquiry leads to the unfolding of still further areas of knowledy, 
This, in turn, opens the way for many detailed technological applic. 


tions that may have been completely unanticipated and unthought 
of when the search started. 


2. Managerial decision making 

Many kinds of technical work can be carried out under managen 
forms of control. This is especially so where the desired results can 
be specified in detail, and where the methods to be used are routine 
In the production of new knowledge, however, such outside contr 
and or oy blueprinting of procedures rarely works. In the vey 
nature of the case, the results in the search for new knowledge cannot 
be specified or ordered. Rather, these are likely to rest in the inti 
tive judgment of the investigator himself, in tentative hypotheses 
which he develops and which, in turn, frequently require him to devis 
new experimental methods in order to test their validity. 

In the main, managerial forms of decision making can have no con- 
structive role in such a creative process, where the procedures that 
yield a productive result cannot be sp cified in advance, or by persons 
who are removed from the work itself. (See ch. IT.) They can only 
inhibit the free play of imagination and methods that are necessary 
here, and limit the number of imaginative minds that may be applied 
to the formulation and solution of problems. Once competent it- 
vestigators are reduced to the role of simply carrying out @ super 
visor’s orders, then there are fewer people who can follow the imag 
tive bent that is necessary in the genuine pursuit of new knowledge, 

The net result is almost bound to be a restriction on the output 
of new knowledge. 
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3. nestrictions on publication 
"Free publication of research results is an essential part of the process 
of inquiry, for it facilitates independent verification of findings. 
When the search for patentable results is a guiding consideration, 
strict secrecy concerning work in progress and limitations on publica- 
tion become necessary devices to serve the patenting process.” 
Indeed, limitations on publication have become a standard aspect of 
much research effort on business, military, and political problems. 
Under modern conditions of great interdependence in the conduct of 
iry, measures that curtail) the flow of knowledge necessarily 
hinder the promotion of science and technology. 


j, Effects on students 


The experience of students in patent-oriented laboratories tends to 
be exactly contrary to the desirable training for developing good 
scientists. Their attention is in danger of being directed to defined 

blems of limited scope, instead of being encouraged to range freely 
and i potively in the search for ways of pushing back the frontiers 
of knowledge. The close direction of their work that is likely to 
characterize research in which patents play a part, gives no experience 
in the exercise of their own initiative in formulating problems and 

investigations. And finally, the example of secretiveness 
and restriction on publication is no training for efficient participation 
in the production of knowledge under conditions that require coopera- 
tion among investigators. 

Taken as a whole and in the light of the four factors just discussed, 
the practice of patenting in universities is important both for the 
efects directly traceable to it, and as one aspect of the use of extra- 
science criteria to guide inquiry. In the judgment of this writer, the 
weight of evidence indicates that, on balance, the use of such criteria 
and the practices that accompany them are damaging to the scientific 
productiveness of the universities. The unique contribution that uni- 
versities can make inevitably suffers whenever knowledge as an end in 
itself is replaced by other criteria and methods, no matter how publicly 
acceptable these latter might be and however useful they may be as 
guides for nonuniversity institutions. 

Paralleling these weakening effects, there is the expansion of 
research facilities and staffs at universities that may be owing to the 
funds derived from patent licensing, although, on the whole, uni- 
versity income from this source has not been very great. Substantial 
enlargement of staffs, buildings, and laboratory facilities has un- 
doubtedly occurred at some universities as a result of patent opera- 
tions. Can it be said, however, that this enlargement in the scale 
of research activity outweighs the adverse qualitative effects of 
managerialism and commercialism? The question must remain 
unanswered, in this paper at least. This writer does not know of any 

“Tt istrue that the act of patenting itself represents a form of publication. It is a limited form of publica- 
tion, however, both as to the scope of what is reported and the timing of publication. See ch. VII, above. 
For the efficient pursuit of inquiry, the timing of public disclosure of knowledge is often very important and 
delay in publication may have seriously adverse effects in terms of the overall contribution and when it 
oceurs. ‘The timelag in the patent field must be evaluated with this in mind. Patents take over 3 years 
from date of application before they issue, on the average, and it is possible to extend the time still further if 
one is $0 and uses alittle ingenuity. Such a disposition sometimes exists, since delay is often to the 
advantage of the patentee inasmuch as the patent runs for 17 _— from the date of issuance. Thus, since 


“issuance” is a form of publication, there is a built-in feature of the United States patent system which tends 
delay, and in that sense limit, publication. 


8 , Patents and Nonprofit Research, Study No. 6, Senate Subcommittee on Patents, Trademarks, 
snd Oopyrights of the Committee on the Judiciary, 85th Cong., Ist sess., at 50-61 (1957). 
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way of gaging the possible effect of larger numbers and ter 
ties as a counterweight to acts that dull the spirit of imagullt 
inquiry. 

t the estimate of this writer, it is not likely that adminis 
devices in the universities, designed to ameliorate the adverse efor 
from patenting, would serve to alter the force of this analysis, For, 
effects described above take their essential direction from the ve, 
nature of the attempt to use knowledge as property. 

It must be emphasized that the adverse effects noted above » 
not the results explicitly sought by university administrations gy 
are independent of their formal patenting policies. Thus, an exer 
nation of formal policy statements for universities, including ty 
three wherein arose the cases cited above, gives no indication of th 
type of effects which have been reviewed here.* On the contrary 
the various university policy statements establish the broad a) 
apparently worthy goals and policies to be pursued in the course 
dealing with patents that grow out of university-located research, 

Rather, the effects noted above, to the extent that they occur, hav | 
occurred as impersonal, derived effects which come about becay 
faculty members have been pressed to produce income for thé 
university (or for themselves) by taking patents on the results 
their research. There is nothing to indicate that the weakeniy 
effects described here have been deliberately sought or preferred y 
the persons concerned. Quite the contrary. The evidence shoy 
that the pursuit of patenting has been undertaken as a means fy 
solving problems of limited funds for scientific and engineering wor 
at universities. The fact remains, however, that once the policy} 
adopted, the forces described above which push in the direction 
defeating the ultimate wie of expanded and improved basi 
research, begin to work. The incongruity between means and end 
may well finally lead to an effective distortion of the original, explicit 
sad. ordinarily worthy end-in-view. 


C. EMPHASIS ON PATENTING IS ONLY ONE EXAMPLE OF PRESSURE 
UPON UNIVERSITIES TO STRESS “APPLIED” RESEARCH 


The pursuit of research in universities for purposes of patenting is 
in fact, only one of a number of pressures currently put upon unive- 
sities to shift to applied research as against the peodustan of know! 
edge for its own sake. Especially since the nd World Wa, 
Government has been pushing universities to carry out 
activities relating to its many engineering and development prob 
lems. It is true that the universities themselves, pressed to finane 
university budgets from limited resources, welcomed the availabili 
of these funds. Many of the university professors have been eq 
receptive to such grants, even to the extent, in some cases, of Coll 


t 
Organization (1955); and University Patent Policies and Practices (1952); see also, Patents and 
Research (1957), op. cit. supra, note 53. f 
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for research and development from $40 million to $420 million. Of this $380 million increase, | | 
million came from the nonprofit institutions themselves. The rest came mainly from Government. Se 
Department of Defense, Office of the Secretary of Defense (Research and Developmen. The Growthd | 
Scientific Research and Development at 10, 11 (1953), including 1953-55 data added by the publi 
agency; National Science Foundation, Federal Funds for Science, pt. V. The Federal and 
velopment Budget, Fiscal Years 1955, 1956, and 1957, at 38-43 (1986). These data show funds from mar 
Federal agencies to universities. 

|_| 


INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 955 


ising their main research interests or changing their research 

ads in order to secure them. 09. 

President Dodds, of Princeton University, has called attention to 
the dangers of these developments in terms of their impact upon 
universities and their responsibilities for basic research and the pro- 
duction of technical knowledge: 


With the abundance of project research money currently 
available, we are in danger of succumbing to a new disease 
for which no antibiotic drug has been discovered; namely, 
“projectitis.” Projectitis is an unhappy addiction to limited 
objectives, perhaps at the very moment at which the individ- 
” should i broadening his own comprehension and deep- 
ening his knowledge of his discipline, with freedom for roving 

ulation in an atmosphere unencumbered by the pressures 
of problem-solving commitments to external agencies. 

oncentration upon organized team projects which have 
limited objectives and are circumscribed by a production 
schedule may seorets to deflect interest from truly basic 
scholarship which it is the duty of universities to carry on. 
The universities must oot fail in this broad function, for no 
other agency in society will assume it if they do.® 


The trend toward Government-supported-and-directed research 
in the universities has its counterpart in industry-supported research. 
Indeed, so extensive have the various forms of industrial research 
and engineering consulting at universities become, that it has received 
the formal attention of the Federal Bureau of Internal Revenue. 
Thus, the current Internal Revenue Code and regulations thereunder, 
classify as taxable those activities on university premises which are of a 
conventional applied research character an ing carried out for 
business purposes.” 

Summary 


In summary: Pressures for essive patenting start in universities 
in the interest of securing additional funds for research and teaching. 
However, the managerial characteristics of the directed researc 
efforts that tend to flow from this policy and are undertaken toward 
this end, abridge the free pursuit of knowledge as an end in itself. 
In turn, these methods tend to have a weakening effect upon the 
functioning of universities as centers for scientific work. Thus, in 
the long run, pressures for patenting and similiar efforts, if sustained, 
could exhaust the resources of the university that are essential for 
the aa of new investigators and the pursuit of knowledge as an 

in itself. 


on Education, 1954). 
" The regulation reads as follows: 
‘or the purpose of this section the term ‘research’ does not include the activities of a t ordinaril 
carried out as an incident to commercial or industria] operation, for example, the ordinary tes or inspec- 
woe pt gr mente or the designing or construction of equipment, buildings, etc. The term 
does not include research carried on for the p or indus- 
trial application,” No, 118, Internal Revenue C ederal Register, at p. 6147 
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Cuaprer IX. ImpiicaTions FoR THE PRoGREsS OF ScrENcE yy 
TECHNOLOGY 


The operation of a patent system and active participation ; 
patenting by industrial managements have profound implicatig, 
or the progress of science and technology. ‘Two-thirds of the toyj 
national expenditures for research and development in science gy 
engineering are controlled by industrial managements.® The py 


suit of patents, to a varying but considerable extent, affects yy 
decides on research, the criteria for decision-making, and _publiq., 
tion policy. These are key aspects of the functioning of the geiq. 
tific and technical occupations. 

In this analysis, particular attention is given to the effects of they 
factors upon developments in the field of basic science, for the stop 
of broadly relevant knowledge that stems from this type of regeard, 
provides the basis for subsequent extensive technological applic 
tions. Apart from the tendencies in universities discussed in ps ter 
VIII (whose full ramification is unknown), the university facultig 
pursue a without being influenced or deflected by patenting 
criteria. To the managers of industrial research laboratories, hoy. 
ever, patenting considerations are important. Their activity j 
therefore the focus of this chapter. 


A. WHO DECIDES ON RESEARCH? 


In one of the well-managed laboratories visited by this write, 
decisions on research projects are made in the following manne, 
The order to carry out a project is issued by a management steering 
committee in a short directive of a few paragraphs. This committy 
originates some research projects within itself. It also depends m 
initiative from the professional staff for proposing research programs 
After the steering committee has made a decision the work is assigned 
to a research man. In the words of the laboratory director, th 
researcher decides on daily and weekly procedure, methods, and the 
like. An effort is made within this framework to essign projects t 
men who are themselves particularly interested in ‘ibject: matter, 
as indicated, for example, by their research propo. 

A modified form of control operates to retain :| _nauzed regul- 
tion of research project selection. Thus, the in. ‘gators are toll 
that they are free to select research projects, bu. —.2 advised thai, 
in a broad sense, they are ew to keep the interests of the fim 
in view. In other words, while details are left to the investigator, 
the managements of basic research sections of industrial laboratones 
operated in this way still retain a final control over the kind d 
research that is done. 

Some variant of these managerial patterns is to be found in eat 
large industrial research laboratory with which the writer is familiar. 
Final decisions on research projects are made by the managemett 
of the laboratory, while the staff is called upon to make proposih 
on projects. 

It is true that the output of industrial research laborat«ries include 
work that is reported in reputable scientific journal. anc ‘ is suggest 
that many of their contributions are significant xnd im tant. bh 


8 National Science Foundation, Science and Engineering in American Industry, a. 3 (1956). 
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any event, the form a part of the growing body of technical knowl- 

_ That, however, does not detract from the inhibiting effect 
that managerial methods of decision-making inevitably have upon 
the conduct of research. 

When one stands on the threshold of new knowledge there can be 
no guidance for the investigator from any received doctrine or direc- 
tive. What is required at this juncture is the free, uninhibited, 
intelligent 1 ination of the investigator. These become the critical 
dements in the work of problem formulation, experiment, and 
inference by which new technical knowledge is produced. 

To be sure, this may be less true, at least in some areas, with 
respect to technical research of an applied character. Here, the end 
in view as well as methods can often be specified without harm or 
hindrance to research performance or end result. 

But even here, such supervision may have the same wet-blanket 
effect that it has upon basic research. One of the striking observations 
consistently made to the writer in the course of this study involved 
the variation in productivity among sections of industrial research 
laboratories. In each major laboratory visited, the research director 
commented that the less applied section of the laboratory had been 
the most productive of new ideas and patents. In one major labora- 
tory, for example, 70 percent of the patent applications come regularly 
from the section containing only 20 percent of the staff, whose problems 
were broadly defined, thereby leaving room for initiative on the part 
of the investigator. 

Employees in industrial research laboratories cannot escape the 
decision making of management in these matters, for the operation of 
these laboratories is on a hierarchical basis, with the management 
aperpung slong business lines and being guided by business considera- 
tions. This attitude ultimately seeps down to the research staff itself. 
Thus, in one laboratory the management has specified to the scientists 
and engineers that they may devote 10 percent of their employed time 
to ay pepblem they like, apart from the projects to which they are 
assigned by the management. They have not taken advantage of this 
opportunity. 


edt 
B. er! otal FOR DECISIONS ON RESEARCH PROJECTS 


For industrial?! Sbarch managers, the central criteria for the selection 
of research p bad are the requirements of the competitive position 
of the firm. *“Ttiés#’ considerations are controlling, however removed 
the particular research area may seem to be from immediate applica- 
tion to products or processes. Such calculations of business tactical 
requirements; and the usages that surround them, do not make a 
scientist a better scientist. Indeed, such criteria necessarily inhibit 
the quality of free-wheeling imagination which is a necessary condition 
for the broad pursuit of science. 

The rewards for the conforming scientist include promotions, in- 
creases in salary, and public honors. A technician who fails to accord 
with the management’s requirements must necessarily suffer in these 
respects, as jong as. he works within the framework of a business- 
directed rese| Inboratory. 
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C. PUBLICATION POLICY 


The act of publication is a crucial aspect of the production y 
knowledge, for publication of. research findi in sufficient detgj 
permits other investigators to check on the validity of reported fing 
ings, and opens the way for the extension of the frontiers of knovwladg 
The patent system is alleged to further and facilitate such publicatin, 
in two ways. 

First, int the view of industrial research managements, patents gp 
a form of scientific literature. The fact is, however, that patent 
often does not really constitute publication in the sense degerj 
above—at least, not adequate publication. The writer is advisg 
that, in many instances, one of the arts of the patenting proces i 
that of writing patent applications in such a manner as to secure {hy 
most coverage with the least disclosure. As a result, as shown} 
chapter VII, above, the knowledge disclosed, even in the most dah 
orate patent coverage, often is not sufficient to enable another indy 
to duplicate the processes involved. 

Second, holding a patent is commonly regarded as a safeguard thy 
permits public disclosure of the subject invention through the pry 
entation of formal papers thereon before technical and scientifp 
societies—disclosure that they otherwise would not dare risk fg 
fear of its appropriation. Directors of the larger research labon. 
tories emphasize this consideration, for, in their view, publication ¢ 
technical papers by their staff is important in attracting top techniql 
talent without which their research facilities would deteriorate.” 

In fact, however, this procedure works only imperfectly, at bes 
The larger industrial laboratories tend to maintain systems of “close! 
(confidential) literature comprising reports and technical papers avai. 
able for circulation to selected employees of the company only, 4 
result is the substantial isolation of many industrial research projec 
which, in turn, has led to extensive duplication of lines of work amoy 
the laboratories of different firms. 

These considerations of secrecy in industrial research laboratoris 
become increasingly onerous as industrial laboratories employ mon 
and more scientists to supply the raw material for new technologie, 
As more and more of the information developed in industrial labon- 
tories comes under the ban, their staffs become increasingly dependent 
for knowledge upon the free communication that exists among nor 
industrial scientists, while their own publication policies restrict sud 
communication. 

Publication policies vary among firms. The fact is, however, thi 
in the typical business-managed laboratory, the interest in spreadiy 
and furthering knowl is necessarily a subsidiary consideration 
the business interests of the firm in its utilization of knowledge, h 
other words, if the business interests are promoted by secrecy, the 
the information is kept secret, however much good in other respeti 
meant flow from its publication. ; 

s one research director puts it: The research department i! 
trustee, a custodian of scientific information for the company; that 
fore, the managers of the department must take a banker's attitue 
(as if it were dealing with money) and adopt a conservative view Wil 
respect to publication. In this laboratory, a major one in its field,t 


See note 52, supra. 
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ras possible to determine the average elapsed time between the “pri- 
vate” publication of articular new know edge, i. e., its circulation in 
theinternal, classified reports of the firm, and its “open” publication, 
i.e, the receipt of papers for publication in various scientific and tech- 
nical journals. The research director in this case estimated that for 
4 group of papers representing the output during a recent year, a 
period of 4 to 5 years elapsed between “‘private” and “open” publica- 
tion.” Publication decisions were arrived at in the following way: 

of technical reports were circulated to various departments of 
thefirm. If the director of a department found something of poten- 
tial interest to him, he so indicated and the paper was withheld from 
“gpen” publication. As a result, some things were published rather 
uickly while others were not published for years, according to the 
ietates of company policy. 

In this firm, even after it is concluded that publication is consistent 
with the interest of a given department, the published papers often do 
not include details of ‘‘know-how”’ which are essential for the utiliza- 
tio (in production) of the knowledge given in the technical paper, 
This is often true of papers appearing in the scientific journals, 
whether of industrial or nonindustrial origin. In nonindustrial 
scientific circles, however, the gaps are easily filled, since such informa- 
tion, as a rule, is made freely available on request by the investigator 
concerned. In any event, the unpublished technical details fre- 
quently comprise a body of knowledge that is conventionally known 
among specialists ina field. = 

In the case of technicians in industrial research laboratories, the 
situation is different. They are not free, as a rule, to divulge the 
details of their experimental work. It is well known, for example, 
that in some scientific fields the employees of industrial firms appear 
at scientific and technical meetings primarily to take away with 
them whatever they can learn from the others, especially the uni- 
versity people, and contribute little or nothing in return. 

This view that “it is more blessed to receive than to give”’ is also 
evidenced in other ways. The practices of industrial research labora- 
tories in obtaining knowledge, for example, are often in marked 
contrast to their publication policies. In one of the laboratories 
whose publication activities have been characterized above, a large 
library receives regularly several hundred periodicals which it ab- 
stracts for the benefit of the concern but not for general publication. 
This abstracting service has been operated because the existing 
services do not cover all the fields of interest to the laboratory. 
Furthermore, the abstracting service operated by the firm operates 
more expeditiously than the standard abstracting services available 
to all libraries, operating with a delay time of only 1 to 2 weeks in 
contrast to the latter’s delay time of about 2 months. 

There is a clear contrast here between policy for the intake of 
knowledge that justifies the buying of 6 to 7 weeks of time, even at 
considerable expense, as against the publication policy with its average 
delay time of 4 to 5 years. One laboratory director indicated that, 
‘Tike a miversty he “felt an obligation to put good science into the 
technical journals.” He indicated, however, that while publication 


" This estimate of elapsed time between production of knowledge and “‘open”’ publication is all the more 
Significant when it is recognized that it is based on papers already — and excludes from considera- 
tion papers that have never been ——_ for publication at all. Eventual inclusion of these, when and 
they are finally published, would considerably extend the elapsed time. 
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is “bread and butter” to universities, this is not true in an industry 
laboratory. In a business-managed industrial research laboraton 
poe eatenen are the major consideration in deciding why 
to publish. 

hese data indicate that important restrictions on publication stg, 
from the use of knowledge as oe property. Patenting has bye 
one instrumental device in such efforts. 


D. PROPORTION OF SCIENTISTS EMPLOYED IN INDUSTRIAL LABORATORIR 


The analyses gules above indicate the direction of the effect y 
typical industrial-research policies as they bear on important 
of the promotion of science. It is necessary, however, to have som 
quantitative indication of the scope of these effects, insofar ag thy 
ight be shown by the number of scientists and engineers employed 
in industrial laboratories. The data given in chapter VII ce 
show a marked growth, especially during the last 15 years. Ty 
recent survey by the National Science Foundation disclosed that, iy 
the view of industrial-research managers, basic research comprisa 
only about 4 percent of total industrial-research activity. As 
average statement for all of industrial-research activity, this is a smal 
e. There is, however, substantial variation from industry 
industry in this respect.” 
Summary 


In summary: Patent-oriented control of research, as one aspect 
of the use of knowledge as property, leads to effects that run contray 
to the requirements of efficient promotion of science. Busing 
criteria, like any other closely defined criteria for selection of researd 
problems, restrict the scope of acceptable problems and the freedom 
of the investigator. Business requirements for keeping knowledg 
ps ae block the free publication that is a necessary part of the proces 
of in A 
The effects noted here are especially important in the promotion d 
science because of the interdependence and need for intesremng 
knowledge which was described in chapter IIi, above. Under such 
conditions, the people who decide on research projects, the critem 
used, and policies on publication affect the degree to which scientists 
and engineers may participate in the necessarily integrated effort o 
the expansion of technical knowledge. Insofar as the pursuit of 
patent rights contributes to research and publication policies that 
contradict the ene of interdependence and integration, it 
imay be said that the direction of effect of a patent syelene contradi 
the requirements for the progress of science and technology. 


Cuaprer X. Wuat Woutp Happen Ir Were No Partens’ 


What would be the impact on the production of technical knowledge 
if there were no patent system; that is, if technical knowledge were 
not subject to property rights at all? 


1 National Science Foundation, Science and Engineering in American Industry, at 18 (1956). 

There have been recent indications that the number of scientists with advanced research degrees 4: 
pleved in industrial research is Folng to increase. See the ads for employment of scientists and engines 

any current Sunday issue of ew York Times. This is also suggested by the expansion plans med 
known to this writer by the directors of several laboratories. Also, see Fortune, at 96 (January 10%). 
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At first appearance, the attempt to answer this type of question 
may seem to be somewhat speculative since, indeed, a patent system 
exist. Nevertheless, in this writer’s judgment, enough is known 
shout the impact of patenting to permit a useful answer to this 


i ter attempts to cope with this question under the following 
_ : What would be the effect on science if no patent rights 
could be obtained 7 technical knowledge’’; by implication from 
that, “What would be the effect on the engineering technologies”; 
“How would the scope of industrial research be affected”; ‘““What are 
the possible limitations likely to accrue from removing property rights 
to technical knowledge?” 


4. BFFECT ON SCIENCE, TECHNOLOGY, AND RESEARCH IN NONINDUSTRIAL 
LABORATORIES 


The effect upon science and technology of making technical know]l- 
generally and freely available, or vice versa, is determined 
orpoarity by the conditions under which scientific research is carried 


t. 
roduction of new pp is carried out, primarily, in 
singel institutions where the problems of property rights in knowl- 

eare of secondary importance. This is the case in the universities 
private foundations, and in many Government laboratories devoted 
to research in the sciences. In such institutions, the principal reasons 
for carrying out research in the basic sciences would continue to 
operate whether there were a patent system or not. The present 
sources of support for such work would, presumably, continue. The 
necessary scientific personnel would continue to be available, in this 
writer’s judgment, provided salaries, social prestige, and other con- 
ditions of work made these occupations reasonably attractive. There 
already exists a tradition among scientists that the production of new 
technical knowledge is a sufficient end in itself. erefore, the ab- 
sence of opportunity for obtaining patents on this knowledge would 
not affect the occupational incentive of the great 
mass of scientists for producing new knowledge. 

In certain respects, the elimination of patents might actually facili- 
tate research. For example, university and other scientists would 
be relieved of the pressure that now exists upon some of them to 
ce patentable results and, as a consequence, would have more 

om to work on problems of their choice. Furthermore, insofar 
a8 opportunities for university scientists to obtain patents were 
removed, the effect would be to remove the pressures toward secrecy 
that can result from emphasis upon patenting and which inevitably 
dampen free communication. 4 
_ Secrecy in technical work has been a Sag for research managers 
in industrial firms, as well. Recently, Dr. Jules D. Porsche, man 
of the central research department, research division, Armour Co., 
delivered an address in which he indicated that— 


Characteristic of the environment which has a markedly 
dampening effect on the creative thought is secrecy. With- 
in @ company, a barrier to the communication of both infor- 
mation and ideas can be a very serious obstacle to the effec- 
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tive creative activity of individuals and particular groups) 
Secrecy usually results in unhealthy competition among jn... 
dividuals or groups.” 4 
These same considerations apply to secrecy practices among nonindiy 
trial laboratories. 


B. EFFECT ON THE SCOPE OF INDUSTRIAL RESEARCH 


In chapter VI, an attempt was made to define the principal dety. 
minants for the conduct of technical research by industrial 
The pressures of competitive advantage in terms of new produets an 
cost reduction were specified as the crucial determinants, To (fh 


extent that requirements of this kind of competition among firms an, 
indeed, the underlying pressures for expansion in industrial 
it obviously follows that the absence of a patent system could not hay: 
a controlling effect on the magnitude of industrial-research outlayg, 
There is, of course, no way of measuring with any degree of ace 
what effect, the elimination of patents would fay 
upon research and research results. In order to get some clues thy} 
might shed light on this point, however, various industrial resean} 
directors were asked during the course of this inquiry: What woul 
you do if the patent system were no longer available tomorrow? 
(2) In one case this writer was advised that these effects woul 
follow: (a) No infringement problems would exist in the absences 
claims to exclusive property rights to knowledge (i. e., patent rights); 
this would influence the character of design since many aspects of th 
products of this industry and the processes it uses are affected 
patent claims. (b) The outlays for engineering work in this fim 
would not be affected because, in the opinion of this informant, th 
firm was doing all it could in this field already. On the other hand 
owing to competitive reasons, it could not afford to reduce its engines. 
ing research. (c) The character of engineering work would, howeve 
be affected because a substantial part of its present work is directed 
to circumventing patents held by other firms. In the opinion of this 
informant, his firm has not been benefited by a patent position. 0h 
the contrary, it has been hampered by the existence of patent claim. 
(2) In another firm the opinion was that, in the absence of a patent 
system, () only such things would be worked on as could be kept 
secret, and (b) the firm would abandon research that it could not 
benefit from. Those consulted were not optimistic about keepin 
research and inventions secret. The writer was informed by th 
ery, ee of this laboratory that they had strong grounds for supposing 
that their system of information security, elaborate as it was, ad not 
altogether served its purpose. They cited an instance in which the 
character of one of their products was purposely altered in an arbitrary 
way that would not affect its operating characteristics. Within s 
few weeks the products of a competing firm showed the same alten- 
tion. This, in the opinion of this writer’s informants, was not met 
coincidence, but was probably traceable to leaks in their Re of 
information security. Indeed, in the casual estimate of one informatt, 
it is mvt possible to keep a secret inside the company for more'than! 
mon 


* Engineers Placement Guide, at 11 (November 1965). 
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The second consideration s ted here was that research that 
would not benefit the firm would be abandoned, in the absence of a 
patent system. The fact is, however, that the only research now 
carried on must meet the test of benefiting the firm, either as new 
product development or in the form of lower production costs. Would 
such @ firm discontinue industrial research activity if it could not 
utilize one of the benefits that it presently receives, to wit, the powers 
available through the patent system? To say that it would, implies 
that it would abandon product and process (cost) competition. This 
is tantamount to saying that such firms would abandon their business 
character, since interfirm competition for control of markets and for 
differential profitmaking are essential parts of the business process. 

this writer’s opinion such a development is unlikely. 

@) Another firm visited by the writer replied as follows: (a) If 
there were no patents, then publications from this laboratory would 
be curtailed. (b) Also, the scope of the work would be expanded. 
(c) Research would be concentrated on things that could be kept 
qcret; for example, various production details, The writer notes the 


following with respect to the first point. Present publication policy 


in this firm has been severely limited by the requirements of patenting 
and by its policy of retaining control of knowledge, insofar as possible 
in a to further the firm’s exclusivity with respect to commercial 
application. As a result, publication of technical results by research- 
as in this firm typically occurs, if at all, several years after the find- 
ingshave been made. Further, the wer claims made by this firm, 
although constituting a form of pus ication, typically do not disclose 
sufficient detail of the patented knowledge to make it usable in pro- 
duction by competitors. Here, as in many other firms, it was em- 
asized to the writer, the information disclosed in the patent often 
not enable another person to operate a plant, since there is lack- 
ing that vast store of operating detail (know-how) which is as neces- 
sary for purposes of plant operation as the information disclosed in 
tents. 

(4) In another firm the opinion was that, in the absence of a patent 
system, three things would happen: (a) There would be no opportu- 
nity to trade in patent rights with other firms. At the present time, 
with a large stockpile of patents held, the firm has access to about 
four times as many patents as they own by means of cross-licensin 
agreements. Without patenting, it was said, the management woul 
become secretive with respect to the work done in the laboratory and 
would tend to rely primarily on the knowledge generated in its own 
research establishment. This, they felt, would mean getting along 
witha restricted range of knowledge. (b) Also, without patent pro- 
tection new findings could not be published and thereby the quality 
of the laboratory staff would suffer, since the firm would be unable 
to attract competent scientists if there were no possibility for them 
to improve their general professional status through free presenta- 
tion of papers in technical journals and at meetings of technical 
societies. (c) In the absence of a patent system, the relative position 
of the firm in its industry would be unchanged. 

The foregoing comments suggest that one of the uniform reactions. 
to be expected from abrogation of the patent system, would be an 
Increasing resort to secrecy. As several pointed out, however, secrecy 
is often difficult, if not impossible, to maintain for any length of time. 
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Even where it is ible, some firms, especially the largest, expres 
doubts whether lor could afford to impose absolute Security Doliciy 
upon the knowledge produced in their laboratories. Thus, one Majer 
firm indicated that considerable licensing is now done to smaller fir, 
in the industry, the reason being that it prefers to have these smallp 
units continue as competitors in order to lessen its own exposure 4 
antitrust prosecution. In order to assure this, however, the 
ment of the major firm regards it as essential that the smaller concen, 
share the information on products and ‘preduckien methods that thy 
larger firm has developed or acquired. Without this information, ty 
smaller firms would suffer a major competitive disadvantage. an 
would soon be forced out of the field. To the extent that such om 
siderations influence a firm’s policies, it is important to note that th 
practices would probably be followed irrespective of whether or ng 
a@ patent system existed. 

testimony given in 1940, Charles Kettering, then vice presiden, 
in charge of research for General Motors, discussed the rdatend 
meentine to the operation of General Motors’ laboratories, if 

eed that the sheer force of competition in the indus 

probably require the operation of their industrial laboratories, eyq 
in the absence of any patent system at. all. ji 


1. A test case 

Is there any indicator, close at hand, of the effects on industri 
research from the removal of patent faked One way of gaging thi 
is to look at the experience of major whose patent rights han 
been recently abridged as a result of federal antitrust action. hh 
January 24-25, 1956, for example, the Federal Government announcal 
consent decrees in antitrust cases against the American Telephone 
Telegraph Co. and the International Business Machines Corp. Unde 
the terms of these decrees, these firms were required to make availabk 
to other firms many thousands of patents as well as related techniad 
knowledge, either at reasonable rate of royalty, or on a free bats 
altogether. These decrees provoked a discussion among person 
interested in the patent system. One point of view was stated by 
Mr. Richard Spencer, a member of the New York bar and one tim 
First Assistant Commissioner of Patents. Mr. Spencer, writing i 
the Wall Street Journal (April 10, 1956), declared as follows: 


** * A. T. T. and IBM are the great pioneers in 
research and invention in their industries, which accounts 
for their leadership and their meonaganes positions, as well 
as for the fact that they were selected as defendants. Under 
the decrees, not only have their long-established methods of 
doing business been disrupted, which will interfere with 
efficient operations for years to come, but management will 
no longer be in a position to authorize the expenditure of 

Mr, O'CONNELL. * © * It occurred to me that even in the absence of any patent laws at al, th 
foree of competition in the industry would probably require the type of organization you have been 
ir. KeTTERiNo. I imagine so, yes; but I am a terribly optimistic person on what can be done if wep 


t ss 
Mr, O’CONNELL, I don’t want the point, Doctor, but apparently organizations such # 


to 
would undoubtedly continue to function ¢ and would be forced by competition to function even were 
no patent laws. 
. KETTERING, We don’t run our organization for the purpose of taking out patents. We think only 


T © hearings, supra, note 14, at 16811. 
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millions of dollars in the development of new commercial 
products and processes, since competitors will be free to 


24 These same companies are also leading contributors to the 
national defense effort. Disruptive influences in their 
business will be reflected in that effort. More important 
will be the further retardation of invention in two such vital 
fields as electronics and computers, both of which are of 
_ gritical importance to atomic energy, aircraft, and guided 

es. 


inference contrary to the view expressed by Mr. Spencer ma: 
wane from the data and analyses in part I of this ri oe There, 
it is suggested that so long as pressures for competitive product design 
and cost reduction continue to press these firms, they will continue 
to maintain large industrial research establishments and will expand 
them in accordance with the requirements of this competition. The 
availability of the patenting privilege, it appears, has not been the 
controlling factor in their industrial research activity. Rather, on the 
basis of the analysis contained in this study, it appears likely that 
curtaiiment of patent privileges (1) will not result in a decline in 
the industrial research budgets or research employment in these firms; 
and (2) that the scope of their industrial research activity will continue 


to grow. 

this writer has been advised by competent persons in the firms 
concerned that their industrial research budgets and the scope of their 
research activity are to be expanded during the come years. 

Why is Mr. Spencer’s prediction at variance with the planned 
performance of these firms? The source of the variance, it would 

, lies in his assumption that the availability of the patent 

vilege has been the controlling factor in determining levels of 

industrial research activity. To the extent that this assumption is 
wrong, the predictions based upon it tend to be contrary to the facts. 

In this writer’s estimate, the more adequate explanation for IBM 
and A, T. & T. research trends may be found in the analysis presented 
inchapter VI, above. In other words, the growth of product competi- 
tion and competition for production cost reduction, account for the 
general expansion of industrial research activity. The same proposi- 
tion explains why A. T. & T. and IBM are under pressure to maintain 
and expand their industrial research activities. If they did otherwise 
they would lose position in the competitive race among firms. Granted 
that these firms have made effective use of their patent rights as one 
of the available weapons in interfirm competition, it does not follow 
that abridgment of thcces rights through the decree alters the competi- 
tive factors that exist. Neither will abridgment of patent rights lead 
them to abandon the other competitive weapons which*they have 
been permitted to retain—in this case, their industrial research 
facilities.“ On the contrary, they have every inducement to strengthen 
and expand these facilities to make up for what they have lost. 

wi 
advantage derived gut the royalty income obtainable rom Ucensing others 


such conditions the abridgment of patent rights could lead m ents to reduce research outlays. 
s research aimed primarily at licensing income has not been the dominant characteristic of industrial 
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C. EFFECT ON AREAS OF INDUSTRIAL RESEARCH 


At present, among the r firms in various industries the, 
exist effective divisions of labor with respect to lines of prodyy 
development. This type of concentration of research effort stan, 
from the high degree of specialization that is required for 
in many fields that have been highly developed. It is also a reg} 
of the elaborate techniques in design and operation that are requir 
today in many production facilities. At the same time, 4 certaiy 
amount of overlapping commonly occurs among firms. This form; 
the basis for trading in technical knowledge. The advantages g 


such practices would continue even in the absence of property right | 


to technical knowledge. On the other hand, to the extent that, 
firm now prefers to retain process information on a secret and egy. 
fidential basis instead of exchanging it with others, the absence of 
a patent system would not ne y alter the considerations thg 
cause such trading in knowledge, except as it. might strengthen 
extend it as a result of eliminating an alternative procedure, 


D. EFFECT ON INTERFIRM COMPETITION IN -INDUSTRIAL RESEARG 


If the patent system were thrown out, what would be the effey 
upon (1) research effort and (2) secrecy? ant 

In the estimate of this writer, the ahacnce of an opportunity 
patent would probably cause industrial managements to enlarge, rathe 
than curtail, their research efforts. Given the availability of a paten 
system, the possession of industrial laboratories as a way of securin 
knowledge is supplemented by the ability of a firm to use it as, 
weapon against competitors by subjecting them to large legal costs in 
litigation over patent rights. Without patenting, the possession of m 
industrial research able to produce new knowledy 

equat de: expeditiously, wo d take on greater competitive in. 
portance than it now has. e technical strength of a firm would tha 
rest more directly upon its own ability to produce new knowledge, sinc 
it could no longer resort to this strength to exclude, harass or levy: 
toll upon competitors. 

‘As for secrecy, the present types of secrecy now surroundity 
industrial research activity would be maintained. These restric 
tions give a firm an advantage in the utilization of néw technic 
knowledge for product purposes, or for redesign of production methods 
The question is: Would still more secrecy occur? It is difficult 
exclude that possibility. There are factors however, that might wd 
result in their being less secrecy than one might expect. The same 
considerations that- now limit the secret use of technical knowledg 
would still be operative if there were no patent system. The greit 
specialization of work that exists in scientific research requires sub 
stantial interchange of knowledge as a necessary condition of fruitfil 
work. Single laboratories, however extensive, must stagnate if 
are isolated from the larger scientific community. This view is 
R the directors of leading industrial research facilities. Furthermot, 

e antitrust considerations that impel large firms to give 
competitors knowledge needed for low-cost production would co 
tinue to have force in the absence of the patent privilege. 


54 


cp ce os eo 


| 
| 


g. LIMITS ON THE POSSIBLE EFFECTS OF HAVING NO PATENT SYSTEM 


evaluating the effect of doing away with the patent system, one 
Re consider the fact that the major part of technical iow € 
already lies outside the patent system. us, much technical know]l- 
edge 18 unpatentable because it is part of the public domain of 
knowledge. Some is unpatentable because it does not meet the 
“invention” and other tests of the patent law. Some is unpatented 
because the owners or inventors choose not to patent it. oreover, 
the body of underlying science generally lies outside the “subject 
atter” Limits of the patent law and this type of knowledge is becom- 
ing increasingly important for industrial applications, as refinements in 
processes &n products increasingly require new knowledge of physical 
principles. Such knowledge is not only outside the scope of the patent 
system on the whole, but its production is centered mainly in the 
universities where the production of new knowledge is an end in itself. 

The tradition of free publication in science reveals an important 
characteristic of knowledge. Unlike physical things, knowledge can 
be shared (given away) while still retamed. This characteristic of 
technical knowledge would be unaffected by the absence of the oppor- 
tunity for making patent claims. 

This consideration will become more important for the larger 
industrial research laboratories as they extend their activity to more 
theoretical problems in science which they will require for various 
types of applied work. Such knowledge, developed in industrial 
research laboratories, must also be subjected to the test of free, inde- 
pendent scrutiny, in order to control the validity of the results. From 
this standpoint, not even the largest industrial laboratories can be 
independent of the larger community of scientists and technicians. 
It has been suggested, in chapter III, that certain of the larger labora- 
tories attempt to get this effect by employing consultants. However, 
this device can o A hae the check on validity of results that 
comes from free publication, with opportunity for independent review 
of research results. Ea 

Under present conditions, it is not uncommon for industrial labora- 
tories to withhold new knowledge from publication for as much as 
4to0 5 years or more. (See ch. IX, sec. c.) In the absence of a 
patent system, it seems clear that these practices would continue 
and the only question is whether, and to what extent, knowledge 
would be withheld still more. But there are practical limits upon 
how long information can be kept secret, limits that vary with the 
nature of the information and how it is used. And the gap between 
the. extent of secrecy with a patent system and without it 
is narrowed by the forces and _ self-interest that induce a 
business concern to hold knowledge to itself as long as possible, 

tent system or no patent system, and even when it does 

t it go to reveal as little as possible. It is still further narrowed 
by the dictates of self-interest that induce disclosure even when 
ib-seems possible to keep information secret. Obviously, the 
business pressure on firms to delay as long as possible the utilization 
by others of particular knowledge, would remain operative. At the 
same time, the forces that impel a concern to disclose and share with 
others the knowledge it acquires, would continue. As for nonprofit 
laboratories, the elimination of patenting would actually remove a 
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source of pressure for secrecy of results and for restriction on the 
scope of research. In university and similar laboratories, jp 
absence of a patent system, there would be no alternative but to 
research and publish the results freely.© 


Summary 


In summary: There is nothing to indicate{that the absence of th 
patent system would diminish the scope or character of scientif, 
research in the universities. Indeed, insofar as patent pressures wep 
removed from university scientists, this would probably strength 
the universities as producers of science and technology. Moreoye 
business expenditures for research, in the estimate of this writer, wo 
not be appreciably diminished by the elimination of opportunities fg 
claimi atent rights. It is true that in the absence of patenti 
some of the characteristics of industrial research might be vera 
Competitive pressures along’ product and production cost lines, that 
now impel the expansion of industrial research outlays would, hoy. 
ever, continue to be operative. 

& If universities attempted to do research and make the results secretly and exclusively available 


h 
These activities come within the scope of the income regulations that were cited in 
above. The effect could be to alter the baste character as well as the tax-exemption rights of  ualvewe 
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PART I. THE INTERRELATION BETWEEN THE PRODUCTION 


OF TECHNOLOGY AND ITS USE AS PROPERTY 


Quarter XI.—Concuiusions Basep Uron tHe RELATIONSHIP 
Berrween Part I anp Parr II 


‘At the very outset of this inquiry the — question was defined: 
Does the patent system promote science and the useful arts? In 
an attempt to answer this, an examination was made of the condi- 
tons of decision making under which technical knowledge is produced. 
In the second part, an analysis was made of the effects upon the pro- 
duction of science and its application which flow from the use of 
pro ights to technical 

te:devoted, and litnited, to these selected eapects of the 
patent systern and is based upon a study of a small number of major 
industrial and nonprofit laboratories. Its many other aspects, with 
the extensive implications they may hold for many occupations, this 
study does not attempt to evaluate. It is concerned only with the 
diects upon the promotion of science and the useful arts that stem 
from the existing patent system. 

This chapter summarizes the leading findings of this inquiry and 
examines their implications with respect to the —— question 
uider study. The chapter is in three sections. The first expresses 
and examines the view that the patent system has become obsolete 


asa principal device for the promotion of science and omnes. 
er 


The second examines the role played by the patent ——— un 
modern conditions as an incentive for the production of science and 
its technical 2 aetoger Sa i role in which the patent system is 
generally viewed as playing a significant part. The third section 

ts ways in which science and the useful arts can be promoted 
ae tether stimulated under contemporary conditions without the 
assistance of a patent system. 


A. IS THE PATENT SYSTEM OBSOLETE? 


The patent system has lost the effectiveness that it may once have 
had as a way of promoting science and the useful arts. This has been 
owing to changes in the ways of producing knowledge, and to the 
damaging effects that competitive patenting activity has had upon 
the conduct of inquiry and research. 

1, From solo inventor to cooperating investigator 

The system as it is now constituted requires the designation of an 
“inventor” as the person responsible for the poomeiee of given tech- 
nical knowledge and its expression in the form of a new object or 

. In actual operation, designation of a specified individual as 
‘the’ inventor often becomes increasingly difficult, if not impossible, 
under modern conditions because of the division of labor and inter- 
dependence which exists. Research is increasingly a joint process to 
which persons with various technical skills contribute necessary parts. 
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Moreover, research scientists and engineers are now, in the main, gp, 
ployees. Their incomes are substantially unrelated to their patenting 
activity. 

These conditions in research work make it difficult to s ecify the 
elements of ye ed in new technical knowledge which the Patent 
law requires. For, example, as the scientific and technical occupation, 
develop, more persons are able to do given types of inquiry. One teg 
for originality is that work should require more than ordinary gkjjj 
However, as technical knowledge of a high order becomes widg 
diffused, even the most elaborate skills become ordinary in the seny 
that many persons are competent to carry out given types of ingyj 
The evidence of this development is found repeatedly in the form o 
parallel development of research and development with respect tp 
problems of great complexity. 

The very question: ‘‘Who is the inventor?” comes from anothe 
— in industrial history when the work of producing new technigy) 

owledge was characteristically carried out by single persons, Th 
continued use of the category ‘“‘inventor’’ under present es conditions 
is plainly anomalous. The word continues the same, but its 
has changed. The lone inventor of 1800 has given way to the coope. 
ating investigator of the 20th century. 

The insistence of the patent system that the patent application 
specify an “inventor,” has often led to exaggerated claims for th 
scope of work done and for priority. In connection with a 
and important technological development, a firm claimed publicly thai 
its technicans had “conceived, invented, and developed’’ a certain 

roduct. This claim is not supported by an examination of th 

istory of research in this field, available through the published 
literature. The published history disclosed a discrepancy betwea 
the strong claim for exclusive development made by the firm and th 
actual contributions of investigators employed in various laboratories, 
of which this firm was only one. In other words, the claim for exclusin 
invention may reflect, not so much the actual contributions that wer 
made, but rather the efforts to develop a network of co 
important patents as a useful weapon in the commercial combat that 
occurs among business managements. 


2. Patenting as an incentive to the production of science and its applic: 
tion: Patenting pressure results in damage to the process of inquiry. 


Owing to the fact that patents have long been granted for inventions 
it is an apparently plausible inference that the patent system hw 
had some facilitating effect on inventing. That, however, is notin 
question here. The problem of this study is rather: Has the patent 
system had an important, dominant effect in promoting the progres 
of science and the useful arts? . 

In order to prove that the patent system is the cause, and invention 
the effect, one must demonstrate two things: first, that there is 
significant correlation between activity in patenting and researd; 
second, that there is a defined intervening chain of events whic 
links patenting with research. On the basis of the data reviewed il 
this study, it = emp that neither of these requirements of proof cat 
be satisfied. e evidence at hand, for particular firms and fr 


industry as a whole, shows that research activity has expanded with 
out parallel development of patenting. Accordingly, there % ™ 
evidence here of correlation between patenting and inventing. 

58 
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What of the connection between patenting and research?, The 
writer has attempted to explain the growth of research activity as 
the effect. of competition among firms for advantages in product 
design and production cost. These factors would explain the absence 
of # clear correlation between patenting and industrial research. 
Indeed, these factors, and not the attractions of penne privileges, 
explain the recent decisions of A. T. & T. and IBM to expand their 

activities, even after their patent privileges were circum- 
scribed. This evidence does not support the contention that patenting 
and industrial research are closely linked. , 

Altogether then, the evidence reviewed here runs ponte the prop- 

osition that there is an important causal connection between patent- 


ing and 
"Wherever patenting is an important adjunct to technical research, 
tices are introduced which tend to retard the aggregate —— 
of science. Patenting interest leads to emphasis on problems of 
limited scope, while areas offering little promise for patentable results 
tend to be bypassed. Managerial forms of decision making restrict 
the initiative of research scientists. Finally, the ugpoggeate for secrecy 
that surrounds patenting leads to restrictions on the flow of technical 
knowledge, both within and among laboratories. 

These effects are taken for granted in industrial-research labora- 
tories. However, their extension to the universities will, if the present 
trend continues, inevitably weaken the latter as mainsprings of 
scientific research and training. 


B, THE ROLE OF THE PATENT SYSTEM UNDER MODERN CONDITIONS 


1. The patent system is being bypassed 
Such expansion in patenting activity as has occurred since 1900 is 
trivial compared to the sixteenfold increase in the number of scientists 
and technicians in the United States. Several developments have 
contributed to this effect. These include major programs in govern- 
ment to promote science under nonprofit auspices; failure of even the 
industrial firms to use patenting; the utilization of patenting for pur- 
other than the promotion of science and the useful arts; and, 
y, the hindrance to the use of the patent system that results from 

the awkwardness of its operation. 


2. Promotion of science by private and Government organizations 

During the last decade, and especially since World War II, the 
promotion of science as an end in itself has become an increasing con- 
cern of both private and Government activity. Until World War II, 
the major private foundations like the Rockefeller and Carnegie 
Foundations were of major importance in the sponsorship of scientific 
work, especially in the universities. After World War II, the Federal 
Government entered this field. By 1955 the Federal Government 
had become the most important source of funds for scientific and 
technical work of all types.” 
’ At present the National Science Foundation is established as an 
mportant arm of the Federal Government for gem ng | the promo- 
tion of scientific activity. Research projects proposed by scientists 


tins n ables in ch. VII on employment of scientists and engineers, and patenting activity in the United 


" National Science F Federal Funds for Science, pt. II. The Federal Research and Devel 
ment Budget, Fiscal Years 1953, 054, and 1955 (1964). a oe 
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in various fields must pass the a of committees of their q 
] es set up to allocate available funds. 

atents are taken as an incident to work performed by some Fede 
agencies, although they are of lesser importance in the work spongony 
by the Public Health Service and by the National Science Foundatio, 
as they are for the scientific activity sponsored by private foundation, 
Generally, the product produced by the investigator becomes part y 
the public domain of technical knowledge. 


8. Patents as instruments of interfirm competition 

Although patenting has not kept pace with the expansion of scientij 
and engineering research, and has failed to achieve its constitution 
objective of promoting the progress of science and useful arts, ij 
continued use has been sustained because of its importance as y 
instrument of business competition. In this realm there belong th 
cross-licensing and trading in patents and other comparable busings 
transactions which form parts of complicated networks of interfn 
agreements both within and among countries. 


4. Complexities of the patenting process 

Both the administration of the Patent Office and adjudication ¢ 
patent cases in the courts have become so complicated as to presen! 
ormidable and costly obstacles to the use of the patent 
especially by individual persons. This is the inescapable ola 
from testimony given before the Subcommittee on Patents of th 
United States Senate.” 

There may well be some purely administrative causes for they 
developments. Still, there is no avoiding the fact that the problems¢ 
identifying an “inventor” and an “‘invention’’ under modern condition 
impose formidable difficulties for both the Patent Office and the courk 
From this standpoint, major difficulties of operating the patent systa 
must result from the formal attempt to treat today’s producers ¢ 
technical knowledge as though they were “inventors” of 1800, 


C. REQUIREMENTS FOR THE PROMOTION OF SCIENCE AND THE USEFUL 
ARTS UNDER PRESENT CONDITIONS 


The supply of technical knowledge and the means for its produetio 
are major resources for the whole society. How is the constitution 
mandate “‘to promote science and the useful arts’’ to be implementel 
under present conditions of the production of knowledge in nonproit 
institutions and in industry? : 


1. Support for the production of knowledge as an end in itself 


The weight of evidence is strongly in favor of the following as th 
most efficient means toward this end: ample financial resources for 
the universities and other nonprofit institutions which operate 
— knowledge as an end in itself; maximum freedom for initiativ 

y the investigator as a guiding principle of the allocation of funt 
and decision-making in institutions; encouragement of free public- 
tion and other scientific communication as a point of principle. 

There is no place in such a scheme of things for the operation of aly 
system that reserves to specified individuals the exclusive properly 
rights, patented or otherwise, in knowledge thus developed. The 


# See the American patent system, before the Subcommittee on P: Trademarks, 
Copyrights of Bena Commie on Cong sem. (October 
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data available to this writer indicate that the introduction of patenting 
into scientific institutions has damaged their productiveness. 
9. Industrial research with and without patents 
Industrial firms, on the other hand, will continue to operate and 
and their research facilities in order to serve their particular com- 
petitive requirements, whether a patent system exists or not, These 
units, and others, will continue to rely primarily on the nonprofit 


rch institutions for expansion of the underlying body of science 
caper technological application is nourished. As for their own 


sesearch, it is true that industrial firms have been able to utilize the 


tent system as a device to protect their property rights in the 
Nevertheless, in the writer’s judgment, it 
ikely t industrial firms would continue to operate and 
expand their own industrial research facilities even if the patent right 
were no longer available.™ 


8. Recognition to scientists and technologists 

Ways are wanting for giving public vy wen, to scientists and 
engineers, whose work contributes significantly to the general welfare. 
It would be appropriate and useful, in the writer’s opinion, to estab- 
lish a system of public honors and awards to recognize and reward 
notable achievements in the production and application of technical 
knowledge. An annual program of honors and awards could be 
administered by an — body like the National Academy of Science, 
By this means it would also be possible to give recognition to those 
people who continue to function as independent inventors, outside of 
the employed occupations. 

The patent system does not serve these functions. An abundance 
of testimony before the Senate Subcommittee on Patents, Trade- 
marks, and Copyrights indicates that individual scientists, engineers, 
and the group of independent inventors, have been the very people 
least served by the patent system as it now operates. 


Summary 


In summary: The evidence and analyses of this study indicate that 
there is a growing disharmony between the efficient production of new 
technical re and the effort, through the patent system, to 
treat that knowledge under property relations. This disharmony is 
intensified as the division of labor in science increases and, as a conse- 

uence, the conduct of inquiry becomes increasingly social production 

t requires the integration of interdependent skills. These 
developments make it increasingly difficult to specify what is new, 
what is invention, and who is an inventor. The effects from these 
factors would not be essentially altered, in this writer’s opinion, by 
variation in the rules for establishing property rights to knousedas. 

The effort to operate a patent system formulated for the technologi- 
cal conditions of a century ago has proved to be increasingly awkward. 
The problems of patent-system operation, however, do not stem pri- 
marily _from administrative shortcomings or from the absence of 
ner, among the able attorneys, judges, and Patent Office staffs 
who administer the system. Rather, they stem from the inability to 
apply the conceptions of a bygone era to the contemporary conditions 


"The writer regards the cases of IBM and A. T. & T’. (ch. X) as crucial test of this question. 
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under which technical knowledge is produced. At the same time, 
there can be little doubt that the patent system has been a. usefj 
instrument in industrial management’s competitive process. 

In this investigation, attention has been focused on the proble: 
Does the patent system now fulfill the constitutional popes of pro. 
moting science and the useful arts, as indicated by the operation, of 
industrial and nonprofit research laboratories? On balance, bag 
upon the study of selected typical industrial and nonprofit resear) 
laboratories, the answer is “‘No.” 

The patent system in the contemporary scene has not, as a mi 
promoted conditions that facilitate research in science or the industria] 
arts. On the contrary: In universities the effect of patenting pressung 
has been to interpose managerial controls and commercial press 
where free, uninhibited inquiry is needed to promote the flow of 
science. In industrial laboratories research in the useful arts has bee, 
expanded rapidly, without a parallel growth in patenting activity, 
Moreover, the experience of a few firms, whose patent privileges have 
been recently abridged, indicates that these managements maintain 
and expand their industrial research in order to cope with problems of 
product and cost competition. The development of research in they 
and similar firms will bear close watching. 

With or without a patent system, the efficient pursuit of knowledg 
in the universities and other nonprofit institutions will continy, 
within the limits of available resources, so long as the production of 
knowledge is treated as a sufficient end in itself. Industrial firms wil 


‘ continue to enlarge their research in the useful arts as dictated by 


competitive needs, with or without patent privileges. Henceforth, 
in the judgment of this writer, the main impetus for the promotion 
of science and the useful arts will come, not from the patent system, 
but from forces and factors that lie outside that system. 


62 
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Our Patent SystemM—IJIs It WorKING? 


[From Current Issue Series, No. 5, National Association of Manufacturers} 


During nearly 170 years of existence, our patent system has been confronted 
from time to time with the question whether it is obsolete in view of changed con- 
ditions. A recently issued pamphlet, “The Impact of the Patent System on Re: 
aren” by Prof. Seymour Melman of the Department of Industrial Engineering, 
Columbia University, again raises the question.’ 

It is important that the fallacies of the pamphlet be exposed because it man- 

to create the false impression of reaching valid conclusions based upon 
ample study—so much so that responsible publications have been misled into 
considering it as if it were such an adequate treatment. 

While the Melman paper does not make the author's precise thesis clear, some 
idea of his views can be had from the statement on page 1 that “There is a grow- 
ing inconsistency between requirements for fruitful technical research and the 
effort to operate a patent system,” and the passage on his last page where, an- 
ewering his own question. “Does the patent system now fulfill the con: titutional 
purpose of promoting science and the useful arts * * *?” he replies with a flat 


= ng, we might note the contrast between these statements and tnose 
of the National Patent Planning Commission which said that “the system has 
accomplished all that the framers of the Constitution intended” and that “the 
patent system is the foundation of American enterprise and has demonstrated 
its value over a period coexistent with the life of our Government.’’* That 
Commission, composed of five eminent men headed by Charles F. Kettering, was 
set np for the very purpose of detecting faults in our patent system. 

Much of the Melman paper is devoted to research in universities and by 
Government, and that part merits little attention here. Patents are designed 
to produce their benefits in the production of useful articles by industrial busi- 
ness enterprise. Except to a negligible extent, Government and universities are 
not in the business of producing things for human consumption, so their activi- 
ues Ca uave liicie bearing on the effectiveness of the patent system. If the 
author is merely trying to tell us that patents are not a controlling inducement 
to research in Government and in universities, he is wasting his time and his 
readers’, for everyone familiar with the nature and operation of patents has 
known this for a long time. If he is telling us, as is perhaps suggested by a 
literal reading of his title, that pure research—the production of new knowledge— 
is not helped much, or perhaps sometimes hindered, by the diversion of time 
and attention to the making of patentable inventions, then he must be trying to 
play some sort of trick on us, for of course this is so. Christmas and marriage 
and golf also divert attention and take time that otherwise might be devoted to 
the production of new knowledge and so might be classed as outworn along with 
the patent system. As we shall see more fully in a moment, the patent system 
was never intended—-any more than these other things—to induce the production 
of new scientific knowledge. 

That part of the Melman paper devoted to the effect of patents in industrial 
business enterprises is based primarily upon his own sampling by interviews 
with four business concerns. 

There are some 285,000 manufacturing companies in the United States. The 
author checked on four and found the patent system a failure. Moreover, he 
picked out four of the very largest companies upon which to base his sweeping 
conclusions. Everyone at all experienced in patent matters knows that the need 
for, the interest in, and use of patents by the very large firms are altogether 
different from the need, the interest, and the use by the vast majority of 
manufacturers. 

The testimony of former Commissioner of Patents Conway Coe before a con- 
sressional committee in 1938 noted that only 17.2 percent of the issued patents 


* This is No, 11 in a series prepared for and publisaed by Senator O’Mahoney’s Subcom- 
mittee on Patents, Trademarks, and Copyrights of the Senate Judiciary Committee now 
reviewing the patent system pursuant to S. Res. 55 and 236 of the 85th Cong. All shades 
of opinion have. very properly, been invited, and the subcommittee is careful to disassociate 
itself from the individual views of contributors. 


* See Ms ond, # “The American Patent System.” Report of the U.S. National Planning 


time, 

Useful 
oblem: 

of pro. 

tion, of 

based 

search 

rule 

ustrig| 

low of 

8 been 

tivity, 

8 

sintain 

ems of 

1 these 

tinue, 

tion of 

ns wil 

ed by 

eforth, 

notion 

ystem, 


976 INVENTION PROPERTY RIGHTS UNDER SPACE CONTRACTS 


went to the 450 corporations with assets of over $50 million, while 34.5 Percent 
went to 17,571 smaller companies." 

Professor Melman’s sampling entirely ignores the effect of patents upon jp. 
dividuals. The recent study made by P. J. Federico (No. 3 in the same Serigg 
of studies sponsored by the Subcommittee on Patents, Trademarks and 
rights) shows that over 40 percent of all patents issued go to individuals. 

No valid conclusions can be drawn as to the effect of patents which js 
upon such a sampling as Professor Melman made. A sampling which the study 
might well have used is referred to on page 6 herein. 


MISTAKEN ASSUMPTIONS 


Throughout his paper, the author’s arguments continually misfire because 
they proceed upon a number of false assumptions. Among these are the fy, 
lowing: 

(a) The assumption that patents are intended to promote science, (Pp.2 
36 (top), 57, 58.) 

(b) The assumption that the patent system was tailored to fit the “golg’ 
or garret inventor. (Pp. 8 (bottom), 9 (top), 16 (bottom), 17 (top), 5g) 

(c) The assumption that in research laboratories it is difficult or impo. 
sible to identify the “inventor” in the patent law sense. (Pp. 16, 17, 57.) 

(d) The assumption that the inducement to invent and the protection fo 
risk capital which patents provide are any less important or effective fo 
companies in general than for “solo” inventors. (Pp. 18 to 21, 58.) 

(e) The assumption that, if the patent system is working as intended, the 
number of patents issued should be in proportion to the number of scientists 
and engineers at any giventime. (Pp. 24, 27 to31, 58.) 

An examination of the validity of these premises will give a fair basis fo 
judging the correctness of Professor Melman’s conclusion that the patent systey 
is obsolete. 


(a) The assumption that patents are intended to promote science 


The word “science” as used today, usually means precise and systemize 
knowledge of fundamental principles verified by exact observation. Professor 
Melman uses it in about this sense, though with chief emphasis on “new” know: 
_ edge of this character. 

“Science” comes from a Latin word meaning simply “to know” and in the 1780s 
when our Constitution was drafted, it meant just that—knowledge of any 
kind ‘—something chiefly available, for those who would learn, in books, map, 
charts, pictures, etc. The Founding Fathers evidently thought it important to 
encourage the creation of such things and so they wrote into the Constitution 
the basis of our copyright law. 

They also evidently thought it important to encourage improvement in the 
things we use in our daily living and in our ways of doing things—what they 
called the useful arts—and so they wrote into the Constitution the basis of our 
patent law. 

These two subjects are dealt with in the Constitution in a single sentence. It 
is what is known as a balanced sentence, much favored in those days for cover- 
ing two or more coordinate and related subjects. It reads as follows: 

“Congress shall have power * * * To promote the Progress of Science ani 
useful Arts, by securing for limited Times to Authors and Inventors the exclusive 
Right to their respective Writings and Discoveries.” 

If we diagram this sentence so as to make the significance of the “balance” 
apparent to the eye as well as to the ear, it looks like this: 


Congress shall have power— 


To promote the progress science_____-_ and_...2% useful arts 
by securing for limited times authors_____- ands. inventors 
the exclusive right to their writings_---_- andi lice discoveries 


Thus “science” was to be promoted by “authors” and “useful arts” were tobe 
promoted by inventors.” ° 


3 P. 843 and exhibit 187, hearings before Temporary National Economic Committee, 76th 
Cong., Ist sess. (1939). 

4 See Samuel Johnson’s Dictionary of 1756 and Bailey’s Dictionary, corrected and enlarged 
by Edward Harwood, D.D., London, 1790. 

5See “Patents and Science—A Clarification of the Patent Clause of the U.S. Constite 
tion,” By Karl B. Lutz, George Washington Law Review, vol. 18, p. 50 (1949), Also # 
“An Outline of Copyright Law,’ De Wolf, p. 15 (1925). 
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In harmony with this understanding of the clause, the first patent law passed 
in 1790 was expressly entitled “An act to promote the progress of useful arts” ; 

the same is true of other early patent laws.° 

If anything further were needed to show that patents were not intended to 

ote science, it would be found in the fact that Congress has never per- 
mitted the granting of patents for purely scientific discoveries. We have never 

ted patents covering laws or processes of nature or the discovery of the 
natural relations of elements in nature. We have always granted patents only 
for things that come within the realm of “useful arts,” machines, manufactures, 
compositions of matter, methods, etc. 

The word “science” has, of course, a number of meanings and in recent years 
some very loose uses, with the result that the intent of the constitutional clause 
has been blurred and often overlooked. This is relatively harmless in the con- 
text in which the word is often used, but it is fatal and cannot be condoned in 
connection with any statement that the patent system is not serving its consti- 
tutional purpose. 

The headlong advances of science in this country in recent years bear witness 
to the fact that we have many effective stimulants to scientific research. Pro- 
fessor Melman’s lacrimose pessimism at discovering that the patent system is 
not such a stimulant is a result of his missing the point and his lack of infor- 
mation. The patent system serves a different but very worthy purpose, and does 


it very well. 
(b) That the patent system was made to fit only the “solo” type of inventor 


(e) That in research laboratories it is dificult or impossible to identify the 
“inventor” 


(d) That the incentive and protection provided by patents are not effective as to 
the activities of companies 


These three mistaken conclusions by the author may well be considered to- 
gether for they are closely related parts of his contention that the patent sys- 
tem is obsolete. 

Since our patent system is over a century and a half old, we are told (p. 61) 
that we cannot “apply the conceptions of a bygone era to the contemporary 
conditions under which technical knowledge is produced” when so many inven- 
tors work on salary, often in groups in large laboratories, and when the inven- 
tions are of a character unimagined a century ago. 

How plausible and wise. The fact is that the foregoing idea has been ad- 
vanced by one or another penetrating thinker so often during the past 20 years 
that it has become somewhat wearisome. There is not a grain of truth in it; 
and it has been exploded as often as it has been advanced. The truth of the 
matter is—and anyone can verify it who will take time to read the law: 

There is not one word in the law—either constitutional or statutory— 
which describes the inventor of the early days any better than it describes 
the inventor of today. 

There is not one word in the law which describes the inventions of the 
earlier days any more than it does the inventions of today. 

There is not one word in the law. that requires any particular methods or 
course in arriving at an invention which may be patented. 

There is not one word in the law which requires that the inventor must 
be making the invention for himself rather than for another for pay; or 
limiting the sources from which he may draw the knowledge upon and from 
which he must always base and launch the invention he makes. 

There is in short, not the slightest ground for saying the patent system was 
tailored especially to fit the early inventor or the early times. 

There never was a “solo inventor” of the kind the professor pictures. Such 
an inventor is a fantasy—out of ignorance, by wishful thinking. Every inven- 
tion ever made was founded upon knowledge which the inventor gathered chiefly 
from others. The early inventor got it from books or from talking to others or 
from familiarity with existing things. Today’s inventor may get it in these same 
ways or—if he is in a highly organized laboratory—he may get some of it fresh 
from his coworkers. The law makes no distinction. 


‘See. “Commentary on the New Patent Act,” P. J. Federico, United States Code 
Annotated, p. 3 (1954). 
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Patents are rarely, if ever, sought or granted on the overall result of 
assigned to a research group. The overall result will include scores, 
hundreds, of innovations and improvements some few of which perhaps 
qualify as inventions under the law. It is upon these that patents are taken oy 
A good patent lawyer has little trouble in separating the sheep from the oats 
He is also able to identify the inventors of these inventions. 

The Melman argument that the patent system is absolete rests heavily Upon 
his assertion that, with the present-day group approach to research problems, 
is well nigh impossible to identify inventors. His basic trouble here ig that he 
does not know what an invention is—in the patent law sense. He should have 
been warned away from his conclusion by the simple fact that the patent lg 


of the specific companies concerned (as well as the myriad of other firms) gp | 


actually making this identification many hundreds of times every year as y 
routine matter. The author’s suggestion (p. 60) that this problem of identificy. 
tion imposes formidable difficulties for both the Patent Office and the courts, 
indicates a further lack of knowledge of the subject. Neither the Patent Office 
nor the courts have any part in this problem. They are called upon occasion 
merely to decide which of two duly accredited inventors is the earlier, 

The assumption that the patent system’s incentive to invent disappears, 
that the value of the patent is lost, when inventors work on salary for companig 
is equally false and has neither reason nor evidence to support it. Even if i 
were true, it would not advance Professor Melman’s case very far for, we hay 
seen above, well on toward half of the patents granted go to individuals, 

There are very good reasons, moreover, why half or more of the inventiox 
are made by inventors under salary in business concerns. What is the incentiy) 
It can be nothing but the incentive of the patent system operating in this gy 
primarily upon the officers of the company and inducing them to induce th 
employee to make the invention. This is just as effective for getting the resuly 
at which the patent system was aimed as when the incentive operates directly 
upon a poor individual in a garret—probably more effective. The patent syste 
was set up entirely for the benefit of the public. The public’s interest is in getting 
the inventions made—as many as possible, as soon as possible, and of as 
a grade as possible—for in the aggregate they largely determine what we today 
call our standard of living. There can be no doubt that, in general, we my 
expect better inventions sooner, and more of them, from the well-paid employes 
of a company which provides the inventor adequate equipment to work with ai 
which is already interested in commercializing the invention, than we can expet 
from a struggling, poorly equipped individual in a garret or a garage. 

Thus the patent incentive for producing inventions and for commercializig 
them operating indirectly through companies, is still doing exactly what wa 
intended by the constitutional provision and the patent law. % 


(e) The assumption that the patent system is failing as an incentive wnlen 
the number of patents issued rises in proportion to the increases in the num 
ber of scientists and engineers 

Professor Melman spends 6 printed pages on this point, setting up his strav- 
man with due dignity before knocking him down. 

We may note in passing— 

(a) That his period for comparing the numbers covers the birth of the 
atomic age which caused a boom in scientists and engineers, while patents m 
the subject were forbidden by law. 

(b) That the period also includes World War II and the Korean war, while 
no note is made of the well-known fact that patenting always drops off durin 
wars, whereas the number of scientists and engineers increases. 

(c) That the period also includes the time when the Patent Office was partly 
paralyzed for some 5 years by being shipped off to Richmond, Va, (for wat 
reasons) and then shipped back again. 

(d) That the period also includes a time during which the entire patent 
system was under bitter attack by a small but powerfully situated group. 

Perhaps Professor Melman did not know these things. If he did, he shoul 
have mentioned them and given them due weight. If he did not, he woul 
have done well to give his subject more study. 

However, quite aside from these details, the idea that the two numbers shoull 
normally rise or fall in the same proportion is nothing short of fantastic 4 
great variety of causes affects the rate of patenting, and a great variety 
causes affects the change in the number of scientists and engineers, and the two 
sets of causes do not significantly overlap. 
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entists and engineers do indeed sometimes make patentable inventions but 
it ig not their particular business. The field of the scientist is the pursuit of 
new scientific knowledge; and this as above noted is not patentable subject 
. Engineers erect buildings, dig mines, hunt oil, and do hundreds of 
other things that are not likely to involve patentable inventions. Even as to 
engaged in what is called applied research, the patentable invention is 
in general a byproduct occurring only now and then. On the other hand, many 
nds of patentable inventions are made every year by bookkeepers, by 
mechanics, by officers of small businesses, by plumbers, and by queer fellows with 
no particular business but with fertile and inquisitive minds that will not rest. 
Edison was one of these outsiders. Alexander Graham Bell and the 
Wright Brothers were others. While trained chemists in large companies were 
garching for a practical pressure-sensitive cellophane adhesive tape it was first 
uced and patented in 1939 by a fellow named Drew who described himself 
asa tinkering fool and more of a cook than a chemist. While Professor Melman 
was busy writing his obituary of the patent system he was quite certainly at the 
same time luxuriating in the benefits and comforts which the inventions of such 
ie have brought to us all. 

Since it is clear, then, that the making of patentable inventions is not the ex- 

peculiar or exclusive function of scientists and engineers, there can be 
no possible significance in the number comparisons that the professor makes. If, 
however, it were true that patentable inventions are the natural, expected, and 
exclusive output of scientists and engineers, as he assumes, so that we must 
find some reason when their numbers do not rise or fall together, then the figures 
given in his tables would lead to some interesting conclusions. : 

Qn pages 28 and 29 he gives two tables, one covering only scientists and 
engineers engaged in research, and the other covering all scientists and engineers. 
Bach table shows the numbers of such individuals for various years placed oppo- 
site the numbers of patents issued in corresponding years. Uncorrected, these 

would indicate that when the circumstances were mosf favorable, an engi- 
neer or scientist could, on the average, come up with a patentable invention once 
in about 2 years, while at least favorable times, each would, on the average, 
take 20 years to make one patentable invention. But the number of patents per 
year used in these tables is the total number issued for the year. We cannot 
give the scientists and engineers credit for all of these. Professor Melman 
himself tells us that most of them would be working on salary for corporations 
to which the patents would issue. As noted previously, 40 percent of all patents 
are issued to individuals and another 34.5 percent are issued to small companies, 
many of which would employ no scientists or engineers at all. On a generous 
estimate, we could not credit the engineers and scientists with more than 50 
percent of the total patents issued in any year. This would mean that their 
output is only half as good as just indicated. That is to say, on the average, a 
scientist or engineer, under most favorable conditions, could come up with one 
patentable invention in 4 years’ work, while under other conditions they would 
average one apiece in each 40 years. 


THE A.T. & T. AND IBM CASES 


In order to show that patents are no longer an important incentive to research, 
Professor Melman tells us (p. 52) that the American Telephone & Telegraph Co. 
and the International Business Machines Corp. continued to expand their research 
even after the 1956 antitrust consent decrees in their two cases had largely 
denatured their patents by requiring them to license others. 

We have already noted that the need for and usefulness of patents to very 
large and well-established companies are quite different from the need and use 
of the average manufacturer. Such an attempt to generalize from examples at 
one end of the scale makes a poor argument. 

Moreover, in each case, the decree permits the licensing of future patents 
for royalties and permits the particular company to arrange to receive back 
licenses under the patents of its licensees. In each case increased research 
effort would be useful in reestablishing the company’s patent assets. 

Obviously these two cases prove nothing as to the motivating effect of patents 
on the thousands of average American industries. 
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Another attempt to show that patents are not a controlling factor in determin. 
ing research activity is made by the professor by comparing (@) the outlays 
for research and (0) the per capita ratio of scientists and engineers, in England 
and in the United States (p. 24). He gives the outlays at 1.49 percent of net 
sales for England and at 2 percent for the United States; and says the number 
of scientists (per capita) were in the ratio or 3.7 for England and 52 for the 
United States. Then he says that since both countries possess a [sic] patent 
system we could not expect this difference in research activity if the patent 
system were a controlling factor. 

What he apparently did not know is that the British patent, being burdeng 
as it is by requirements for compulsory licensing, for annual taxes and for 
working, is so much less an incentive than the U.S. patent, that we might wal 
expect at least these differences in research activity—if the two factors wor 
related as assumed. 


SAMPLING FOR THE EFFECT OF PATENTS ON RESEARCH 


If the word “research” in the title of the Melman paper—“The Impact of the 
Patent System on Research”—is intended to include only what is com 
called pure research—the pursuit of new knowledge—then his paper is of little 
value because, as already pointed out, such research and patents can affect each 
other only in a remote or indirect way, and because in such case the answer 
to the question posed by his title is obvious from the start. But if the “Re 
search” of his title is taken to include the kind of activity, by whatever name, 
that actually produces patentable inventions, then the author had a genuin 
and significant sampling of industry readymade for him in the records of op. 
gressional committees of past years where hearings were held on various pills 
which proposed to put compulsory licensing or other destructive provisions 
into our patent law. The hearings on the McFarlane bill (H.R. 9259) held ip 
1938, alone would have provided him a far better sample than his four huge 
corporations.” 

In that instance 74 witnesses from all over the country testified. All but 
four were inventors or small businessmen, and they vigorously opposed the 
proposed weakening of the patent system because as they clearly showed their 
patents were the very lifeblood of their enterprises. Many of them stated flatly 
that they would have to quit cold if the strength of their patents were cut down 
as proposed. 

Of the four who did not oppose the bill, one merely insisted on urging a stil) 
worse bill of his own; one was being sued for patent infringement and was 
looking for any way out; one was a patent attorney who said he never could 
be capitalistic, and the other was a professor who was neither a businessman nor 
an inventor. 

There are hundreds of pages of this testimony—all very interesting and 
instructive. The transcript shows how the patent system really works at the 
grassroots of our industrial economy. It cannot, of course, be digested here, 
but a few brief examples will serve to indicate the general character and content 
of the testimony. 

Mr. Harry L. Bradley of Allen-Bradley Co. in Milwaukee, said: 

“My brother and I have 35 patents between us, and our company owns a total 
of 150 patents. There are thousands of individual inventors that are constantly 
trying to think up workable ideas that can be patented and turned into money. 
We find this among the rank and file of our employees.” 

Mr. John R. Gammeter, head of his own enterprise, said he employed six or 
seven engineers, and paid them good money but indicated he did most of the 
inventing himself; and he said: 

“If this law is passed, why, I will just quit inventing.” 

Mr. John Q. Sherman, president of Standard Register Co. of Dayton, Ohio, 
said he spoke with diffidence because he had never been to college or, inde 
even to high school, though he did happen to be the president of the board 
trustees of a university. He testified: “with the destruction of the patel 
system large concerns will truly dominate. There will be little incentive fr 
individuals to spend time and money in developing new things.” 


7 Hearings before House of Representatives Committee on Patents on H.R. 9258, Tith 
Cong., 3d sess. (1938). 
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Mr. Benjamin W. Kerr of Railway & Industrial Engineering Co., of Greens- 
burg, Pa., testified : 

“if we had not had patents we would not have commenced, and if we did not 
have them now we would practically cease to develop * * *. We need the pro- 
tection of the present existing patent law, and we most respectfully request 
that you do not mess it up.” 

This and similar testimony already available should be required reading for 
those who, with no actual experience in the field, feel impelled to advise others 
about the patent system. 

CONCLUSION 


All will agree that the operation of our patent system is hampered by diffi- 
culties of administration. But even here the situation is now improving. The 
Patent Office has in progress an 8-year plan for reducing the backlog of waiting 
cases, and Congress has given the Office the increased funds needed to carry it 
out. Classification is being improved and new methods for searching the prior 
art are being devised. The 1952 revision of the patent law strengthened it in 
several respects. And in recent years, the courts have shown less eagerness to 
hold patents invalid. 

But administrative difficulties do not detract from the soundness of the prin- 
ciple underlying the patent system, which is simply that, overall, the public 
benefits by arranging to recompense those who make notable contributions to 
our standard of living. The patent grant is ideal for that purpose because it 
automatically adjusts the compensation to match the size of the contribution. 
For a small improvement the patentee can collect only a small reward because 
the public will buy some substitute rather than pay more. For a large improve- 
ment the patentee can collect a large reward because the public will pay com- 
mensurately rather than forgo the use of such an improvement. 

The reason the patent system does not become out of date is because it does 
not deal at all with technology or with business practices. It deals only with 
human nature—the human desire to be paid for work done, and this has not 
changed much in the last century and a half. 

In this matter of patent system obsolescence, some may be willing to accept 
the guesses of men who, with no practical experience in the field, sit apart, ar- 
ranging selected statistics and trying to imagine how things are, or how they 
may be fitted into some preconceived social theory. 

Most of us, however, are likely to prefer the judgment of the men on the firing 
line—the businessmen who, under protection of patents, actually devise and 
manufacture the improved things we buy in the market. These men will not 
tell us that the patent system is obsolete, as witness the testimony above men- 
tioned: they will tell us it continues vigorously to perform its intended consti- 
tutional purpose of promoting the progress of useful arts. 
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